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When Indonesia’s economy grows as reflected by a higher GDP per capita, it also 

indicates a better infrastructure, technology, and even quality improvements in production. 

This expresses a grow in the coffee industry to become more competitive due to the 

improved infrastructure, technology and the quality standards. The increase in GDP per 

capita serves as a fuel force for improvements in the coffee industry. Higher income levels 

make it possible for the greater investment in the agricultural infrastructure, adoption of 

technology, and farmer capacity building. As a results, coffee farmers are better equipped 

to improve the quality and standards of their harvests, allowing them to compete more 

successfully in the international market. Thus, a more sustainable and competitive coffee 

industry is fostered by this economic growth in the GDP per capita. 

This finding aligns with the previous study from (Admi et al., 2022) and (Daya 

et al., 2018), which found that GDP per capita has a significant positive effect in 

enhancing the competitiveness of domestic products in the international market. However, 

there is limitation in this study as the marginal significance (p = 0.095) suggests the result 

is not overwhelmingly strong, so the future studies could strengthen inference with 

additional controls or larger samples. 

6 Chapter 6 Conclusions, Contribution, Limitation, and Suggestions 

6.1 Conclusions 

This research has examined the competitiveness of Indonesian coffee exports in 

the international market and analysed the main factors affecting its performance during 

the 20 years period from 2004-2023. For the competitiveness analysis, this research used 

the Revealed Comparative Advantage (RCA) and the result indicates that Indonesia 

maintains a competitive position in the international coffee market, with an RCA index 

above 1, with the highest of 5.25 in 2008 and 2.00 in 2023 as the lowest. However, 

challenges remain, such as lower productivity compared to major competitors like Brazil, 

Vietnam, and Colombia, fluctuating export demand, and limited value-added processing 

by local companies. 

This research identifies several factors that affect the competitiveness of 

Indonesia’s coffee export, such as international coffee price, coffee production, plantation 

area, exchange rate, inflation, and GDP per capita. Plantation area and exchange rate were 

excluded from the multiple linear regression analysis method at the end, as there were no 

correlations between the dependent and independent variables. International coffee price 

shows a significant effect on Indonesia coffee competitiveness, with an increase on 

international coffee price will affect in declining the Indonesia’s coffee competitiveness. 

Next factor is coffee production. Coffee production has a significant effect on Indonesia 

coffee competitiveness, with an increase in the coffee production leads to a decrease in 

. 
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competitiveness. On the other side, this research found that inflation does have a positive 

significant effect on Indonesia coffee competitiveness. Lastly, for GDP per capita, it does 

have a significant effect on Indonesia coffee competitiveness. An increase in Indonesia's 

GDP per capita corresponds to an increase in coffee competitiveness.  

6.2 Contributions 

6.2.1 Theoretical Contributions 

This research employs and extends the usage of Revealed Comparative 

Advantage (RCA) theory to Indonesia’s coffee exports, revealing persistent 

competitiveness (RCA > 1) despite fluctuations linked to external challenges such as 

climate and pandemics. And not only that this research combines RCA index with 

multiple linear regression method analysis to focus on the impact of macroeconomic 

factors such as inflation, GDP per capita and the other variables on competitiveness, 

addressing gaps in prior studies that focused solely on export volumes. 

This research challenges assumptions in the Heckscher-Ohlin (H-O) theory by 

demonstrating that Indonesia’s labour-abundant country that supposedly has the 

advantage in coffee production is offset by inefficiencies in quality control and supply 

chains. This leads to reducing competitiveness despite resource abundance. In the H-O 

theory, it predicts that a labour-abundant country like Indonesia should export labour-

intensive goods such as coffee more competitively. However, this research shows that 

inefficiencies (quality control, supply chains) weaken this advantage, meaning factor 

abundance or coffee production abundance alone does not guarantee export success. 

6.2.2 Empirical Contributions 

This research identifies a contradictory relationship between international coffee 

prices and competitiveness. Higher international price reduces Indonesia’s 

competitiveness due to buyers shifting to cheaper alternatives. It also reveals that coffee 

production increases negatively impact competitiveness, highlighting oversupply issues 

and quality degradation during crises, for example COVID-19 pandemic. This research 

finds that a moderate inflation and GDP per capita enhance competitiveness by 

incentivizing supply and enabling infrastructure investments, respectively.  

For the farmer, farmer can focus more on the quality. It is known from the 

research that even though the production of coffee in Indonesia is relatively high, but the 

quality of Indonesia’s coffee is still lagged. So, farmers should prioritize improving coffee 

quality through better cultivation, harvesting, and post-harvest handling practices. 

