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ABSTRACT

The roles of agriculture in the Indonesian economy remain important even though the
structural transformation process does not occur smoothly as outlined in the textbook of
economic development. The share of agriculture in the country’s Gross Domestic Products
(GDP) has been declining to 15.7 percent in 2011. Most agricultural commodities in Indonesia
must pass along the supply chain before they arrive at consumers. From farmers to consumers,
it may pass through collectors, village and district-scale traders, wholesalers, distributors,
retailers. Along with the flow, goods or products may be cleaned, sorted, dried, and undergone
other simple processing, transported, and manufactured. The supply chain of agricultural
commodities in Indonesia is very long and complex involving many actors. Such a complex
and long-chain leads to a concern by the government as it causes high price disparity between
farm-gate and retailers (Padjung, R., 2018). The Indonesian agricultural commodities, however,
remain facing various challenges, such as low-yielding smallholder crop systems, sustainability
pressures, low-quality of production, long supply chain, and complex marketing problems,
underinvestment, inadequate infrastructure, underdeveloped agricultural practices, and
restrictive government policies (Arifin, B., 2013).

Especially for the Indonesian agricultural product marketing and supply chain are
running through a long marketing chain most of the time because of some marketing agent
looking for benefits which cause the decrease of farmer income (Juswadi et al., 2020). The
strength of Indonesian agricultural products is the number and variety of food crops, plantations,
horticulture, livestock, fisheries, and forestry for domestic and export needs. Many Indonesian
agricultural products are included in the rising star category in the ASEAN market. Including
Coffee and Pineapple (Ningsih and Kurniawan, 2016). Pineapple which is one of the flagship
products of the horticultural commodity has an economic value and high market demand.
Based on data from the Indonesia DJHKP (2011), among the commodity fruits, pineapple has
value and volume tends to be the highest in the period 2003 - 2011. Besides that, the aspect of
production capability for commodities pineapple is not optimal, besides the production of
commaodities optimality problems relating to land issues, breeding, cropping, and cultivation;
post-harvest and production issues such as quality assurance, receipt of goods, storage, up to
marketing and distribution process including, in this case, is the payment process a transaction
that will ultimately inhibit increase pineapple as the source of income of small farmers
(Singagerda, F. S., 2016).



In line with arabica coffee as the higher prices and potential source of income of small
farmers, in recent years, the trend in coffee consumption has exploded in various countries.
During 1990-1996, Indonesia was a major producer of world coffee. According to the
International Coffee Organization (2016), the position of the major producer of coffee has been
occupied by Vietnam since 1997 until now. The decline in Indonesia’s position is caused by
the saturation of Indonesian coffee export destination countries which results in declining
demand for Indonesian coffee exports (Meiri et al., 2013). Indonesia’s National coffee
productivity has fallen in recent years since 2017, so there is an imbalance between the growth
of national coffee consumption and the level of coffee production (Andoko et al., 2020). Many
issues and challenges affect coffee productivity. The quantity of Indonesian coffee supplied to
the international market depends on the secured supply of domestic raw materials and the
efficiency of the supply chain network (Rosiana et al., 2017). Given this background, the
research for this thesis has attempted to investigate and identify the challenges and problems
occurred of pineapple and arabica as an agricultural commodity in Jambi province, Indonesia.
The first chapters of the present research give an introduction and an overview of the research
issue and objectives.

The second chapter focuses on the first objective, that aims to reveal the supply chain
current conditions and the barrier of supply chain processes from growers to the end consumers
of pineapple in rural areas which can then be a reference for making policies to strengthen
supply chain systems in rural areas that are better for a later day. The case study research was
chosen to provide in-depth exploration and description of the current marketing system and the
actors involved in the supply chain in Tangkit Baru hamlet. The results showed actors involved
in the supply chain system are farmers, middlemen, wholesalers, local home industries, and for
small farmers, development showed two major on-farm and off-farm barriers.

The third chapter to develop a strategy to improve the competitiveness of agricultural
products (pineapple) in the market. A Porter's five forces model (PFFM) is used to develop
better strategies by understanding and exploiting the conditions of pineapple farming. Research
findings found that middlemen and wholesalers from outside Muaro Jambi Regency have a
significant role and power in the pineapple business, they play a role in setting the base price.
It results in small farmers involving value-added activities because of the concept of “business
as usual”. Pineapple market in Muaro Jambi Regency is only focused on the local market, not
for international markets. The pineapple can provide income for small farmer livelihoods when
using available resources with low capital investment while increasing the value chain of

pineapple farming through the power identified from the PFFM model and continuing to



maintain or strengthen factors that can further strengthen pineapple product in local markets
and national markets as the further improvement strategy to lifting the competitiveness of the
pineapple farming value chain in this village. If factors identified from PFFM model could be
adopted, it will further strengthen the pineapple in the local market and the national market as
a strategy to further enhance the competitiveness of the value chain in this village. Furthermore,
will affect increasing the income of each actor involved.

