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Introduction 

1.1 Personal background 

Like many Indonesians, I am a coffee lover. This implies that I drink coffee at many 
places and for different occasions, and I always find good reasons to have a cup of 
coffee. Sometimes, I buy coffee beans directly from the coffee farmers, which I 
subsequently roast to have a good cup of coffee at any moment of the day. In other 
instances, I visit a coffee shop to drink coffee. Fortunately, there are many coffee 
shops in my hometown Jakarta, which offer me many choices for drinking a cup that 
cheers. Drinking coffee in coffee shops has been part of my lifestyle since around a 
decade ago and I noticed that this holds true for many people in Jakarta. 

It must have been on a warm and humid afternoon in 2010 when I was drinking a 
‘Caramel Macchiato coffee’ and enjoying ‘tape bakar’ (toasted and fermented cassava 
with peanut sauce) in my favorite Starbucks coffee shop in Jakarta that I started to 
think a bit more about the coffee being served. First, I realized that there is a large 
variety of coffee brands; some of them operate on an international (even global) scale 
(e.g. Starbucks), others on a national scale (e.g. Kapal Api, Kopi Luwak, Kopi ABC), or 
local scale (e.g. Kopi Toraja, kopi Gayo, Kopi Sidikalang). Coffee beans being grown and 
harvested in Indonesia are not necessarily consumed in Indonesia, but may spread all 
over the world, to coffee shops and consumers in the United States, Europe and 
elsewhere in Asia. Second, I started thinking about the price differences that exist 
among the different coffee brands. Usually the most expensive coffee seems to be the 
internationally branded coffee. Is this price differential a matter of coffee quality? I am 
not sure. The coffee that I directly buy from the farmers, which is much cheaper than 
coffee in a coffee shop in Jakarta, has the best flavor according to my view. Besides, I 
often order ‘Java Frost coffee’, not because it is much cheaper than for example 
Starbucks coffee, but because I really enjoy its taste.  

If price differences cannot be explained by differences in quality or taste, what is then 
the explanatory factor? I was thinking that it was simply because the Starbucks café 
provided a cozy place for working, with some nice music and Internet connection. 
However, when I asked the barista, he introduced the concept of certification to me. 
He explained that the more expensive coffee they are selling is actually‘certified 
coffee’. With this term, the barista referred to coffee that has been produced based on 
a set of sustainability standards that regulate the environmental, social and economic 
aspects of coffee production. The more expensive coffee was planted and grown 
according to the principles of good agricultural practices (without using chemical 
fertilizers or pesticides), which as the barista told me, make this coffee a healthier and 
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environmentally friendlier product. Furthermore, in the price of certified coffee, a 
share (i.e. premium) is included to guarantee that the farmers also financially benefit 
from the coffee production. In other words, the barista believed that certified coffee 
enhanced the economic performance of coffee farmers.  

As an economist employed at the University of Indonesia, I have been in the fortunate 
position to travel a lot across the Indonesian archipelago for conducting research. 
Often, these travels brought me to farmers, including certified and conventional coffee 
farmers in remote areas. Remembering the conversation with the barista, I was struck 
by the fact that many coffee farmers, including the certified ones, were living in 
poverty and sold their coffee for prices well beyond the price I pay for one cup of 
coffee in an Indonesian coffee shop. The gap between what the barista told me that 
evening and the situation I faced in the farmer villages, created a puzzle for me. Is it 
really true that certification creates better economic opportunities for coffee 
producers, and if not, why not? This puzzle provided the point of departure for the 
research underlying this dissertation. 

In this introductory chapter, I start working on this puzzle. First, I explore the 
characteristics of the coffee sector in Indonesia (1.2) and the actors and their 
relationships in the coffee chain (1.3). Next, I have a look at the world of coffee 
certifications (1.4) and results of earlier research (1.5). This is followed by the objective 
of this study and research questions (1.6), the methodological choices (1.7), some 
notes on the relevance of this study (1.8), and challenges in the fieldwork (1.9). 

1.2 Profile of the Indonesian coffee Sector 

Indonesia produces a wide variety of agricultural products. Coffee is, in terms of 
planted area, the fifth largest commodity produced after palm oil, coconut, rubber and 
cocoa (BPS-Statistics Indonesia, 2016). Indonesian coffee is produced by large estates 
and smallholder farmers, but smallholders significantly outnumber large estate coffee 
plantation areas as they own 96% of the total coffee plantation area representing 95% 
of the total Indonesian coffee production (Directorate General of Estate Crops, 2017).  
On average, an Indonesian coffee smallholder farmer owns 0.542 hectares of land 
(BPS-Statistics Indonesia, 2013; SCP, 2014; Directorate General of Estate Crops, 2015) 
and around 1.9 million coffee farmers depend on coffee production for their 
livelihoods (Directorate General of Estate Crops, 2017; BPS-Statistics Indonesia, 
2017).Given average coffee farmer family sizes of 4 persons (BPS-Statistics Indonesia, 
2017; Wahyu and Jati, 2012) we can say that around 7.6 million Indonesians directly 
depend on coffee production for their daily living (Wahyu and Jati, 2012).  
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Globally, Indonesia is the world’s fourth largest coffee producer in the world and 
contributes 6.6% to the total, global coffee production after Brazil (36.27%), Vietnam 
(16.82%) and Columbia (9.56%).  Indonesia produced 664,460 tons of coffee beans in 
2015 (ICO, 2017) with an export value of USD 1.19 billion. The United States are the 
largest importer of Indonesian coffee, accounting for 24% of exported Indonesian 
coffee, followed by Japan (9%), Germany (7%), Italy (7%) and Malaysia (6%)(BPS- 
Statistics Indonesia, 2017). 

Indonesian coffee production is geographically scattered as not all regions are, given 
their climatic and geological conditions, equally suitable for coffee production. 
Sumatera and Java are suitable regions for coffee production and-in terms of total 
coffee production-the most important Indonesian coffee producing regions 
(Directorate General of Estate Crops, 2017). Sumatra accounts for 69% of the total 
coffee production, followed by Java with 15.9% (see Table 1.1).  The productivity 
fluctuates between 40 kg/hectare (in the Riau Islands) and 1067 kg/hectare in North 
Sumatera (Directorate General of Estate Crops, 2017).  

Table 1.1 
Coffee Production in Indonesia, 2016 

No Province Area (Ha) 
Production 

(kg) 
Productivity 

(Kg/Ha) 
Farmers 

Labor Force 
Participation 

1 Sumatra 774806 461097 743 865121 2420 
2 Java  184022 106334 793 570913 53941 
3 Bali and NusaTenggara 119150 41706 561 215377 652 
4 Kalimantan 22601 6814 496 49825 

 5 Sulawesi 118261 48925 655 186111 6110 
6 Maluku and Papua 14453 2779 387 16982 

 
 

Indonesia 1233294 667655 722 1904329 63123 

Derived from: Directorate General of Estate Crops (2017) 

 

The majority of coffee produced in Indonesia exists of so-called Robusta coffee (74%) 
whereas the remaining 26% exists of Arabica coffee. Robusta coffee is relatively easy 
to grow and has spread from Java- where it was introduced around 1900- to other 
islands, mainly to Lampung, South Sumatra, West Sumatra, Jambi, Bengkulu, Nusa 
Tenggara, Bali, and Kalimantan. Arabica coffee demands more specific and unique 
growing conditions (Murphy and Dowding, 2016; Dias and Benassi, 2015; Keidel et al., 
2010) and is therefore mainly planted in Aceh (Gayo), North Sumatra, Sulawesi and 
Papua. Robusta coffee is easier to grow because it can be grown at lower altitudes, is 
more resistant to pests, less vulnerable to weather conditions and it produces fruit 
more quickly and with higher yields than Arabica coffee (Murphy and Dowding, 2016; 
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Dias and Benassi, 2015; Keidel et al., 2010). The coffee species not only differ in 
growing conditions, but also in taste, price and caffeine content (Khapre et al., 2017; 
ShaleneJha, 2014; Dias and Benassi, 2015; Keidel et al., 2010). Arabica coffee has a 
softer taste and lower acidity than Robusta coffeewhich has a stronger, harsher taste, 
and contains twice as much caffeine (Murphy and Dowding, 2016; Shalene, 2014).  

Overall, the coffee sector in Indonesia suffers from a low productivity (on average 722 
kilogram per hectare per year), which is estimated to be 60% of its potential (Wahyudi 
and Jati, 2012). Also, the quality of the coffee beans could be drastically improved (de 
Wolf, 2013; Arifin, 2010). Smallholder producers are often addressed as the rural poor 
and they are rather vulnerable because of their small land holdings, unstable incomes, 
and limited access to credit and extension services (Harvey et al., 2014). Certified 
coffee only covers a small proportion of the total coffee production: approximately 
46,867 ton (or 7.3% ofthe total Indonesian coffee production in 2011; Wahyudi and 
Jati, 2012), and 11% in 2014 (Neilson, 2017), and roughly 7% of the total coffee export 
in 2012 (SCP, 2014). These numbers, however, are expected to increase sharply in the 
coming years (ITC, 2011) as a result of an increased demand at both the consumer and 
producer side. The increase at the consumer side is mainly driven by increasing 
attention for a healthy diet, which is often associated with sustainably/ organically 
grown products, whereas the increased demand for coffee certification at the 
producer side results from the prospects of receiving economic benefits from 
certification (e.g. higher prices, premium fee). 

1.3 Actors and their relationships inthe Indonesian coffee value chain 

The coffee value chain typically covers the full range of actors and their activities 
involved in a coffee bean’s life cycle, i.e. from the extraction of seeds, through the 
different phases of production, the delivery to consumers, and disposal after use 
(Kaplinsky, 2000). This chain is often complex and varies in different countries, but 
typically includes farmers or farmer groups, hullers, collector traders, middlemen, 
exporters, and roasters. A generalized visualization of the Indonesian coffee value 
chain can be found in Figure 1.1 
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Figure 1.1 
A generalized overview of the Indonesian Coffee Value Chain (conventional and 

certified coffee, see chapter 2) 

 

The value chain of certified coffee is shorter than the conventional value chain as 
certified coffee farmers generally directly sell their coffee to collector traders who are 
appointed by the exporters and herewith exclude middlemen from the value chain. 
The underlying idea is that shorter value chains are more efficient and therefore result 
in a higher profit for farmers. Another difference between certified and conventional 
coffee value chains is that exporters play a more important role in the certified chain 
than in the conventional chain. The exporters namely hold the sustainability 
certificates, pay the certification costs, and arrange training in Good Agricultural 
Practices. Certified exporters further determine coffee prices based on coffee samples 
that are analyzed for the occurrence of defects, bean moisture, bean size or grade, 
organoleptic quality, and taste. When non-conformities are found, price deductions 
are made from the basic market price, whereas coffee of an exceptional taste and 
quality may receive higher prices. The coffee market price is ultimately determined by 
the London International Financial Futures Exchange for Robusta coffee and the New 
York market for Arabica coffee.  
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The fact that Indonesian coffee production is mainly driven by smallholders also affects 
the character of the value chain. Smallholders work on small plots of land and usually 
do the primary processing of the coffee beans (drying and hulling) themselves. 
Therefore, most Indonesian coffee farmers directly sell their coffee beans to collector 
traders who visit the farmers frequently and generally buy small amounts of coffee. 
Subsequently, many collector traders sell their coffee to middlemen who act as 
intermediaries between collector traders and large export-oriented trading houses. 
These exporters will sell most coffee as green beans to either multinational traders or 
international roasters. Increasingly however coffee is also sold from cooperatives or 
middlemen to Indonesian roasters for domestic consumption or export. If large 
companies would drive the coffee production, the value chain would be shorter 
because large companies directly sell their coffee beans to exporters or domestic 
roasters without the involvement of collector traders or middlemen. 

