AGRICULTURA TROPICA ET SUBTROPICA VOL. 40 (4) 2@0

THE STUDY ON PENETRATION CAPACITY OF COFFEE PRODUCT S INTO USA'S
MARKET
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Abstract

Vietnam is coffee producer that has acquired waddond position on coffee output and world firssifjon on
coffee Robusta output. Coffee production hold itgrgrrole in Vietham economy: coffee annual expeach near

1 million ton, it is leading agriculture product timg first rank export value of more tham one billiUSD. At same
time, USA is biggest consumer and also is biggestorter in the world. USA coffee import in 2000 was
1.37 million ton. USA coffee consumption has reddhe saturated mood relatively: it imported 1.3&8lion ton

in 2006, annual import of verious kinds of coffes heached value of more than USD 3 billion and iéxpected
that USA coffee import will increase at growth raf annually in 10 coming years.
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INTRODUCTION

province Daklak has increased mainly Exhaustive
Total area of Vietnam coffee reached 400,000 hedtar farming based on expantion of area for cultivatioot
year 2000, and about 500,000 hectars at preseat (yeultivation that based on measures for productiVity
2006), accounting for 4.14% of total area for atfids of period 2000-2006, coffee ouput increased 30.4%
cultivation plants. Vietham has acquired world’'s@ed annually, among which two third caused by increased
place on coffee export, after Brazil, and worldistf area for cultivation.
place on production of Robusta coffee with markeractice of coffee production in province Daklaks ha
share 25%. showed that householders of coffee production have
Among Vietnam'’s provinces having areas for coffeeeceived not much technical support. Majority
cultivation, province Daklak has played importaoler householders have not received services for farming
accounted for more than 50% total area for coffegromotion, in particular, ratio of householdersttda
production in Vietnam. Coffee production in Daklads not receive services for farming promotion is 1000ér
been conducted by householders, began largely frameh householders, 95.2% over householders with
year 1990 and get further growth currently. Manyniddle income, and 94.7% over poor householders.
householders of coffee production in the past wenldeenwhile, the banks have quite good operations on
workers of coffee state farms, and they began eoffédoan support to farm householders, including therpo
cultivation after the state farm dissolved and tgdrthe householders. The poor householders of village tGatju
ground for them with the fixed interest to pay viaaverage in 2006 got the loan of USD 2 thousand with
cofffee product. In recent years, coffee production term 13 months.
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Sale canal of coffee in province Daklak 2006
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Competitiveness of Vietnam coffee and Daklak and India have reached about 0.8 ton/hectars. lostsc
coffee on labour and high productivity lead to low cost fo
product unit in Vietnam.
High competitiveness of vietham robusta coffeehia t All the major regions of Vietnam coffee productiare
past is relied mainly on four factors. The firstlisv  located near export ports because Vietham has long
wage for employees. The second is high productivityshape with narrow width. State policies for coffee
relied on using many fertilizers and water. Despitendustry may consider as open creating the equality
Vietnam has entered international market only rélgen environment for all units in coffee production, pess,
it has managed and reached high productivity viand consumption.
irrigation cultivation using various kinds of ingut Competitiveness may be defined via two major indexs
firtiizers and water. Vietnam has reached averagmit cost and direct relative competitiveness (DRC)
productivity 1.3 ton per hectar, several regionseha Typically, if one country has low unit cost and éxd
reached 4 to 5 ton/ha meanwhile Africa’s countied a DRC, it also has capacity to apply low export psice
Indonesia have reached only 0.30 to 0.35 ton/hasiBr create competition advantage in the global markets.
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Tab. 1: Index DRC of Daklak’coffee 2000—2006 Vietham has comparison advantage over production of
Ecological regions Index DRC coffee robusta. However, less favourable regionfaas
- less advantages than two other regions, so onlyl sma
Most favourable region 0.300 - . )
_ 0.325 variation of prices are enough to make impacts
Moderate favourablg region : immediately on coffee sale operations in the less
Less favourable region 0.628 favourable region.

Source :www.agroviet.go.vn
Coffee export intoUSA’s market

Index DRC variation in range 0 to 1. If the index for theVietnam began coffee export, largely coffee Robusta
region or the product has the less value, in paftic, into USA market since 1994 and reach export value
its value is near “zero”, it points to stronger @ottial VND 32 million in the initial year. In year 2000x@ort

