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ABSTRACT

Coffee constitutes one of the major agricultural export commodities of
Vietnam. In recent years, its production has increased significantly in terms of
area, yield, and total output. The Vietnamese government has recognized coffee as
a priority commodity and has implemented some research and development
programmes for its promotion. Vietnamese coffee prices have been low in
comparison to other countries. At present, Vietnamese coffee processing firms
employ different technologies with wide management practices. The economic

efficiency of these coffee processing firms was studied.

This study aimed to understand the economic efficiency of coffee
processing firms in the Central Highlands of Vietnam. It focused on the economic
efficiency of operations such as input uses, costs of processing, packaging, and

pricing of different products using a non-parametric approach.

The field surveyed found that there are six major types of agents in the
coffee processing system in the Central Highlands of Vietnam, viz. coffee farms,
state coffee plantations, coffee merchants, village collectors, state coffee
processing firms, and traders. These agents fall broadly under four distinct groups,
i.e. producers, intermediaries, processors, and traders. State companies are the
largest producers as well as the largest buyers and sellers in the coffee market.

State coffee processing firms operate as one of the main agents in coffee
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processing systems in this area. Government policies and world coffee markets

have had strong effects on the coffee processing systems in the Central Highlands.

There are three kinds of coffee processing firms Central Highlands, viz.
wet, dried, and mixed. All based on the absence or use of water to process the
coffee beans. In general, the scale of wet processing firms is larger than that of

dried and mixed ones.

Gross margin analysis was performed to reflect the profitability of 45
coffee processing firms. Total costs were lowest in mixed processing firms (17.77
million VND per ton of processed coffee) and highest in wet ones (18.50 million
VND). The net return per ton of processed coffee was highest in mixed prdcessing
firms (0.70 million VND) and lowest in wet processing firms (0.51 million VND).

A nonparametric approach using linear programming models was applied
to identify whether an individual firm faces binding expenditure constraints and
associated profit loss. The results show that all three groups of processing firms
face binding expenditure constraints under technological-bounded conditions. The
proportion of constrained firms in wet, dried, and mixed groups was 33.3%,
59.2%, and 55.5%, respectively. The wet processing group had a higher proportion
of actually efficient firms (33.3%), financially efficient firms (66.7%), and overali
efficient firms (33.3%). These proportions were 29.6%, 40.8%, and 18.5% for the
dried group and only 44.4 % of the mixed group were financially efficient firms.
The average profit losses of the expenditure-constrained firms under fechnological-
bounded conditions in wet, dried, and mixed processing groups were 22%, 29%,

and 8%, respectively.

The average profit losses from the expenditure constrained firms under
technological-unbounded conditions were 21% in the wet, 29.3% in the dried, and
34.2% in the mixed one. Finally, the wet processing firms were the best in
managing resources. Interestingly, the mixed group managed better than the dried
one, though it faced serious expenditure constraints under fechnological-

unbounded conditions.

In summary, the wet processing firms operated at the highest overall

technological-unbounded efficiency, followed by the dried and the mixed ones.
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