Although the value chains of certified and conventional coffee can be strictly separated 
in theory, they overlap and interact in practice, which implies that certified coffee 
often penetrates the conventional market, and vice versa. This can partially be 
explained through the existence of strong social ties and relationships between 
Indonesian actors that determine- sometimes more than certification- to which actors’ 
coffee is sold (see Figure 1.2 and chapter 3). So far, the existence of these various 
relationships among actors in the Indonesian coffee value chain, and the way in which 
they influence coffee trade, have been largely neglected in research. 
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Figure 1.2 
A summary of Indonesian Arabica and Robusta coffee marketing channels 

(conventional and certified – see chapter 3) 

 

Figure 1.2 shows that coffee trade from farmers to exporters or roasters in so-called 
coffee marketing channels can be complicated and non-linear in practice. To do justice 
to the non-linear character of marketing channels in the Indonesian coffee sector, we 
distinguish three types of coffee marketing channels: certified coffee marketing 
channels (i.e., only covering certified coffee), conventional coffee marketing channels 
(only covering conventional coffee) and mixed coffee marketing channels. The latter 
cover combinations of certified and conventional coffee. Certified coffee usually enters 
the conventional market at the moment it is sold by certified farmers to conventional 
traders. Farmers often have long-standing relationships with traders and decide to 
continue trade with them after becoming certified. Another reason is that 
conventional traders directly pay the coffee beans to the farmers in cash. When 
certified farmers sell their beans to certified traders they have to wait for their money 
till the exporter has set the price based on the quality of the beans. Certified farmers in 
direct need of cash therefore prefer to sell to conventional traders.  Conventional 
traders subsequently also provide advance loans to certified farmers to cover 
production costs, under the prerequisite that the farmer sells (part of) his/ her 
production to the trader for pre-set prices. Lastly, we observe that certified coffee 
beans are sold to the conventional market if they do not meet the quality 
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requirements of the certified market (e.g. if the moisture content is below 9% or above 
13%). 

The penetration of conventional coffee into the certified market commonly happens 
when conventional farmers sell beans to certified traders and when certified exporters 
purchase conventional coffee beans from conventional middlemen. The motivation of 
the seller is simply that the certified market offers a better price than the conventional 
market. However, penetrating the certified market with conventional coffee is not 
simple and there are strict requirements. It is, however, possible to sell coffee as 
certified if in reality it exists of a mixture of conventional (max 20%) and certified 
coffee. Therefore, and in some cases, certified traders purchase coffee beans from 
conventional farmers to be able to sell the coffee for a lower price.  Subsequently, 
many certified exporters buy coffee beans from middleman or conventional traders to 
fulfill their contract-based export quota of certified coffee. In these cases, the 
exporters face a lack of certified coffee to meet their quota. Certified coffee is then 
complemented with conventional coffee to increase the quantity of coffee being 
processed or sold. 

1.4 Coffee certification in Indonesia 

Coffee certification was introduced in Indonesia by NGOs, predominantly from 
developed countries, in the 1980s (Ibnu, 2017; Wahyudi and Jati, 2012). The rise of 
sustainability standards was (at least partially) driven by consumers of Northern 
countries who had become more concerned about the ethical and environmental 
conditions in which agricultural products were produced. Indonesian exporters 
adopted Rainforest Alliance (RA) in Aceh in 1993, followed by Fairtrade (FT) in 1997 
(Wahyudi and Jati, 2012; Arifin, 2010) as they perceived the sustainability standards as 
a requirement of a legitimate business meeting consumers demands. Almost 25 years 
after the introduction of the first coffee sustainability scheme, the attempt to 
introduce sustainability certification in Indonesia remains a challenging issue, as there 
are millions of coffee farmers in remote regions. According to SCP (2014), about 93% 
of the Indonesian coffee farmers are still not certified.  

Currently there are a significant number of private coffee certification schemes 
operating in Indonesia, including Organic (USDA/NOP, JAS), UTZ, 4C, C.A.F.E Practices, 
Fairtrade (FT), Rainforest Alliance (RA), Shade Grown, Geographical Indication and 
Indonesian Organic SNI. These schemes mainly certify Arabica coffee (75%), and to a 
lesser extent Robusta (25%) mainly in Aceh and North Sumatera (75% of the certified 
coffee), but also in South Sumatera, East Java, South Sulawesi, Bali and Papua 
(Wahyudi and Jati, 2012). Very recently, Indonesia also started to develop its own, 
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public standards for palm oil (ISPO), cocoa (ISCocoa) and coffee (ISCoffee) (Wijaya et 
al., 2017). Although these public standards are not (fully) operational yet, they express 
the intention of the Indonesian government to implement and monitor the way in 
which agricultural products, including coffee, are produced.  Both private and public 
certification schemes aim to help farmers overcoming economic, social and 
environmental challenges in the Indonesian coffee sector. Economic challenges include 
low productivity, low and volatile prices, an unequal distribution of financial benefits 
along the value chain, and inefficient marketing channels. Social challenges refer - 
among other issues- to inadequate or non-existent safety measures, child labor, weak 
farmer organization, and low education. Environmental challenges refer to 
inappropriate pesticide and fertilizer application, deforestation, soil degradation, 
inappropriate or non-existent waste management, and the occurrence of rust disease. 

All global coffee certification schemes assure traceability and compliance to rules and 
regulations by external, third party audits (e.g. Control Union, IMO, Biocert). To help 
farmers fulfilling all requirements that come along with certification, global coffee 
certification schemes provide technical assistance (capacity building, training) through 
farmer field schools and training provided by the exporters (the certificate holders) or 
NGOs. These trainings include, but are not limited to, learning technical skills, 
organizational skills and practices. Private schemes furthermore try to create their own 
niche markets, implying that they differ in their angle taken towards sustainability and 
the inclusiveness of their regulations. 

FT aims to promote fairer trading conditions by introducing a minimum price for 
farmers to ensure that coffee prices cover the costs of sustainable production (Sadler, 
2017; Fairtrade, 2016; Ruben and Zuniga, 2011; Bredberg, 2010). Different from other 
sustainability standards, FT uses premium fees for investments in sustainable 
development and community empowerment (Fairtrade, 2017; Sadler, 2017; Phillips, 
2014; Ruben and Zuniga, 2011), for example through projects improving water 
management, soil conservation, and erosion control (Frank and Buckley, 2012) 
orbuilding public facilities (schools, health centers) and improving infrastructure 
(Sadler, 2017; Frank and Buckley, 2012). Further, FT provides pre-financing to farmers 
and facilitates long-term trade-partnerships (Ruben and Zuniga, 2011). The standard 
consists of 84 principles (Jermann, 2016), which cover social dimensions (55%), 
economic dimensions (24%) and environmental dimensions (21%). Most FT certified 
farmers (Arabica) can be found in Aceh, North Sumatra and Sulawesi. The FT 
certification fee, paid by exporters, is roughly USD 0.06 per 0.45 kg (1 lb) with an 
annual fee of 0.03 to 0.034USD/lb (de Janvry et al., 2014). Cooperatives receive a fixed, 
annual premium fee of USD 200 – 2000 per ton, depending on the number of their 
members (Giorgi, 2013; KPMG, 2012). This equals a premium fee around USD 0.03–
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0.06/kg (i.e. USD 0.013/lb- 0.027/lb). These premium fees will subsequently be 
allocated to projects to support nature conservation and the local community. The 
exact type of project will be determined by mutual agreement among farmers as 
cooperative members. 

Rainforest Alliance (RA) certification has been initiated by Sustainable Agriculture 
Network (SAN) in 1991 (Ventura, 2007) and focuses on the conservation of biodiversity 
and the creation of sustainable livelihoods. RA aims to enhance coffee production and 
reduce production costs through farmer field schools and training in good agricultural 
practices (Buses, 2012; Bredberg, 2010). Different from FT, RA does not guarantee a 
minimum price nor a fixed premium fee (Bredberg, 2010). The RA standard covers 101 
requirements that comprise of 46 social principles, 44 environmental principles and 11 
economic principles (Jermann, 2016). RA certification is prevalent among Robusta and 
Arabica farmers in Aceh, North Sumatra, Lampung, South Sumatra, Java, East Nusa 
Tenggara, Sulawesi and Bali. Participation costs are based on trading volume and types 
of commodity (e.g. coffee, cocoa, tea), and lies around USD 0.30 per kilogramof green 
coffee (Rainforest-Alliances.org). In addition, royalty costs are quarterly charged and 
lie around USD 0.030 per kilogram of green coffee beans and the annual auditing costs 
depends on farm size and market price (Rainforest-Alliances.org). In Indonesia, the 
amount of RA premium fee is mainly determined by exporters as certificate holders, 
and may therefore differ from exporter to exporter. In the fieldwork underlying this 
dissertation we found RA premium fees between USD 0.03–0.06 per kilogram (Astuti 
et al., 2015). 

As from 2002, Indonesian exporters have adopted coffee certification initiated by 
private companies such as Ahold Coffee (UTZ), Alliances of large American coffee 
roasters such as Kraft food, Saralee and Nestle (4C) and Starbucks (CAFÉ Practices). 
Generally, these private companies aim to ensure a continuous supply of high quality 
coffee (Murphy and Dowding, 2016) that meets consumer sustainability demands 
(OECD, 2008). UTZ certified further aims to increase farm productivity and 
transparency among coffee actors in the value chain and promotes the formation of 
farmers’ organizations such as cooperatives. It has 112 requirements covering 
economic (58%), social (31%), and environmental aspects (11%) (Jermann, 2016). 
Arabica and Robusta exporters in Aceh, North Sumatra, Lampung, and South Sumatra 
hold an UTZ certificate. On the 7thof June 2017, UTZ announced to merge with RA to 
simplify the certification process and make it cheaper for certificate holders. What this 
amalgamation exactly implies for the costs, remains to be seen, but UTZ used to 
charge a volume-based fee that is set at USD 0.012/lb (0.45 kilo) of green coffee 
(UTZ.org). In addition, the audit costs depend on the negotiations between the 
certification bodies (CBs) and exporters, as UTZ does not set the audit costs. UTZ also 
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does not determine the fluctuating premium fees. Indonesian exporters, as certificate 
holders, determine premium fees for coffee farmers based on the market price for 
coffee. Usually, UTZ certified coffee farmers receive a premium fee between USD 0.04 
and 0.13 per kilogram (or USD 0.018/ lb – 0.058/ lb). 