to increase the value for products of the regiotiieo value had increased sharply to USD 112.749 million.
words, greater comparisron advantage for produdts orears 2001, 2002 and 2003 had suffered the redyctio
the region. and year 2006 got restoration and reached USD @84,1
Relied on the calculation results of the study teammillion, hold the sixth place among countries offee
ICARD, OXFAM of England and Hongkong for periodexport into USA. The sharp increase caused byabe f
1994-1999, may see that comparison advantages th&t Vietnam had began from “zero” level after the
coffee production in three ecological regions aeeyv countries reached the agreement on relation
different (most favourable region, moderate favblga normalisation, and currently Vietnam has reachegh hi
region, and less favourable region) and values\@éx rank among countries exporting coffee into USA. In
for domestical resources (index DRC) are alsaddition, Vietnam has exported largely the coffee
desperately different on regions. Most favourablgion Robusta with lower prices than other countries gain
has index 0.300, moderate favourable region hasxindTypically, Vietnam coffee prices are at level of21/
0,325, and less favourable region has index 0,628. prices level for countries of Latin America.

Figure 2: Amount and value of coffee export into USA’s marke period 2000-2006
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Source: Vietnam State Department for Statistic,7200

Amid export operations into USA’s market, VietnamFirst, majority Vietham companies have no enough
companies largely have exported the products in raatention to build and advertise the trade marks.

forms and via mediate agencies. Majority VietnanSecond, foreign companies have gained the market
companies sell their products to USA’s companies grower and capacity to press on purchase prices in
other foreign companies, and then the companies r@emestical market.

process the products and export into USA's market.  Third, because there is not identity of process#tee,

At present, Vietnam companies face followingso foreign companies have purchased only Vietnam
difficulties when to export into USA's market antther  coffee in raw form with cheap prices.

large markets:
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EXPORT CANAL OF VIETNAM COFFEE
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May say that up to current moment, there is vewy, fr  knowledges and experts with good legal knowledges
almost no Vietham company that export directly int@about the foreign countries.

USA's market . Main form of export is using mediate

agencies and raw products without process. Company

Trungnguyen is exception case among the domesticairucture and outlook of USA'’s coffee market
companies that got investigation within the regidhe

company is the first one that has built the tradek;n USA’'s coffee market: huge demand and high
opened the website and exported the roast and gricdmpetition.

coffee into many prestige global markets. Amid pssc USA consumes and imports the biggest amount of
of USA's market penetration, the company has used tcoffee in the world. Since the years 1990s, USA’s
deals with foreigner counterparts. coffee consumption reached the saturated level
On aspect of export markets, Company Trungnguyeslatively. USA imports 1.3 million ton coffee araily.

has reached the major markets such as USA, EUSA imported 1.17 million ton coffee in 1990, 1.38
Malaysia, Japan, Indonesia, Singapore. USA is gstat million ton in 2006, and as the biggest coffee int@o
market (accounting for 25%). Total export for 2006vorldwide, it imports the coffee amount valued labat
reached 130,000 to 150,000 ton, revenue about USISD 3 billion annually. It is expected that coffee
420,000. demand for coming 10 years continue to surge attipro
Company Trungnguyen export on prices FOB, transparate about 10% annually. High demand on coffee, but
by sea, ships defined by clients. Export to be @BF domestical production is still tiny size, it doest meet

so import taxs to USA's market to be shouldered kthe demand as required, so USA must import moss par
company-purchaser. Major export products bjrom countries as producers. USA has imported mainl
Company Trungnguyen into USA's market include thbom Brasil, Colombia and Vietnam. Amid top ten
kinds of flour coffee processed from coffee Arabécal  biggest exporters into USA, there are eight coastdf
Robusta packed in paper boxes or cans. Compahgtin America. This is challenge for Vietham
Trungnguyen has faced following major difficultiescompanies. Countries of Latin America have the
amid immediate export into USA's market: advantages on geography, and have penetrated USA
Differencies in culture of coffee consumption: Canp market for long time, so they have good knowledges
Trungnguyen want to present its trade mark, thie sty about the accustomed, preference and set up tlscan
coffee consumption and its culture, but its feadumee for effective market penetration. In addition, lotigne
different from the trade mark, the style on coffeef market penetration make the Latin America’s
consumption of the great foreign companies holdingroducts gain the important influences and crehee t
dominating position in USA’s market such as Compangonsumption preference in USA's market. At present,
Starbucks that americans have accustomed to. Wietn@mericans have more preference on coffee Arabiah th
com-munity in USA as major client for Companyoriginated from Latin America than coffee Robudtatt
Trungnguyen and it in the initial stage is limiteglsize. originated from South East Asia.

Development for new products: Americans have not

still accustomed to Company Trungnguyen’s products,

so Trungnguyen must study and develop the ne8harp increase of demands for special coffee

products in accordance with consumption preferénce products

USA.

