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ABSTRACT

The efforts towards the liberalization of trade in agricultural products have had an impact on coffee recently. The impact of open market in world coffee commodity causes the excess supply of world coffee. On the other hand, world coffee demand has stagnated, even in some importer countries, it has decreased so that it causes high level of competition among producers. This study represents Indonesia’s coffee competitiveness in United States market as the largest coffee importer. A two-stage demand equation was employed in this study. The first equation analyzed the United States demand by using a double logarithmic-linear approach to identify price responses generally in international trade. The second equation distinguished commodities by the origin country using an error correction almost ideal demand system (ECAIDS) approach. Error Correction Mechanism (ECM) was employed in order to accommodate the stationary of the series data. The result implied that a change of tea price as a substitute product of coffee strongly affected on coffee import demand. The increasing of US’s import expenditure would increase Indonesia export share which is relatively smaller than the increasing of other countries. Indonesia coffee had complementary relationship with Colombia coffee; however, with the other countries were substituted each other. An increasing on price of Indonesia coffee in the US market is expected to decrease Indonesia sales revenue, it is reflected by the value of own price elasticity.  Finally, Indonesia had a relatively weak market competitiveness and to improve its market competitiveness, Indonesia should become more competitive in cost allocation by improving the productivity and its quality through promotion.
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