The Common Code for Coffee Community (4C) was initiated by the German 
Development Cooperation Agency (GTZ) and the German Coffee Association (DKV) and 
became present in the Indonesian coffee sector in 2006 (Ingram et al., 2016; Arifin, 
2010). 4C aims to achieve a better coffee quality and maintaining a sustainable supply 
of coffee in the future (Nestle, 2016). 4C is generally perceived to be less strict than 
RA, FT and UTZ asithas fewer principles (27) than the others and comprises of 8 
economic, 9 social and 10 environmental principles (4C Code of Conduct, 2016). The 
adoption of 4C is most prevalent among Robusta farmers in Lampung, South Sumatra, 
and Java. The certification costs are paid by the producers and large industry members 
(e.g. importers, trading brokers, roasters). The producers pay less than large industry 
members and the membership fee also depends on coffee volumes being sold and lies 
around USD 0.10/lb (USD 0.45 kilo) (Kolk, 2013). Similar to UTZ, 4C does not set the 
level of the premium fees; exporters as certificate holders do so. In general, 4C 
certified Indonesian coffee farmers receive an annual premium fee around USD 0.02–
0.13per kilogram or 0.9c/ lb – 5.8c/ lb (Astuti et al., 2015).  

CAFÉ (Coffee and Farmer Equity) Practices is a certificate that was initially introduced 
by Starbucks in 2006 to ensure that Starbucks is sourcing sustainably grown and 
processed coffee by evaluating the economic, social and environmental aspects of 
coffee production (Starbucks, 2013; Ababa, 2015). Compliance to CAFÉ Practices is 
verified by SCS that is a neutral, financially independent third party. CAFÉ practices 
consist of 29 principles decomposed into four aspects:  product quality (2 principles), 
economic accountability (3 principles), social responsibility (8 principles) and 
environmental leadership (16 principles). Compared to the other certifications, CAFÉ 
Practices has more environmental principles. Similar to FT, the CAFÉ Practices standard 
also covers minimum wages, restricting child labor and assuring safe working 
conditions (Sadler, 2017). The CAFÉ Practices standard is most commonly adopted by 
Indonesian Arabica farmers in Aceh, North Sumatra and Sulawesi. In terms of 
certification costs, there is no producer-based application fee for CAFÉ Practices and 
Indonesian exporters have to pay all expenses related to their participation in 4C. In 
addition, costs related to the SCS audits are paid by Starbucks. The annual premium 
fees of CAFÉ Practices lie around USD 0.05 per pound (0.45 kilo) and are not directly 
paid to the farmers. Instead, the premium fee is directly invested to improve farmers’ 
livelihoods for instance by building infrastructure, and enhancing access to credit for 
farmers (e.g. Verde Ventures, Ecologic Finance, Calvert Foundation).  
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In 2007, a certificate set up by USDA (USDA Organic) was introduced in Aceh. USDA 
Organic is a third-party certification whose guidelines are developed by the US 
government (USDA). It aims to regulate the marketing of organic products, to monitor 
the production process of organic agricultural products and to ensure compliance with 
the USDA organic standards (Katirji, 2017; U.S. Department of Agriculture, 2012). USDA 
defines organic agriculture as a production process using biological fertilizers, natural 
pest management and intercropped production system to preserve soil fertility and 
promote biodiversity (Katirji, 2017; U.S. Department of Agriculture, 2012). The USDA 
Organic standards consist of 101 rules and all regulations are about environmental 
principles (Electronic Code of Federal Regulations, 2017), including principles on soil 
fertility, seeds, crop rotation, and the management of pest and diseases. More 
specifically, USDA Organic farmers must maintain the health of soils, water and 
ecosystems, promote ecological balance, and conserve biodiversity (Katirji, 2017; U.S. 
Department of Agriculture, 2011). Chemical inputs (e.g. fertilizers and pesticides) are 
prohibited for USDA Organic farmers (Katirji, 2017; U.S. Department of Agriculture, 
2011). USDA Organic is typically adopted by Indonesian Arabica farmers in Aceh and 
North Sumatra. USDA organic certification costs are generally regarded as rather 
expensive. As a national standard, supervision bodies control all process stages (Ababa, 
2015) that make the total costs range from a few hundred to several thousand USD 
(Ababa, 2015; Coffey and Baier, 2012). The costs consist of an application fee, annual 
renewal fee, inspection fee and a fee dependent on annual production and sales. 
Ababa (2015) calculated that the certification costs of USDA Organic lie around USD 
700 - USD 3000 for smallholder farms per year and the Indonesian exporters generally 
pay the costs. Premium fees are determined by exporters as certificate holders, and 
generally lie around USD 0.03–0.06 per kilogram (USD 0.013/lb to USD 0.027/lb) in 
Indonesia.  
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This study focuses on 6 private certification schemes (FT, RA, UTZ, 4C, CAFÉ Practices 
and USDA Organic), because these are the most prevalent global, private sustainability 
schemes among Indonesian coffee exporters. However, local certification schemes (i.e. 
Inofice (which uses the SNI organic criteria), Geographical Indication (GI)) and public 
certification (i.e. Idonesian standard coffee-ISCoffee) also exist in Indonesia.  

Inofice was established on the 25thof June 2005 and aims to build partnerships 
between farmers, actors in the private sector and the government in order to develop 
and strengthen organic farming in Indonesia. It is widely adopted by Arabica and 
Robusta farmers in Lampung, Aceh, Java, Sulawesi, Kalimantan and East Nusa 
Tenggara. It is possible for farmers to get Inofice certified and simultaneously 
participates in a private sustainability standard. This is however not very common.  The 
Inofice certification costs consist of a certification fee of Rp 5.5 million (USD 407) plus 
variable cost and inspection costs (around Rp 3.5 millionor USD 259). The Inofice 
standard does not provide a premium fee for farmers. The idea is however, that 
participation in this standard will lead to a better coffee quality and that beans can be 
sold for higher prices than coffee not being grown under the umbrella of Inofice 
(Inofice, n.d.).  

The concept of geographical indication has been developed in Indonesia in 1997, it is 
regulated in Law No 14/ 1997, No 15/ 2001, and No 52/ 2007 (Arief, 2016; Wipo, n.d.) 
and the new Law No 20/ 2016. Geographical Indication identifies products from a 
specific, geographical originthat consumers may associate with a particular quality, 
characteristic or reputation. GI is often associated withan increase in the value of a 
region, not only in terms of job opportunities and higher income, but also in localizing 
economic control, promoting rural socio-economic development and assuring higher 
economic returns (Rangnekar, 2004). Up to now more than 54 Indonesian products, 
including 19 coffee products, have been officially registered as GIs in Indonesia. GI 
certification focusses on empowerment of farmer organizations and quality 
improvement through training, capacity building, and providing better access to 
services such as credit and agricultural equipment (Mawardi, 2005). The Indonesian 
government sets the costs (i.e. registration fee and certification costs) in Law No 45/ 
2016 (dgip, n.d.).  Based on Directorate General of Intellectual Property Right (2016) 
the costs, that are paid by cooperatives, exporters or roasters lie around Rp 10 million 
or USD 850 per GI registration. A registration remains valid for 10 years and can be 
renewed on the payment of a renewal fee (Lubiset al., 2005). Similar to Inofice, 
farmers do not receive premium fees from the GIs.  

Another type of national coffee certification scheme is the relatively new public 
standard of ISCoffee (Indonesian Sustainable Coffee). The Indonesian government 
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developed it in 2013 and has currently socialized ISCoffee through pilot projects in 11 
provinces:  Aceh, North Sumatra, Jambi, South Sumatra, Lampung, East Java, Bali, East 
Nusa Tenggara, West Nusa Tenggara, South Sulawesi and West Sulawesi (Directorate 
General of Estate Crops, 2013). However, up to now, the standard is not fully 
implemented in the Indonesian coffee sector yet. ISCoffee is different from the 
National Standard of Indonesia (SNI) as the latter covers the quality of coffee beans 
and processed coffee, whereas ISCoffee emphasizes the (sustainability of) the coffee 
production process. The Indonesian government was highly inspired by the social, 
economic and environment dimensions adopted by global, private certification 
schemes in the development of ISCoffee (Wijaya, 2017). Compared to these private, 
global coffee certification schemes, ISCoffee can be considered less stringent and 
covers fewer principles (Ibnu, 2017). There are also differences in terms of focus. 
ISCoffee has, for instance a more open attitude towards child labor as it allows 
children from a specific age to do low-risk jobs. However, some requirements (for 
example the possession of a land ownership certificate and being part of a farmer 
organization with legal status) are only part of ISCoffee and not of the global, private 
schemes. According to Ibnu (2017) ISCoffee is currently lacking coherence and vigor. 
To improve the capacity of ISCoffee, Ibnu (2017) recommends improving the internal 
coherency of ISCoffee regulations, its coherence with other regulations initiated by 
different ministries, the secretariat of ISCoffee, the quality of the public 
administration, infrastructures, to better collaborate between government and market 
players, and to more proactively socializeISCoffee. 

What we have seen so far, is that these different sustainability schemes - in theory- 
have rather different characteristics and ideas on how to produce value (i.e. they have 
different underlying business models) (Bray and Neilson, 2017; Hoebink et al., 2014). 
These differences manifest themselves in differences in specific rules for compliance, 
requirements (Bray and Neilson, 2017; Breukers, 2015; Trimarchi, 2014), focus or 
scope (Trimarchi, 2014; Lentijo and Hostetler, 2011), core strategies (Trimarchi, 2014; 
Paschall, 2013), ideas on benefits (Trimarchi, 2014; Dragusanu et al., 2013) and 
objectives (Breukers, 2015; Paschall, 2013). However, if we look at the differences 
among the schemes in Indonesian practice, we see that they hardly differ from each 
other. We can explain this through the fact that the Indonesian exporters generally 
hold more than one certificate at the same time. We observed that to work more 
efficiently these exporters give the same trainings and benefits to all affiliated farmers, 
independent from the scheme they are participating in. This is a reason why 
differences between the sustainability schemes blur when they become applied to 
practice. However, and given the important role exporters fulfill in the materialization 
of certification in the field, we do observe differences in the partnerships 
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constellations between exporters and their affiliated farmers. Therefore, we suggest 
focusing on different partnership constellations as a potentially mediating factor in 
explaining differences in economic performance. Partnership constellations refer to 
the institutionalized arrangements underlying collaborations between exporters, 
farmers and certification schemes. As shown in figure 1.3, we classify three types of 
different partnership constellations in Indonesia: global certified partnership 
constellations (GCPC), local certified partnership constellations (LCPC) and local 
conventional partnership constellations (LCoPC). In chapter 4 we analyze whether, to 
what extent and why partnership constellations impact the economic performance of 
Indonesian coffee farmers.  

Figure 1.3 
The types of partnership constellations in Indonesia 

 

 

Source: Primary data (2016) see chapter 4 

1.5 The debate on sustainability standards and certifications 

With certification farmers are trained and assisted to increase the productivity of their 
coffee plantation and to fulfill social and environmental criteria of production. The 
underlying idea is that certification may contribute to a better economic performance 
via the provision of premium fees (i.e. additional price for farmers who comply with 
certifications’ criteria), through increased productivity (resulting from training in Good 
Agricultural Practices), through the products’ better quality (following the trainings 
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previous studies on the effectiveness and impacts of coffee certification show different 
and inconclusive results (see also Ibnu et al., 2015; Stellmacher & Ulrike, 2011). Here, 
we are particularly interested in the impacts of certification in terms of economic 
performance. 

