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Abstract 189437

The purpose of this independent study is to identify the Operation of Coffee Exporters in
Champassack Province, Lao People’s Democratic Republic by implementing “Value Chain
Model” of Michael E. Porter. This model analyzes the activities that create the competitive
advantage for organizations. It is divided into two main categories of Primary Activities and
Supporting Activities. Primary Activities consist of Inbound Logistic, Operation, Outbound
Logistic, Sales and Marketing, Service. The Supporting Activities consist of Firm Infrastructure,
Human Resource Management, Technology Development and Procurement.

The study result of the Operation of Coffee Exporters in Champassack Province, Lao
People’s Democratic Republic found out that the Coffee Exporters are implementing their
Primary Activities of Value Chain Model as follows: the inbound logistic for transporting raw
materials for production, farmers are bringing their raw coffee from their farm to the buying point
of the factories which are mostly located at the front of their factories and farmers will receive
0.4 Baht/Kg for their transportation cost. This is not a major problem. The quality checking of
coffee by farmers and subcontractors major problems exist because of the mixture of dry leaves,
tree branches or stones in the coffee. The coffee moisture and coffee seed did not comply with
standards. All of these factors make for low quality of coffee and makes the cost of quality
checking and cull coffee increase. The Operation for improving the process of coffee quality
starting at the collection of coffee from its of production, cull of raw coffee process, soaking
process, peel process, drying process, baking process, keep in standardized storage process, cull
of coffee seed before roasting process and good packaging process. Some of the problems were
found in the maintenance of machines and equipment due to the staff’s lack of knowledge and

even of the humidity checking equipment was not easy to use. This makes the checking not
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comply with standards. About the Outbound Logistic it was found that there are good storage of
coffee before sellingw with drying and roasting is in accordance with standards. The Packing of
coffee is excellent and there is efficiency management system of goods in storage. Transportation
uses Free on Board (FOB) method to Klongteu Port in Bangkok found out some problems of
changing of coffee from Lao trucks to Thai trucks at the Lao-Thai border was carried out in out
door without a good management system in switching. The sales and marketing consist of mostly
exporting to Europe by contacting of customer themselves who are mostly the former costumers.
About Goods Trademarks, there is a problem of illegal copy of products. For set up of the coffee
price is using Free on Board (FOB) in Bangkok which sometimes equally with international price
but sometimes is lesser around 5-15% of international market price. For advertising and
promotion, most of the exporters is lacking of budget for this part. The Former (older) customers
are recommending for the new customers and sometimes there are some help from government
for advertising and introducing of customers. Exporters are lacking of customers information so it
is difficult to set up an efficient marketing plan and service, there is not any service after sell at
the moment.

The Supporting Activities found that the infrastructure of coffee exporters were met
problem of applying of quality management system of Hazard Analysis Critical Control Point
(HACCP) because to use this they will have to invest a large sum of money, human resource are
lacking in knowledge of quality system and did not cooperate in applying a quality management
system. Exporters have to of cash flow in their business. Existing operations were not
implementing enough information technologies because the cost of equipment was quite high and
lack the human resources to manage in this special term. About human resources management,
local labor was not enough during production period, A high percentage of the labor were in their
old age working with a high rate of mistakes and errors. For the training, the permanent staff was
applying very little knowledge from their training and the temporary staff found it very difficult
to learn about quality management system. About Technology Development, exporters were not
investing in research and development because of high investment together with the current staff
knowledge is still not appropriated with higher technologies. For Procurement, there is some
problem of the supplier and there is not enough for some services. For example, supplier of
machine and equipment, there is no service on equipment maintenance and service after sales.
Packaging buying from in side country was quite at a high price. Further than that buying coffee
from farmers and small contractors were mostly problem with quality controls and quality
maintenances. Transportation of hiring shipping companies found sufficiently in terms of

quantity, quality, service and the price was not so high.