Finance: To ensure the future development, iAccording to statistical data, the coffee produtése
conditions of limited ficancial own resources, Ca@np accounted for more than 91% of total amount of hot
Trungnguyen must rely on the resources fromdrinks in USA, makes considarable contribution, in
counterparts (agencies, providers, and other umits) particular, about 22.3% for growth of hot drink aiét
USA and in accordance with this fact, it must campe market in period 2000—2006. Annually average coffee
with the trouble incidents stemming from USA’sconsumption per person is about 4.5kg/person/yeat,
regulations and accountance operations. mean every person at average drink 2 to 3 cupsaer
Personal: Company Trungnguyen still lack theSpecially, consumption of the top coffee in 2006 i
experience cadres having capacity to operate ssittes creased 9% against 3% for year 2000 (6 years ago).
business abroad, experts with excellent foreigguage May say surely that USA has the highest level dfeeo
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Figure 3: Top ten coffee exporters into USA in 2006 (milliosD)
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Source : www.fas.usda.gov/ustrade

consumption, it equals the half of consumption hi t Correspond to regulations by FDA on the procedures

whole Europe. and notices on arrival of the products.
In case of complain related with the products abtee
USA's regulations and policies for coffee import treate it according to the Law on Food, Medicined a

Make up Products (FDCA).
Coffee products amid penetration into USA's markelo have the express trade code and trade markoid av
must comply with the standards on engineeringnistaken.
sanitary, savety etc. The import into USA must easu To comply with following legal documents regu-lagin

Correspond to regulations on quality by FDA the import operations on coffee products
The number of the file Measures to apply State authrities
19 CER 12 Regulat_|0ns on chemicals for insgcEDA, CFSAN, APHIS, PPQ, EPA,
prevention USCS
. Standards on engineering, tradeéDA, CFSAN, APHIS, PPQ, EPA,
19 CFR12.1 etseq; mark, labels. USCS
19 CFR.10 et seq Procedures on customs declarati%g'é’scFSAN’ APHIS, PPQ, EPA,
Standards on engineering, tradeéDA,CFSAN, APHIS, PPQ, EPA,
21 CFR 12.10 et.sep mark. labels USCS
21 USC 301 et seq Prevention on import of falsedgg Egé’SCFSAN’ APHIS, PPQ, EPA,
42 USC 151 et seq Sanitary and safety Egé’SCFSAN’ APHIS, PPQ, EPA,
7 CFR Part 351 Sanitary and safety Bgé’SCFSAN’ APHIS, PPQ, EPA,
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CONCLUSION processed coffee. On aspect of the raw coffee n¥iat
must face the competition from Latin America’s

In coffee global markets in general and in coffé@A’s  countries and Indonesia, and on aspect of the psede
market in particular there were big changes in mececoffee, lots of USA’s groups have dominated the
years. Consumption of common coffee has reached neaarket.
saturated state, meenwhile demand for special e&off©n aspect of policies, to raise the penetratioraciy
increased sharply. This is important suggestion fanto USA's coffee market, it is necessary to deploy
coffee industry development in our country. Thdollowing measures:
movements in global market and USA’s market iPolicy on study and application of science and
recent years and future tendency has showed sevearmdhnological achievements. To intensify investnfent
important points: the Institute for Coffee Study, encourage study and
First, amid years 1990s, global market prices fiffee  application of science and technological achievamen
reached high level and this together with produrctiofor productivity growth, costs cuts, coffee quality
boom lead to sharp increase of coffee in Vietnanenhancement. This is long term direction, because
especialy in province Daklak, that ensured the hugecquisition of the firm position on USA's market
income source for the companies and householderequires to have clean and high class coffee.
However, since year 2000, the supply increasedoghar System of market information to be reorganisedhsa t
and at same time the demand reached the neartsdturit serves directly the companies of business and
state that lead to reduction of coffee prices gratleed production.
big losses for the companies, especially foSystem of policies to be studied and made public to
householders of coffee farming. The moment foimprove the coffee value based on quality upgrade v
changing the production procedure has come outp soprocess. This is long tern direction to go alongause
transform the production procedure on width onte thUSA's market requires high quality coffee, coffeithw
production procedure on depth, to direct productiosafety standards get the growing preference and mor
strongly to effective targets and secure the enwirent higher prices than common coffee.
balance, standards on quality, upgrade the prdeess  On larger extent, Vietham ned to declare the pedi¢o
Second, during 10 past years, Vietham companies haenhance the competitiveness and risk reduction for
defined the pricing on coffee products based on tteoffee industry, for example, to build the market f
pricing information purchased from the Informationdelivery later, fund for price stability, raise eajity of
Agency Reuters, minus the expenses, converion inéxport companies, develop business of the processed
vietnamese money according to exchange rate, aandffee.
finally to fix the prices in the local region. Wadrl
practice showed that for about hundred years upta
coffee companies in the world have done only REFERENCES
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