Some researchers argue that coffee certification has direct and positive impacts on 
coffee prices, income (CIDIN, 2014; Beuchelt and Zeller, 2011), productivity (Ibanez 
and Blackman, 2015; Ruben and Fort, 2011), and savings (Bacon et al. 2010). In 
addition, Panneerselvam&Hermansen (2011), Goldberger (2008), Bakewell-Stone 
(2008), and Eyhorn et al. (2007) reveal that coffee certification enables overall 
efficiency gains and a more equitable redistribution of income and profits. In a similar 
vein, Van Rijsbergen et al. (2016) show positive impacts of coffee certification on 
coffee plots (i.e. higher yields; higher productivity; higher income), transportation 
costs, savings, the functioning of cooperatives (i.e. higher farmer satisfaction with 
service provision, trade assistance, and better access to credit), and on community 
access to public facilities such as sanitation and safe drinking water. Other authors, 
such as Ruben & Hoebink (2014), Paschall (2013), Beuchelt & Zeller (2009) and 
Blackmore et al. (2012) acknowledge that certification has a positive impact on 
economic performance, be it in an indirect way, because certification functions as a 
learning process to achieve economies of scale and lower transaction costs. 

Other authors, however, conclude that certification has negative impacts on the 
economic performance of farmers or Southern actors, for example as a result of lower 
productivity due to restrictions in the use of chemical fertilizers (Shumeta et al., 2012; 
Gilbert, 2008; Green and Warning, 2008). Another often heard point of critique on the 
impact of certification is that it cannot change the structural inequalities involved in 
global coffee trade, poverty-related problems, low educational levels, and farmers’ 
undeveloped entrepreneurial skills (Hoebink et al., 2014; Valkila, 2009) which would all 
hamper farmers to improve their economic performance. Certification may also lead 
to higher production costs and lower profit margins due to the requirement of input 
use, and labor-intensive work (Astuti et al., 2015; Beuchelt and Zeller, 2011; Valkila, 
2010).  

A third cluster within research on the economic impacts of certification reveals that 
certification has no, or a very limited, impact on economic performance. Jena et al. 
(2012), for example, show that certification has a positive but almost neglectable 
impact on smallholders’economic performance. In addition, some scholars found that 
certification does not affect the economic performance in terms of coffee sales 
(Dragusanu and Nunn, 2014), income (Ibanez and Blackman, 2015; Mitiku et al., 2015; 
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Dragusanu and Nunn, 2014), production (Ibanez and Blackman, 2015) and poverty 
reduction (Mitiku et al., 2015).  

1.6 Research aims and research questions 

I started this chapter with a puzzle. Up to now we have seen that the prospective 
target group of sustainability certification includes millions of farmers in complex 
relationships to each other and to other actors in the coffee value chain. Thus, we are 
dealing with a tremendous challenge if we want to improve the sustainability of coffee 
production in Indonesia while guaranteeing positive economic prospects for the 
producers. We have also seen that the puzzle is far from being solved and that results 
of scientific research are inconclusive and even show contradictory conclusions 
regarding the economic benefits of certification. With this thesis I connect to this topic, 
as I want to contribute to a better understanding of the influence of coffee 
certification on the economic performance of Indonesian smallholder farmers. Earlier 
research in my research program also showed that the preferences of smallholder 
farmers regarding sustainability certification are primarily economically driven 
(Hidayat, 2017, Ibnu, 2017; Wijaya, 2017). Thus, certification that is often presented to 
consumers as a label of environmentally and socially responsible production is 
interpreted by farmers as a marketing tool and economic opportunity. This finding 
underlies the premise of my research, namely that sustainable certification should be 
economically viable to the farmers to be successful. 

As a further starting point of my research I took the question:  

What is, given the Indonesian context and characteristics of coffee certification, a 
useful way to analyze impacts of certification on economic performance of smallholder 
farmers?    

Thereby I recognized three ways in which current research can be improved: 

First, current research tends to assume a unidirectional causal relationship between 
certification and economic impact. Although I will do the same, I will add a 
consideration about the position of the farmers in the value chain, and an 
interpretation of their economic benefits of certification compared to other actors in 
the value chain. Different from existing research, I will therefore treat the certified and 
conventional coffee value chain as interchangeable chains that are connected via 
personal interlinkages among actors. Concretely, I suggest to less strictly separate the 
two chains and to less strictly treat them as closed systems (see chapter 2).   
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Second, I observed that current research generally neglects the role of factors 
mediating the relationship between certification and economic performance. A few 
studies pay attention to the potentially mediating role of producer organizations (see 
KPMG, 2013; Ruben and Fort, 2011; Ibnu, 2017) and conclude that farmer 
organizations or cooperatives positively mediate the effect between certification and 
economic performance. In my research I will add consideration of the potentially 
mediating influence of different types of relationships of farmers across marketing 
channels and partnerships.  

Third, I observed another limitation of current studies, which relates to their unit of 
analysis. Most studies focus on economic performance from a microeconomic 
perspective taking into account quantitative indicators on an individual level. In this 
dissertation I do that too, but aim to add an analysis of economic performance from a 
broader perspective by focusing on monetary and non-monetary indicators for poverty 
alleviation and comparing these data for certified and conventional coffee farmers.  

Based on these considerations I formulated the following operational research 
questions:  

• How and to what extent does sustainability certification contribute to the 
economic performance of Indonesian farmers in the coffee value chain?  

• How is the economic rent of sustainability certification distributed among the 
actors in the coffee value chain and to what extent are smallholder farmers 
able to profit economically from participating in certification? 

• How and to what extent do different types of relationships of farmers 
(particularly the marketing channels and partnerships they are in) influence 
the economic performance of the smallholder farmers?  

• How and to what extent do certified and conventional smallholder farmers 
differ in terms of poverty and what can we expect from sustainability 
certification in terms of poverty alleviation?  

1.7 The conceptual framework of economic performance 

Northern consumers pay a premium for certified coffee, often assuming that next to 
the environmental benefits it also benefits the livelihood or financial situation of poor 
smallholder farmers (Hidayat, 2017). The concept of economic performance has been 
operationalized in many different ways in the literature and has gradually become a 
synonym for many concepts including prosperity, economic growth (McLaren et al., 
2013; Khramov and Lee, 2013; Christensen & Jorgenson, 1973), per capita income 
(Nirathron, 2005; Casey and Christ, 2005), employment rates (Khramov and Lee, 2012; 
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Casey and Christ, 2002), savings, investment capital, economic productivity, 
entrepreneurial development, and poverty reduction (Nirathron, 2005; Edwards, 
2001). In my research I mainly focus on the economic performance of individual 
farmers through the use of micro-economic indicators, but to do justice to the 
different ways in which the concept of economic performance is used in the literature I 
use four different conceptualizations of the concept in this study. 

In chapter 2, economic performance is conceptualized as a prosperity-related indicator 
and operationalized through the use of micro-economic parameters such as coffee 
area (CIDIN, 2014; Beuchelt and Zeller, 2011), total coffee production (Beuchelt and 
Zeller, 2011), productivity (CIDIN, 2014; Kuit et al., 2013; Beuchelt and Zeller, 2011), 
number of coffee trees (Van Rijsbergen, 2016; Cerdan, 2012), coffee prices (CIDIN, 
2014; Verkaart, 2008; Bacon, 2005), total value of the production (Kuitet al., 2013), 
production costs (Beuchelt and Zeller, 2011), and profit (Beuchelt and Zeller, 2011). In 
this chapter I also use the concept of ‘economic rent’ to shape the interpretation of 
economic performance. Economic rent describes the extent to which the control of a 
particular set of resources enables actors to insulate themselves from competition by 
taking advantage of it, or by creating barriers to entry for conventional actors 
(Kaplinsky, 2004). In other words, it explains each actor’s share in the financial benefit 
resulting from certification. 

In chapter 3, economic performance is conceptualized as efficiency and equity (see 
Nzima et al., 2014; Shumeta et al., 2012), which are further operationalized into costs, 
profit margins and lead times (for efficiency) and the evenness of distributions of 
market margin shares and profit margin shares (for equity). One coffee marketing 
channel is regarded more efficient than another channel when the movement of 
coffee from producers to consumers is made at lower costs, with a higher profit, and in 
a shorter lead time (Viere et al., 2011; Ngwainbi, 2008). A channel is more equitable if 
rents are more evenly distributed among actors (see Shively et al., 2010, Consoli, 2004, 
and Coughlan et al., 2002). 

In chapter 4, an adapted version of the conceptualization of chapter 2 is applied. The 
differences imply that, in this chapter, we do not analyze the profit for smallholders. 
Profit is namely measured as selling prices minus buying prices, which offers 
methodological challenges to compare (the costs of) seedlings and input with (selling 
prices) of coffee beans. Attempts to operationalize farmer’s profits and to overcome 
these challenges can be made, but in chapter 4 we consider it more useful to 
operationalize and decompose the concept of economic performance in total coffee 
area (in hectares), the total coffee production (in kg/ year), the productivity (kg per 
hectare), the total number of coffee trees, coffee prices per kilo, value of the total 
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coffee production, and lead times (number of days between picking the coffee beans 
and delivering the beans to the exporters). For all variables, except lead times, higher 
numbers indicate better economic performance. 

In chapter 5, economic performance is studied macro-economically, through the use of 
the concepts of monetary and non-monetary poverty (see Beghin et al., 2015; 
Chiputwa et al., 2015). Monetary poverty is analyzed via headcount indices of the so-
called poverty line. The poverty line was originally developed by Charles Booth in the 
late 1880s and expresses the minimum income (or expenditure) people need to live 
adequately (Geerley, 1994). Following from this definition, people are poor when they 
have insufficient income to meet basic needs such as food, safe drinking water, 
shelter, clothing, sanitation, health, and education. Besides monetary indicators of 
poverty (see Jena et al., 2012; Milanovic, 2002; Greeley, 1994) we also use a so-called 
multidimensional approach that is better able to capture non-monetary dimensions of 
poverty and to reflect subjective perceptions of well-being (UNDP, 2015; Alkire and 
Santos, 2010; Greeley, 1994).  

Figure 1.4 
The Concept of Economic Performance 

 
 
This study adopts different methods to answer the research questions (questionnaire, 
interviews, and focus group discussion) by combining quantitative and qualitative 
approach. We use ANOVA test and regression analysis to distinguish differences in 
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scores on the above-mentioned variables by adopting a significance level of 5 percent 
(p < .05). We employ a random sampling technique to interview respondents.  