Farmers can explore diversification with the coffee varieties and value-added products to 

reduce dependence on raw coffee export and increase the resilience to price fluctuations. 
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Lastly, farmer can engage in associations to access the market information and collective 

bargaining power, which can improve both productivity and export opportunities. 

The government can support the smallholder farmers through providing training, 

and access to financial opportunities so that the farmers are able to improve productivity, 

quality, and adoption of practices. Government can invest in the rural infrastructure to 

reduce the post-harvest losses and improve the efficiency of the coffee trade flows. The 

government can maintain the stable macroeconomic policies, especially according to the 

exchange rates and inflation, to reduce the instability for exporters. With their power, 

government can also encourage the development and export of coffee through incentives, 

branding, and regulation in participating in international trade fairs. Government can also 

build favourable trade agreements with the other key export and import markets to 

enhance Indonesia’s coffee competitiveness.  

6.3 Limitation and Suggestion for Future Research 

6.3.1 Limitation 

Only six independent variables, which are international coffee price, coffee 

production, plantation area, GDP per capita, inflation, and currency rate, are examined in 

this research, along with how they affect Indonesia's competitiveness as a coffee exporter.  

This research may miss other important factors or variables that could affect Indonesia's 

competitiveness in exporting coffee, such as trade agreements, quality standards, logistics 

circumstances, or technological improvements, by limiting the analysis to only these six 

variables. Incomplete or sometimes deceptive findings regarding the actual factors 

influencing export competitiveness may arise from the removal of pertinent variables, a 

phenomenon known as "omitted variable bias." 

The reference data used in this study mostly spans 20 years of observed data, 

from 2004 to 2023. It is crucial to acknowledge that this time frame may not be sufficient 

to adequately represent the long-term dynamics and shifts influencing Indonesia's 

competitiveness as a coffee exporter. Longer-term structural, policy, and climatic changes, 

as well as global market developments, are common in the agricultural and economic 

sectors. For example, it can take longer observation to fully comprehend the 

consequences of issues like changing international trade agreements, the effects of 

climate change on coffee production, or changes in customer tastes. Therefore, while the 

20-year dataset offers valuable insights, it may not reflect deeper historical trends or 

future structural shifts. 

This research recognized that some findings in the literature contradict the earlier 

findings, even though it discovered new findings between variables. For instance, whereas 

one study indicated a negative significant relationship between coffee production and 
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competitiveness, other journals report a favourable relationship. The differ in the research 

methodologies, data periods, national context, or variable definitions may be the source of 

these differences. 

6.3.2 Suggestion for Future Research 

The first limitation of this research is that there are only six independent variables 

included. For the scope of variables, while these variables are important, there are other 

potentially influential factors outside these six variables, such as the logistics 

infrastructure, trade policies, FDI, and et cetera. A deeper and more precise understanding 

of Indonesia's coffee export competitiveness would be possible by extending the model 

to incorporate quality, sustainability, and institutional aspects in addition to disaggregated 

data and dynamic modelling methodologies. Recognizing these limitations enhances the 

study's legitimacy and opens the door for future investigations that are more thorough. 

The second limitation is this research only used 20 years of observed data. A 

longer time period can offer a more comprehensive analysis of historical trends, patterns, 

and the long-term effects of major international events across multiple decades. As noted 

in the study's limitations, certain variables would yield a more robust understanding of 

competitiveness if examined over an extended timeframe. For instance, to assess post-

pandemic recovery trends, researchers could extend the observation period beyond 2023. 

Similarly, to evaluate the full impact of regulatory changes, expanding the study's 

duration to 30–50 years could provide deeper insights. 

The third limitation of this research is the contradict findings. To widen the 

research’s insights, researcher can do a comparative analysis of Indonesia’s 

competitiveness alongside the other major producers and exporters, such as Brazil, 

Vietnam, and Colombia. This way would allow the researcher to identify the strengths, 

weaknesses, and industry-specific advantages across the exporting countries. This 

method would allow the researcher to identify the practical benchmarks for Indonesia’s 

competitiveness by looking at the variables such as infrastructure, trade policies, 

production efficiency, and regulation frameworks in the comparable economies. This 

comparison would highlight Indonesia’s performance inside the international supply 

chain, revealing the opportunities for policy improvements or strategic investments. A 

cross-country analysis would not only enhance the robustness of the findings but also 

provide the policymakers and stakeholders with a more precise framework for decision-

making. 

In order to increase the methodological scope of the research, the researchers may 

want to use statistical software beyond SPSS, for instance R, Python, or Stata. These other 

platforms provide more flexible in applying advanced analytical techniques, for example 

 

 



29 

 

the stationarity test, panel data regression, and time-series forecasting, whereas SPSS is 

primarily menu-driven and has limited customization options. Using these software 

options could improve the robustness of the analysis to achieve a deeper understanding 

of variables. 
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