Chapter four aims to investigate the supply chain and the value-added distribution of
the marketing channel that is formed from an agricultural product (Pineapple) that occurs in
Tangkit Baru village. The research location was determined intentionally (purposive),
considering that the Muaro Jambi Regency is the biggest pineapple small farmer production
center in Jambi Province. Gathered data and information through interviews with farmers,
middlemen, local traders, wholesalers, and pineapple local home industries. The value chain
with value-added analysis was conducted to determine the performance of marketing of
pineapple fruit, with the indicators covering the cost of production inputs, labor, procurement,
and transportation of farmers and marketing actors involved. The results showed that in the
case of pineapple’s marketing chain can be identified that in the research area there are 3
marketing channels, of which marketing channels 2 and 3 very depend on the presence of
middlemen and the marketing channel 1, farmers do not rely on the presence of middlemen but
conducting a direct sale to wholesalers who come from outside the research area, but farmers
find it difficult to sell on marketing channel 1 because the quality requirements are not met.
The distribution of value-added and price are wholesalers that get the largest share value and
for the distribution of profits it is identified that farmers get a share the greatest share value.
Marketing Channel 1 is the best for farmers, namely farmers sell directly to wholesalers who
come directly from outside the area Muaro Jambi Regency then the farmers get the highest
price for the harvest of pineapple, but for some reason the farmers sell through other actors,
most the problems are small farmers not be able to meet quality requirement from wholesalers.

In chapter five, contradictory facts that Arabica coffee is a specialty coffee export
commodity that has a higher selling price and contributes importantly to the Indonesian
economy. However, the problem of marketing of exporting coffee commaodities is still a major
obstacle and fundamental problem. This chapter explains the successful reason for cooperatives
already able to export and have determined the export market as the prime destination, and the
second to clarify the remaining challenges of arabica coffee marketing. A qualitative method
was employed to capture the complexities of marketing challenges and Semi-Structured

interviews were conducted. The results showed that the fundamental challenges were the



inconsistency of supreme quality, price fluctuation, long bureaucratic absence of a bank loan,
and the role of government. The study noted that it should do crucial first steps, focusing on
improving ways of producing and maintaining superior quality that meets export standards and
providing capital stimulus. Then it is necessary to hold synergy and encourage the seriousness
of the role of the local government to give full support to farmers and cooperatives.

Chapter six aims to analyze the cost and profitability of arabica coffee through the direct
selling system among cooperatives and its farmers. The in- depth interview was conducted with
the chief executive officer (CEO) of the ALKO cooperative and farmers who are members of
the ALKO cooperative. The indicator for all costs is calculated based on the distribution of
each type of cost item, namely variable costs, fixed costs, and total costs. The calculated
profitability indicator is the gross profit generated from the sales quantity multiplied by the
sales price (cooperative) and the yield multiplied by the sales price (farmers). Then to calculate
the net profit generated, namely the gross profit minus the total cost. The Mann-Whitney test
with a significance of 5% was used to determine the difference between all cost items, variable
costs, fixed costs, total cost, and profitability of the cooperative and its farmers. The result
shows the monthly net profit generated by cooperative higher than farmers, but the return point
of farmers is 0.87 points higher than cooperative, it shows that in profitability, farmers get to
benefit more from the direct selling process from farmers to cooperative, because of the costs
incurred by farmers is less in terms of quantity and total cost item, but farmers get a high and
fair selling price for red cherry arabica coffee. The findings make several contributions to the
literature. First, the calculated gross and net profits are large, but statistically, they are not much
different between the cooperative and farmers. Second, farmers enjoy more profitability with
a higher net return point and ROI than the cooperative. This result can encourage policymakers
to consider our novel finding that a direct marketing scheme can be applied to other areas of
economic sustainability development in rural Indonesia.

In chapter seven, aim to investigate comparison cost, profitability, and challenges of
arabica coffee farming of cooperative and non-cooperative small farmers in Kerinci regency.
The present study was designed to investigate comparison cost, profitability, and challenges of
arabica coffee farming of cooperative and non-cooperative small farmers in Kerinci regency
based on a direct survey conducted with a total of 102 arabica coffee farmers. The study has
identified that the biggest element of variable cost was hired labor, both of cooperative and
non-cooperative farmers. The farmers should use local labor to decrease cost of labor, or
because land size farming is categorized small, farmers suggested to handle their cultivation of

arabica coffee farming with family members with free of daily wage. One of the more



significant findings to emerge from this study is that it statistically reveals the difference of
sale price and net profit among cooperative farmers and non-cooperative farmers (The two-
sample t-test with a significance of 5%). These findings suggest that non-cooperative farmers
should join the cooperative, because the cooperative was able to provide a much better price,
guidance of efficient cultivation that impacts the yield of arabica coffee farming. Moreover,
increase their income from arabica coffee farming in the future.

Finally, chapter eight draws several conclusions and makes some policy
recommendations to improve two different agricultural commodities (pineapple and arabica
coffee) in the same rural region (Jambi province). The recommendations were to establish a
strong and financially strong cooperative in the Muaro Jambi region to ensure the absorption
of pineapple yields at high selling prices for small farmers. Also, farmers should join the
cooperative as this would be very beneficial for farmers, especially to increase their income in
the future. Learn from the Arabica coffee commodity in the Kerinci region. In this area, the
agricultural commodities have managed to find and expand the marketing area and determine
the international market (export) as the main sales area. As a result, the selling price of
agricultural products will automatically increase. Kerinci regency can also learn from Muaro
Jambi regency that it can control the local market. This is a sign that Kerinci regency Arabica
coffee needs to learn from pineapple commodities to enter the local market of Jambi province
and Indonesian national market. It can be suggested to policy makers and local and central
government that these two superior agricultural commodities need attention and assistance,
especially support in the form of financial capital to extend farming size and training to
implement good agricultural practices, which goes hand in hand with the seriousness of the
government in supporting small farmers and cooperatives. This will be a synergy that will
significantly raise the living level of farmers in rural areas and influence the massive economic

movement of rural areas. It will also prevent the migration of villagers to the cities.
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