1.8 Scientific and policy relevance 

This study is scientifically relevant in different ways. First, because it aims to contribute 
to a conceptualization of economic performance that fits the context of sustainable 
coffee production in Indonesia and may subsequently contribute to a better, less 
ambiguous understanding of the impact of certification on economic performance. 
Second, most research on the economic impacts of coffee certification focuses on Latin 
America and Africa and on farmers only (CIDIN, 2012; Verkaart, 2008; Beuchelt and 
Zeller, 2011). Indonesia, despite being the fourth largest coffee exporter in the world, 
and even the world’s second largest exporter of Robusta coffee, receives little 
attention. Third, this study explicitly includes potentially mediating factors that may 
connect certification and economic performance. We assume that the type of coffee 
marketing channel and partnership constellations may be important structural factors 
influencing the economic performance of Indonesian (certified) coffee farmers. Fourth, 
we explicitly acknowledge that the certified and conventional value chain, although 
different in theory, cannot be strictly separated in practice. Fifth, another contribution 
to the current literature is the analysis of the impact of certification on poverty 
alleviation froma monetary and non-monetary approach.    

As an agricultural economist I want to contribute to policies in the domain of 
‘economic sustainability’. I consider certification to be too much institutionalized in the 
current system (of trade in agricultural products) to be fully abandoned or replaced by 
a new system to improve the sustainability of agricultural production. This study 
therefore aims to help practitioners, policy makers and certification bodies improve 
the economic performance of farmers from within the system of certification and 
beyond.  

1.9 Challenges in the fieldwork 

Doing research on the economic impacts of certification turned out to be rather 
challenging. Challenges that occurred during the several rounds of fieldwork 
demanded creativity and flexibility in the methods adopted.  First of all, because 
farmers often didn’t know that they are producing certified coffee, or in what 
certification scheme they participate. Their understanding of certification or 
standardized coffee production turned out to be very limited. We managed to 
overcome this challenge by tracing certified farmers via contacting certified exporters. 
The exporters knew exactly what farmers in which areaswere certified. After the 
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exporters, wethen visited the indicated areaswhere we met the internal control 
system (ICS) agents who work for the exporters and help the farmers to produce 
certified coffee. A typical survey session or interview usually began with introducing to 
the farmers that they are under a certain certification scheme. 

A second challenge has to do with the language. Most Indonesian coffee farmers speak 
the national language; but during the fieldwork it also happened that farmers only 
spoke and understood their own local language. To overcome this problem, we 
interviewed farmers with the help of local enumerators. We trained the local 
enumerators before going to the field to ensure enumerators fully understood the 
questionnaire and the goal of the research.  

A third challenge came from the fact that farmers were initially hesitant to answer 
questions about their income. Sometimes they were unable to make a calculation of 
their annual income, but mostly farmers were rather humble and reluctant to tell the 
truth about their income. This probably has its roots in Indonesian culture in which it is 
considered inappropriate to boast about wealth. We overcame this situation by asking 
the farmers about their expenditures. More or less the same challenges occurred in 
relation to the exporters. They were also reluctant to reveal their income in order to 
avoid tax. Therefore, we used data triangulation by asking them about the volume of 
their coffee sale as well as the prices, and compared these results with the indicated 
income and expenditures. It sometimes happened that these numbers conflicted. In 
those cases, I decided to further interview these exporters to guaranteeI interpreted 
the data correctly (i.e. according to the real situation) and to be able to explain the 
story behind the data. 

A fourth challenge refers to the tendency of Indonesian farmers to provide neutral 
responses to questions. To prevent bias as much as possible, we clearly communicated 
the objective of our research before the interviews. We explicitly stated that we aim to 
get honest answersin order to detect aspects for improvement. We also clearly stated 
that their answers would be handled strictly confidential to avoid fake or socially 
desirable answers. Nonetheless, most farmers said that their economic performance 
has not significantly increased (i.e. they gave a neutral answer). However, they were 
also reluctant to address in what way the certification program could be improved to 
better meet their needs. They were hesitant in an attempt to avoid being critical to the 
exporters who are often from a higher social class and should therefore - from a 
farmers’ perspective- be respected. Expressing critique does not match their desire to 
remain respectful. We tried to tackle these issues by adapting our framing. For 
example, instead of asking for issues that do not seem to work well, we asked for 
issues that could even be further optimized.  
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2.1 Introduction 

Economic globalization is generally seen as a vehicle for economic growth (Kaplinsky 
and Morris 2001), as it may provide higher incomes for actors in many countries. 
However, economic globalization has also been associated with increasing inequality in 
income and an unequal distribution of benefits and costs of trade (Kaplinsky and 
Morris 2001). Certification of agricultural commodities, such as coffee, aims to 
regulate the negative effects of global trade in the social, environmental, and 
economic realities of Southern actors. Certified farmers in developing countries have 
to fulfill social and environmental criteria for sustainable production, and receive a 
price premium in return. At the end of the global value chain, certified coffee is 
generally more expensive than non-certified or conventional coffee. Northern 
consumers are willing to pay more for certified coffee (Yang et al. 2012; De Pelsmacker 
et al., 2005) as they expect that the price premium will trickle down to the Southern 
actors and assure a more environmentally friendly production process. The general 
assumption is that involvement in certification contributes to higher income for 
smallholder farmers in developing countries (Yang et al. 2012; De Pelsmacker et al., 
2005). 

Literature on coffee certification, however, shows conflicting results regarding the 
economic impact of certification. Three viewpoints can be observed: first, that 
certification generates financial benefits for southern actors (CIDIN 2012; Bacon 2005; 
Murray et al., 2003; Elliot 2012; Muradian and Pelupessy 2005; van Dijk and Trienekens 
2012), second, that certification has negative consequences on southern actors’ 
income (Gilbert 2008; Green and Warning 2008; Kaplinsky 2000; Shumeta et al., 2012), 
and third, that certification influences some actors positively and others negatively or 
insignificantly (van Dijk and Trienekens 2012; Valkila 2010; Beuchelt and Zeller 2011). 

On the positive side, certification is believed to generate financial benefits through 
improving the product quality, reducing costs, assuring continuity in trade with other 
farmers and buyers (TSPN, 2011; Arifin, 2010), directly providing higher prices for 
certified coffee (Bacon, 2005), or increasing the production (CIDIN, 2012). 

On the more negative side, it is said that certification cannot guarantee the provision 
of premium prices (Verkaart, 2008) because the supply of certified coffee transcends 
the demand, farmers’ weak bargaining power (Green and Warning, 2008), high 
dependency on other actors (Arifin, 2010; Gilbert 2008), and the absence of their 
access to markets (Kaplinsky, 2000; CIDIN, 2012). Elliot (2012), Verkaart (2008), and 
Valkila (2010) showed that certification did not have a direct impact on farmers’ 
income although certified farmers were found to have higher and qualitatively better 
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production. Besides, higher prices for certified coffee compensate for higher 
production costs but fail to increase the profits of certified farmers as compared to 
conventional farmers. Higher farm gate prices do not necessarily lead to higher profits 
(Beuchelt and Zeller, 2011). Furthermore, even though certification may positively 
influence southern actors’ income, these benefits may be limited or counteracted by 
factors such as a lack of market information, affordable credit, and knowledge of good 
agricultural practices (Ayoola, 2012; World Bank, 2008). Certification can also be seen 
as a barrier to market access as it may involve costs and time to become certified, 
although market access without certification will be even more difficult (Giovannucci 
and Ponte, 2005). Other research indicates that the gains of certification may be 
unequally distributed among southern actors; some may win, others may lose (van Dijk 
and Trienekens, 2012; Shumeta et al., 2012). 

Next to these conflicting results in the literature, we find that most research on the 
economic impacts of coffee certification focuses on Latin America and Africa (CIDIN 
2012; Verkaart 2008; Beuchelt and Zeller 2011) and on farmers. Indonesia, despite 
being the third largest coffee exporter in the world and even the world’s largest 
exporter of Robusta coffee (Wahyudi and Jati 2012) receives little attention. In this 
paper we analyze the impact of coffee certification schemes on the economic 
performance of actors in the Indonesian coffee value chain and the distribution of 
economic rent along the value chain. Two questions are central in our research. First, 
to what extent do certification schemes influence the economic performance of actors 
in the Indonesian coffee value chain? Second, how is the economic rent distributed 
among actors in the Indonesian coffee value chain, and why do some actors benefit 
more than others? In the next section we introduce value chain analysis as a 
theoretical framework to determine the economic performance of actors in the coffee 
value chain. Next, we present our research methods before discussing the economic 
performance and economic rent inherent to the Indonesian coffee value chain. Finally, 
we present our conclusions. 

2.2 Value Chain Analysis: A Framework to Determine Economic Performance 

The coffee value chain encompasses the full range of activities that are required to 
bring coffee from the extraction of seeds, through the different phases of production, 
delivery to consumers, and disposal after use (Kaplinsky 2000). This chain is often 
complex and varies in different countries but typically includes farmers or farmer 
groups, hullers, collector traders, middlemen, exporters, and roasters. We used the 
theoretical framework of global value chain analysis to map all actors involved in the 
coffee value chain including their characteristics in terms of profit, costs, the 
destination and volume of sales, and flows of goods along the supply chain (Kaplinsky 
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2001). Mapping out the profit and costs of all actors in the product chain allows 
identifying the distribution of economic rent among stakeholders in the chain 
(Kaplinsky and Morris 2001). 

The conventional Indonesian coffee value chain is slightly different from other 
countries as Indonesian coffee farmers usually work on small plots of land. Therefore, 
they mostly do the primary processing (drying or hulling) themselves. Most Indonesian 
coffee farmers directly sell their coffee beans to collector traders who visit the farmers 
frequently and generally buy small amounts of coffee. Subsequently, many collector 
traders sell their coffee to middlemen who act as the intermediary or agent between 
the collector traders and large export-oriented trading houses. These ‘exporters’ will 
sell most of their coffee as green beans to either multinational traders or directly to 
international roasters, with an increasingly large volume sold to Indonesia-based 
roasters for domestic consumption or for export as roasted coffee. 

In the certified market, the value chain is usually shorter than in the conventional 
market. Certified coffee farmers generally sell their coffee to a selected group of 
collector traders who are appointed by the exporters. These collector traders provide 
the farmers with a premium price and directly sell the coffee to the exporters, and in 
some cases, to cooperatives who again collaborate with the exporters. There are fewer 
middlemen involved in the certified coffee value chain and exporters play an important 
role as they hold the certificates and pay the certification cost. Exporters are also 
important as they determine the coffee prices based on a coffee sample that is 
analyzed based on the occurrence of defects, bean moisture, bean size or grade, 
organoleptic quality, and taste. When non-conformities are found, price deductions 
are made from the basic market price, whereas coffee of an exceptional taste and 
quality receives a higher price. The coffee market price is determined by the London 
International Financial Futures Exchange for Robusta coffee and the New York market 
for Arabica coffee. 

In this paper we analyze the impact of coffee certification on the economic 
performance of southern actors in the Indonesian coffee value chain: farmers, traders, 
exporters, and Indonesian-based roasters. Economic performance is a prosperity-
related indicator and includes parameters such as profit, productivity, and production 
(CIDIN 2014; Beuchelt and Zeller 2011; Verkaart 2008). A powerful concept used to 
measure (differences in economic) performance between certified and conventional 
actors is economic rent. The concept of economic rent describes the extent to which 
the control of a particular set of resources (in our case, certified coffee) enables actors 
to insulate themselves from competition by taking advantage of it, or by creating 
barriers to entry for conventional actors (Kaplinsky 2004). Whether certified actors are 
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able to insulate themselves from competition depends on the consumer’s willingness 
to pay for certified coffee. In China, consumers were willing to pay 22 percent (USD 
0.68) more for a medium cup of fair trade coffee compared to conventional coffee 
(Yang et al. 2012) whereas Belgians were willing to pay a 10 percent premium for fair 
trade coffee (De Pelsmakcker et al., 2005). Furthermore, economic rent arises if actors 
experience an unequal access to resources, if products can be considered scarce 
and/or exclusive, if technological intensity and product diversification expand, if actors 
or firms interact in a purposeful way, and if actors have a strong bargaining power 
(Kaplinsky, 2000). The latter can only occur if the number of actors in the value chain is 
limited (Milford, 2004; Ponte, 2002), if competition is not too high (Milford, 2004; 
Hirofumi, 2006) and if actors receive symmetric information (Milford, 2004; Hirofumi, 
2006). Coffee farmers are many and competition is high. They are also generally not 
well informed about coffee prices and the relationship between coffee prices and 
quality. This results in a low bargaining power that may negatively influence farmers’ 
potential to benefit from economic rent and thereby increase their selling prices and 
possibly generate increased profit. Local traders, for example, generally receive more 
symmetric information and are fewer in number, resulting in the potential for 
extracting higher rents than the farmers (Milford, 2004). 

Value chain analysis also allows us to examine the role of upgrading within a product 
chain (Neilson, 2014; Kaplinsky and Morris, 2001). Upgrading refers to activities that 
enhance the quality, productivity, efficiency, or design of products and enables 
producers to gain higher economic rents, such as increasing the efficiency or unit 
values of products, creating new functions to increase the value added of products, 
and developing an entirely new value chain (Blackmore, 2012; Kaplinsky and Morris, 
2001; Giuliani et al., 2005; Humphrey and Schmitz, 2002). In this paper, we refer to 
factors that enable upgrading in the value chain as enablers (e.g., training, financial 
incentives, government policies, and institutional factors), and factors that may 
hamper or adversely affect upgrading as blockers (e.g., resistance to implementing 
good agricultural practices, lack of adequate skills, and poor information technology 
infrastructure). For example, farmers may face problems in upgrading because they 
lack access to affordable credit, inputs (seeds and fertilizers), and market information 
(Blackmore, 2012). 

2.3 METHODS 

Although value chain analysis functioned as a guiding theoretical framework, we 
adopted different methods to answer the research questions (questionnaire, 
interviews, and a focus group discussion). The questionnaire intended to measure the 
economic performance of actors (Question 1) and the distribution of economic rent 
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(Question 2). The questions in the questionnaire differed for the different actor-groups 
based on the costs that were relevant for each. 

We conducted our fieldwork in Sumatera (Lampung, North Sumatera, and Central 
Aceh) and (Central) Java as these regions cover 85 percent of the total Indonesian 
coffee production (Direktorat Jenderal Bina Produksi Perkebunan 2013). The 
questionnaire was pretested among eight coffee farmers, three traders, two exporters, 
and two roasters in Lampung for Robusta coffee, and among six farmers, four traders, 
two exporters, and two roasters in North Sumatera for Arabica coffee. Based on the 
pretest we made some minor changes in the questionnaires (i.e., we added costs that 
were not part of our preliminary list). 

After pretesting the questionnaire, it was filled out by 234 respondents, consisting of 
165 smallholder farmers (114 Robusta coffee farmers, 51 Arabica coffee farmers); 45 
collector traders (24 for Robusta, 21 for Arabica); 12 exporters (5 for Robusta, 7 for 
Arabica); and 12 Indonesia-based roasters (7 for Robusta, 5 for Arabica) (Appendix 1 
and Appendix 2). About 148 respondents were part of a certification scheme (e.g., 4C 
Code, Rainforest Alliance, UTZ Certified, Fair Trade Certified, USDA Organic, Starbucks 
C.A.F.É. Practices, and Smithsonian Bird-Friendly). Appendix 1 shows that the certified 
and conventional actors are very similar in terms of demographic characteristics; we 
did an ANOVA test, which did not reveal significant differences in socio demographic 
characteristics between conventional and certified actors. 

Our sampling method for conventional farmers comprised contacting the local 
agricultural extension services and asking them to provide us with the locations where 
the conventional farmers reside. We were informed about the residence areas of the 
certified farmers through the exporters’ databases. We distributed the questionnaires 
personally, in the evenings, when the farmers were done with their work. It was very 
rare that a farmer did not want to participate in our study. In those cases, the farmer 
had other obligations or was too tired to participate. 

We employed a random sampling technique to interview traders. To contact 
Indonesian-based roasters, we first contacted known roasters (from previous work 
experience) to subsequently sample more roasters via snowball sampling. For the 
exporters, we contacted the 40 most important Indonesian exporters (see www.aeki-
aice.org). Their response rate was low (30%) as most exporters did not want to 
collaborate due to time constraints. The relatively small number of exporters in this 
study, as well as the small number of roasters and conventional Arabica farmers, forms 
a weakness of this study as it may raise questions about statistical significance. 
Therefore, we conducted semi-structured interviews (28 in total) and a focus group 
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discussion to validate the preliminary results from the questionnaire (particularly for 
the roasters and exporters as they were relatively fewer) and to unravel and explain 
differences in the distribution of economic rent along the coffee value chain. We 
interviewed farmers (n=4), traders (n=3), exporters (n=12), roasters (n=5), a 
cooperative (n=1), a researcher (n=1), and NGOs (n=2). The focus group consisted of 
eight participants (farmers, traders, a nongovernment organization, a government 
employee, a cooperative, and a roaster).  

For the first research question, we operationalized the concept of economic 
performance into different variables based on the literature: coffee area (CIDIN 2014; 
Beuchelt and Zeller 2011; Verkaart 2008), total coffee production (Beuchelt and Zeller 
2011), productivity (kg/tree, kg/hectare), number of coffee trees (CIDIN 2014; Verkaart 
2008), coffee price per kilo (CIDIN 2014; Verkaart 2008; Bacon 2005), value of coffee 
production, production costs, and profit (Beuchelt and Zeller 2011). Some variables 
only relate to specific actors in the value chain (e.g., the number of coffee trees only 
relates to the farmers). The last variable, profit, could only be measured for traders, 
roasters, and exporters. Profit expresses the difference between the selling price and 
buying price minus the unit costs. For farmers we could not determine the investment 
costs—and therefore profit—due to the right of inheritance and related difficulties in 
determining prices for coffee seedlings and plants. To determine the unit costs, we had 
to focus on different cost items for each actor. For farmers, we focused on costs for 
chemical and organic fertilizers; agricultural equipment; transportation; hired labor to 
control pests, diseases, and weeds; hired labor for picking coffee; and miscellaneous 
costs. Traders’ unit costs cover expenses for handling the beans, transport, storage, 
grading, drying, depreciation, and miscellaneous costs. Exporters also have different 
unit costs, which include costs for handling, storage, grading, drying, transport from 
traders to factory, freight forwarding, freight onboard, depreciation, certification, 
overhead, and miscellaneous costs. Roasters have unit costs related to processing 
(roasting coffee), packaging, marketing, distribution, depreciation, overhead, and 
miscellaneous costs. The completeness of variables indicating the costs for different 
actors was also checked during the pretest. To measure differences in economic 
performance between certified and conventional actors, we tested differences in 
scores on the above-mentioned variables by using the ANOVA test and adopting a 
significance level of 5 percent (p < .05). 

The second question focuses on the distribution of economic rent along the Indonesian 
coffee value chain. Based on the questionnaire, we compared the average selling price 
of each actor in the conventional coffee value chain with the average selling prices of 
each actor in the certified coffee chain (IDR/kilogram). The difference is considered to 
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express the average economic rent. The relative economic rent for each actor in the 
value chain can be calculated through the following formula: 

([Average selling price of certified actor A − average selling price of 
conventional actor A] / (average selling price certified actor A)) * 100% 

2.3 RESULTS AND DISCUSSION 

2.3.1 Economic Performance of Indonesian Actors and the Role of Certification 
Farmers 

Table 2.1 shows that certified farmers receive higher prices per kilogram of coffee 
compared to conventional farmers. This difference is significant, but rather small: 
certified Robusta farmers receive, on average, USD 0.03 per kilogram more than 
conventional farmers (2%, p = .042), and certified Arabica farmers receive USD 0.19 
more per kilogram (6%, p = .000). The interviews confirmed these patterns and 
revealed that certified farmers deliver coffee of higher quality—with lower moisture 
content, fewer physical defects, and larger-sized beans— compared to coffee 
delivered by conventional farmers. Many certified farmers sell their coffee to 
conventional collector traders who buy and directly pay for the coffee at the farm 
gate. When selling coffee to certified traders, farmers have to wait 3–7 days for their 
payment, as the actual price cannot be determined until the coffee is sold to an 
exporter who sets the price. Selling certified coffee to conventional traders, however, 
generally results in receiving the same prices as selling coffee to certified traders. The 
coffee quality is considered more important than the certificate. In the interviews, the 
farmers indicated that certification leads to higher production and better coffee 
quality, but they doubt the financial gains. Most certified farmers believe that the 
higher price per kilogram hardly compensates for the higher cost and time-consuming 
work (e.g., recording activities) to make certification economically attractive. Table 2.1, 
however, shows that there are no (statistically) significant differences in unit costs 
between certified and conventional coffee farmers. Certified Arabica farmers, 
however, have a significantly higher productivity (p = .000) and a higher total coffee 
production (p = .016) despite having smaller coffee areas (p = .041) compared to 
conventional farmers. For Robusta coffee, we could not identify additional differences 
(except for the price per kilogram) between certified and conventional farmers. 

Moreover, we found that all certification schemes, except Fair Trade, do not ascertain 
minimum prices for coffee, but use flexible prices instead. Most certified farmers receive 
different amounts of price premiums, depending on the exporter and the scheme they are 
participating in (e.g., Fair Trade on average at USD 0.03–0.06/kg, 4C Code on average at 
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USD 0.02–0.13/kg, UTZ Certified on average at USD 0.04–0.13/kg; and Rainforest Alliance 
on average at USD 0.03–0.06/kg). Farmers who join the same certification scheme may 
receive different premium prices. For example, Robusta farmers in a 4C Code scheme with 
an exporter in Lampung, received a premium of USD 0.02/kg, however, Robusta farmers in 
a 4C Code scheme with an exporter in Central Java received USD 0.13/kg. Robusta farmers 
in a 4C Code scheme with a different exporter in Lampung did not receive premium prices 
at all, but received agricultural equipment instead. In general, premium prices are used to 
directly pay farmers, to offer trainings or assistance, or to invest in public infrastructure. 
Little attention is paid to increasing welfare at the household level. 

The differences between Arabica and Robusta farmers can partially be explained by 
the fact that Robusta farmers only recently got certified (beginning in the mid-2000s), 
while Arabica farmers were already certified as early as the 1990s. Therefore, the 
certified Arabica farmers have received more training, service, and support from 
donors, NGOs, and businesses than the Robusta farmers, which may explain their 
increased productivity and total coffee production. In the interviews, it was also 
acknowledged that training in crop management and post harvest techniques were 
important enablers to upgrade the economic performance of farmers. Besides, the 
existence of farmers’ organizations was believed to play a vital positive role in enabling 
economic performance by providing opportunities for labor sharing; revolving credit; 
bulk buying; knowledge dissemination; increasing awareness about more diverse 
channels to sell coffee (for higher prices); risk sharing; pooling; and an efficient 
distribution of resources (fertilizers, seeds, new coffee varieties, farming equipment). 
Weather (e.g., suitable conditions for irrigation and drying) and equipment were also 
considered important enablers as well as the presence of credit to hire coffee pickers 
during the harvest. 
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2.3.2 Traders 

Table 2.1 shows that certified Robusta traders and certified Arabica traders receive 
significantly higher prices (on a per kilogram basis) for their coffee compared to 
conventional traders (p = .030 and p = .000, respectively), although differences are 
generally small (5.4% or USD 0.18 per kg for Arabica coffee and 2.4% or USD 0.04 per 
kg for Robusta coffee). For the volume of coffee sold, profit, and the unit costs, we 
could not identify significant differences between certified traders and conventional 
traders. Based on the interviews, better access to markets and market information are 
largely believed to enhance a trader’s economic performance. Large traders generally 
have extensive access to information and a broad network of actors to sell their coffee 
to. Small-and medium-sized traders, however, often lack information about prices and 
access to markets. The interviews, furthermore, revealed that lack of credit and 
increasing fuel prices are seen as important blockers. Not being able to access enough 
credit results in a reduced amount of coffee that can be purchased (and sold) at once, 
reducing the trader’s revenues. 

2.3.3 Exporters 

For Arabica coffee, we could not identify significant differences in the economic 
performance of exporters trading conventional or certified coffee (Table 2.1). Prices 
paid for each kilogram of certified Arabica coffee are higher than for conventional 
coffee, but this difference is not significant. For certified Robusta coffee, prices per 
kilogram were USD 0.04 higher than for conventional coffee (p = .028), the revenues 
were lower (p = .023), but the profit was again higher (p = .023). Because the number of 
exporters who filled out the questionnaire was limited, these results have to be 
treated with care. Nine of 12 interviewed exporters argued that certification—
although an expensive business for them—is still considered an advantage to enlarge 
their market access, to benefit from price premiums, to attract (new) buyers, and to 
collect coffee beans directly from the farmers. In addition, increasing fuel prices, poor 
conditions of physical infrastructure, and bureaucratic government processes were 
mentioned as blockers to enhanced economic performance. 

2.3.4 Roasters 

Roasters processing certified Robusta coffee have higher unit costs (p = .000), but also 
higher profits compared to roasters processing conventional Robusta coffee (Table 
2.1). No other significant differences between certified and conventional roasters 
could be identified. However, again, we have to treat these results with care, as the 
number of exporters that responded to our questionnaire was limited. In the 
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interviews, it was largely confirmed that roasters who process certified Robusta coffee, 
have higher revenues as they trade high-quality coffee beans. This outstanding quality 
makes access to upper-class hotels, restaurants, and cafes in Indonesia possible, which 
explains the high profits these roasters make. The high volume of Robusta coffee that 
is sold by the roasters can be explained by well-known and very popular coffee brands 
and the relatively cheap consumer prices. Here, we see that for the domestic 
Indonesian market, the coffee brand and its place of origin are considered more 
important than the certificate. For Indonesian roasters, who generally supply the 
domestic Indonesian market, and upcoming markets in Asia, certificates do not play an 
important role. Although certified coffee generally has higher quality than 
conventional coffee, this is only an indirect result of certification. A more direct link 
can be identified between trainings provided to farmers and increases in their coffee 
quality and productivity. 

For Arabica coffee, there are no significant differences between roasters processing 
conventional or certified coffee. The interviews revealed that certified coffee can often 
be characterized by its outstanding quality in terms of low moisture content, few 
defects, and larger-sized beans, which explains the higher prices paid for it. For the 
domestic Indonesian market, it is not the certificate that adds value to the coffee, but 
the coffee quality, flavor, and blend, and related to this, its origin. Indonesian 
consumers, for example, are said to be willing to pay more for Arabica coffee from 
Aceh. This is also the reason why not all roasters add a logo of the certification’s label 
on their packages. Kapal Api and White Coffee “Kopi Luwak” are two large 
conventional roasters in Indonesia that have large market shares in the Indonesian 
coffee market. For them, blending different types of coffee to achieve a desired taste is 
more important than the certificate. 

To answer our first research question on how coffee certification schemes influence 
the economic performance of Southern actors, we cannot simply give one answer. For 
farmers (Arabica and Robusta), traders (Arabica and Robusta), and exporters (only 
Robusta), we found that certification leads to limited, but significantly higher prices 
per kilogram of coffee (p ≤ .05). Related to profit, only Robusta exporters benefited 
significantly from certification (Table 2.2). However, we have also seen that it is not so 
much the certificate itself that contributes to a better economic performance, but the 
higher quality of certified coffee beans. 

2.3.5 Distribution of Economic Rent 

Table 2.3 presents the economic rent of certified coffee for each actor in the 
Indonesian value chain and reveals that the economic rent is distributed unequally. For 
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Robusta coffee, we see that the economic rent for certified coffee is around IDR 
28,000/kg (USD 2.39) for roasters; IDR 500/kg for exporters (USD 0.04), IDR 431/kg 
(USD 0.04) for traders, and IDR 400/kg (USD 0.03) for farmers. The economic rent in 
the Arabica value chain is higher for all actors and ranges from IDR 32,500 per kilogram 
for the roasters (USD 2.77) to IDR 2,050 for the exporters (USD 0.17). If we look at the 
total economic rent of certified coffee along the entire Indonesian value chain, the 
economic rent of Robusta coffee equals IDR 29.331 per kilogram (USD 2.50) versus IDR 
38.850 per kilogram (USD 3.31) for Arabica coffee. 

Table 2.2  
Absolute and relative differences of average profit 

 
Average profit 
(IDR/kg coffee) 

Average profit 
(IDR/kg coffee) 

Absolute 
Difference(in 
profit, IDR) 

Relative 
difference in 

profit (%) Certified Conventional 
Robusta 

Farmer*    5.8 
Trader 301 284 17 6.0 
Exporter 3,630 3,243 387 11.9 
Roaster 97,801 76,000 21,801 28.7 

Arabica     
Farmer    4.4 
Trader 832 764 68 8.9 
Exporter 4,516 4,084 432 10.6 
Roaster 129,557 106,675 22,882 21.5 

Note : As explained before, we cannot calculate the farmer’s profit. To that end, we calculated the relative 
difference between selling process and costs. The cost of certified Robusta farmers is IDR 3,068/kg; the cost 
of conventional Robusta farmers is IDR 3,460/kg; the cost of certified Arabica farmers is IDR 778/kg; and the 
cost of conventional Arabica farmers is IDR 778/kg. The relative difference of Robusta farmers is ([17,400–
3,068]–[17,000–3,460])/ (17,000–3,460). The relative difference of Arabica farmers is ([37,800–1,438]-
[35,600–778])/(35,600–1,438). 
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Table 2.3  
Distribution of economic rent in the certified market 

 

Average Selling 
Price (IDR/kg) 

Certified 
(1) 

Average of Selling 
Price (IDR/kg) 
Conventional 

(2) 

Absolute 
Difference  

(IDR) 
(3) = (1)–(2) 

Relative 
Economic rent of 
Certified coffee 

(4) = (3)/(1) 

Relative 
Economic 

rent* 

Robusta      
Farmer 17,400 17,000 400 2.30% 1,36% 
Trader 18,200 17,769 431 2.37% 1,47% 
Exporter 23,000 22,500 500 2.17% 1,70% 
Roaster 135,000 107,000 28,000 20.74% 95,46% 

Arabica      
Farmer* 37,800 35,600 2,200 5.82% 5,66% 
Trader 39,100 37,000 2,100 5.37% 5,41% 
Exporter 46,550 44,500 2,050 4.40% 5,28% 
Roaster 182,500 150,000 32,500 17.81% 83,66% 

Notes : USD 1 = IDR 11,731 (2014 rate) 
*Absolute difference of each actor compared to total of   absolute differences is ratio between absolute 
difference of each actor and total of absolute differences of all actors. For the Robusta farmer = 
(400/[400+431+500+28,000]). 
 

Both for Robusta and Arabica, we see that the roasters receive the largest share of 
economic rent (95.5% and 83.7%, respectively). In the Robusta value chain, farmers are 
the actors who benefit least from the economic rent connected to certified coffee; in 
the Arabica value chain, the farmers’ benefit a bit more than the traders and the 
exporters. The interviewees argued that the farmer’s low bargaining power and 
vulnerability do not change as a consequence of certification. Farmers still have a very 
weak voice in setting the coffee prices and are dependent on other actors (mainly the 
exporters who pay for the certificates and set the prices). Budget constraints, lack of 
knowledge, and the absence of opportunities for networking reproduce dependency 
structures that contribute to the vulnerable position of farmers, which also explains 
their small share in the overall economic rent. The difference between the relatively 
low economic rent of certified Robusta coffee and the slightly higher rent for Arabica 
coffee can be explained by the origin of the Arabica coffee. The domestic market has a 
strong preference for Arabica coffee from Gayo (Aceh), which is the region where this 
research is carried out. The results may be different for certified Arabica coffee from 
other regions. 
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2.4 CONCLUSION 

In developed countries, certified coffee is being promoted and sold on the grounds of 
offering a better deal to farmers. This better deal encompasses not only improvements 
in the social and environmental situation of the farmers, but also in their economic 
situation and their vulnerable position compared to the more powerful actors in the 
coffee value chain. Our indicative results, however, show that the economic rent 
resulting from certified coffee is relatively low for farmers; the Indonesian-based 
roasters are the actors who benefit the most from certification. These roasters receive 
95.5 percent (Robusta) and 84 percent (Arabica) of the total economic rent in the 
certified Indonesian coffee value chain. Our results also reveal that the certificate itself 
hardly plays a role in explaining the slightly higher coffee prices for farmers. The price 
per kilogram of certified coffee is higher than conventional coffee not because of the 
certificate but because of the higher quality (lower moisture content, fewer physical 
defects, and larger-sized beans); flavor; brand; and place of origin. From an optimistic 
point of view, certification contributes to better prices only in an indirect way, through 
improving the coffee quality and efficiency of the production. 

These results raise the question of whether the current certification system, which is 
widely seen as a response to the negative effects of global trade in agricultural 
commodities, is able to meet its own targets or whether it largely reproduces 
prevailing problems. One of the most persistent problems is probably the unequal 
distribution of benefits and gains; something that does not seem to be changed 
through certification. Certification programs target farmers as being the agents of 
change. The undeniable underlying assumption, however, is that farmers lack 
information, skills, market access, and capital, even though all these aspects are 
present in the system. The main challenge is to guide farmers in the process of 
accessing and internalizing these aspects. If the roasters remain to be the actors who 
benefit the most, and if the Indonesian domestic market hardly cares about certified 
products, it is questionable whether an effective, sustainable transformation of the 
current agricultural economic system can be initiated at the farmers’ level. Improving 
the financial situation of farmers probably asks for a more profound restructuring of 
the current system, including institutions for education and training and access to 
credit. It is also worthwhile to consider possibilities to improve the farmers’ livelihoods 
in the context of the different coffee markets the farmers are part of. Whereas 
European and American consumers increasingly require certified coffee, upcoming 
Asian and Arabic markets just want to be assured of good quality coffee without caring 
too much about certificates. Therefore, trainings to increase the quality and 
productivity of coffee production seem to be of particular benefit to the farmers. It can 
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be seriously questioned what additional value certification has except for the provision 
of training (as part of the certification process). 

Of course, the results of this study, and particularly the statistical relations that have 
been made, need to be interpreted with care. This call for reticence mainly results 
from the sample sizes in this study and methodological challenges to accurately define 
and measure costs (and therefore profits). The small sample sizes particularly hold true 
for the 12 roasters and 12 exporters (6 processing conventional coffee, 6 processing 
certified coffee) that were included in this study. The methodological difficulties 
regarding the measurement of costs do not so much result from the development of a 
full overview of costs (in which we succeeded well), but from the actors’ memory and 
estimations regarding the costs they have made. Although we checked the reliability of 
data through interviews and a focus group, it is good to treat the data as indicative at 
this stage. It will be interesting to investigate the distribution of rents across the coffee 
chain for other regions and for other countries, to find out whether our identified 
distributional patterns can, or cannot, be identified elsewhere. Extension of this 
research to other parts of Indonesia may also add more robustness and rigor to the 
methodology used. Nonetheless, this research offers interesting preliminary results 
regarding the relationship between certification and the economic performance of 
Asian Journal of Agriculture and Development, Vol. 12, No. 2 13 coffee value chain 
actors. Although the unequal distribution of rents may not be surprising from an 
economic point of view, it is surprising from a sustainability point of view. Lastly, we 
expect that the involvement of Northern (e.g., European and US) roasters in this study 
would affect the distributional pattern of rents as it seems likely that farmer’s rents 
would even go down further in international value chains. This was, however, not part 
of our study. 
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3.1 Introduction 

A clear trend in the governance of agricultural commodity value chains is the increase 
of voluntary private sustainability standards and certifications (Bitzer & Glasbergen, 
2015; Meybeck & Susan, 2014; Henson & Humphrey, 2009). In the coffee sector, 
sustainability standards like Fair Trade, organic, Rainforest Alliance, 4C, bird friendly 
and others have become significant players in the market (Ibnu, Offermans, & 
Glasbergen, 2015; Reinecke & Von Hagen, 2012; Bitzer, Francken, & Glasbergen, 2008). 
These sustainability certifications compete among each other for a market share, 
whilst demand for conventional coffee is relatively stagnant in mature markets 
(Reinecke & Von Hagen, 2012; Kodoma, 2009; Ponte, 2004). 

Statistics on the global annual sales of sustainable coffee are still difficult to interpret. 
First, because coffee can be certified under more than one sustainability standard, yet 
counted separately (and therefore sometimes double) in each firm’s total numbers of 
sold certified coffee. Second, because coffee can be produced as sustainable, but end 
up being sold through conventional channels. It is however estimated that 20%-25% of 
the global coffee production is certified under a sustainability standard in 2015. 
According to ITC (International Trade Centre, 2011), the share of sustainable coffee 
consumption compared to the total coffee consumption is rather strong in the 
Netherlands (40%), the United States (16%), Denmark (10%), Sweden (10%), Norway 
(more than 10%), and Germany (5%). The demand for certified coffee is also growing in 
emerging markets such as China, the Republic Korea, Brazil and India (Potts, Matthew, 
Ann, Gabriel, Maxine, & Vivek. 2014; International trade Centre, 2011). 

Certified products have become fast growing niche markets, which may even lead to 
changes in the mainstream market (Panhuysen & Joost, 2014; Green America, 2013; 
International Trade Centre, 2011). Leading multinational companies in the global 
coffee market, such as Nestle, Kraft, Sara Lee, Smuckers, Strauss, Starbucks and Tchibo 
have committed to offering sustainable coffee to consumers by establishing 
purchasing targets for sustainable coffee (Bamber et al., 2014; Panhuysen, S. & Joost P, 
2014). For example, Nestle targets 90,000 tons of Nescafe Coffee to be certified by 
Rainforest Alliance by 2020 (www. Nestle.de), Starbucks and Kraft announced to make 
all of their coffee sustainably certified (Panhuysen, S. & Joost P, 2014), while Sara Lee 
targets more than 20% of their coffee to be certified by 2015 (www.saralee.com). 

Non-governmental organizations (NGOs) play an important role in standard setting, 
such as in agenda setting, creating and developing standards, policy implementation, 
catalyzing consumer influence and demand for such systems, and engaging with the 
industry to build stronger markets for certified products (Bitzer, 2012; Steering 
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Committee of the State-of-Knowledge Assessment of Standards and Certification, 
2012). Certifications also assist consumers in selecting products with claims of a better 
environmental and social performance (Oosterveer, Rossing, Hendriksen, & Voerman 
2014). Moreover, consumers are assumed to be willing to pay more for products from 
companies that are committed to positive social and environmental impacts (Yang, 
Shang-Ho, Mupandawana, & Liu, 2012; De Pelsmacker, Driesen, & Rayp, 2005). 

Research on the effects or impacts of coffee certification shows ambiguous results 
(Ibnu et al., 2015; Stellmacher & Ulrike, 2011). Some authors attribute positive effects 
to certification (Panneerselvam & Hermansen, 2011; Goldberger, 2008; Bakewell-
Stone, 2008; Eyhorn, Ramakhrisnan, & Mader, 2007) and suggest that overall efficiency 
gains (Valkila, 2009) as well as a more equitable redistribution of income and profits is 
possible, which improve the livelihood of farmers (Dragusanu, Raluca, Giovannucci, & 
Nunn, 2014; CIDIN, 2012; Ruben & Zuniga, 2011). More critical authors express the 
view that certification cannot change the structural inequalities involved in the global 
coffee trade as it cannot solve problems related to poverty, such as low yield levels, 
low educational levels, and farmers’ undeveloped entrepreneurial skills (Ruben & 
Hoebink P. 2015; Paschall, 2013; Beuchelt & Zeller, 2009; Blackmore & James, 2012) 
express a more dynamic perspective in which they refer to certification as a learning 
process to achieve economies of scale and lower transaction costs. 

This paper connects to the positive expectations of certification, particularly the 
assumption that participation in certifications shortens the coffee chain, which may 
positively relate to the economic performance of the sector. However, while most 
research compares (types of) certified coffee with conventional coffee, we argue that 
this categorization is still a very rough one. What is neglected is that the coffee sector 
comprises many actors in various relationships among them. These so-called 
marketing or distribution channels connect the local producer, via intermediaries, to 
ultimately the consumer (Saremi & Seydeh, 2014; Lopoyetum, 2014; Shumeta, 
Urgessa, & Kebebew, 2012). 

In this paper we hypothesize that the type of channel is an important structural factor 
influencing the performance of the coffee production, independent from the fact 
whether it deals with certified or conventional coffee. This implies that, in this paper, 
we question whether certified marketing channels are essentially different from 
conventional channels in terms of their performance. 

We operationalize the concept of performance in efficiency and equity indicators 
(Nzima, Joseph, & Bonnet, 2014; Shumeta et. al, 2012). A marketing channel is 
regarded more efficient than another channel when the movement of goods from 
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producers to consumers is made at lower costs, with a higher profit, and in a shorter 
lead time (Viere, Jan, Stefan, 2011. Ngwainbi, 2008). The concept of equity refers to 
the distribution of benefits among actors in the channel; a more even distribution of 
rents characterizes a more equitable channel. We adapted the equity model proposed 
by Shively, Jagger, Sseserunkuuma, Arinaitwe, & Chibwana (2010), Consoli (2004); 
Coughlan, Anne, Anderson, Stern, Louis, Ansary, & Adeli (2002) to measure the division 
of marketing margins and profit margins over the respective actors in the coffee 
marketing channels. 

In the following section we first introduce our research, followed by a description of 
our methodology. Next, we will first localize different coffee channels, after which we 
will further analyze the performance of the most dominant channels in terms of 
efficiency and equity indicators before we will get to our conclusions. 

3.2 Research field 

Our research was conducted in Indonesia because most research on the impacts of 
coffee certification is performed in Latin America and Africa whereas Indonesia is the 
third largest coffee producer in the world (Mafusire, Salami, Kamara, & Lawson, 2010; 
Hall Hill, 2000) and the second world’s largest exporter of Robusta coffee (Wahyudi & 
Jati, 2012). Our study encompassed 234 questionnaire respondents in the provinces of 
Java and Sumatera between September 2013 and January 2014. The choice for these 
areas follows from their importance in the Indonesian coffee production as they cover 
85% of the total Indonesian coffee production (Indonesian Agricultural Ministry, 2014). 
Besides, the choice for these areas guaranteed the inclusion of actors in Robusta 
marketing channels (e.g. central Java and Lampung) and Arabica market channels (e.g. 
Central Aceh and North Sumatera) as well as the inclusion of conventional and 
certified actors (4C, Rainforest Alliance, UTZ certified, Fairtrade, Organic USDA, CAFÉ 
Practices and bird friendly) (see table 3.1). The questionnaire included questions about 
costs, direct economic benefits and network relationships. 

Table 3.1 
overview of the number of respondents in the questionnaire  

 Robusta Arabica 
Smallholder farmers | certified 114 |77 51 |39 
Collector traders | certified 24 |8 21 |9 
Exporters | certified 5 |4 7 | 5 
Roasters | certified 7 |2 5 | 4 
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Table 3.2 
Employed method per subtopic 

Topic Sub topic Method 

Localization of 
Indonesian coffee 
channels 

Defining the different channels Questionnaire 
Explaining the choice for participation in one or 
more channels 

Interview 

Explaining the existence of many different 
coffee channels 

Interview 

Implications of the existence of many coffee 
channels 

Interview 

Performance of 
(different actors in) 
Indonesian coffee 
channels 

Efficiency 
Costs 
Profit margin 
Lead time 

Questionnaire – verified by  
interviews 

Equity 
Market margin share 
Profit share margin 

Questionnaire – verified 
by interview 

 

We interviewed the respondents personally and in the evenings after they had finished 
their work. During these interviews we filled out a questionnaire about the 
performance of each actor. The response rate among farmers was very high, around 
95 %. Some farmers did not want to participate in our study because they were tired 
or had other obligations. We employed random sampling techniques to interview 
traders in the market and snowball sampling techniques to contact Indonesian-based 
roasters. For the exporters, we contacted the 40 most important Indonesian exporters 
(see www. aeki-aice.org). Many exporters did not want to participate in our study due 
to time constraints. The relatively small number of respondents in this study, especially 
regarding the exporters, may raise questions regarding the representativity of the 
study. Therefore we decided to also conduct interviews with 43 respondents in 
Lampung, Central Java, North Sumatera, Central Aceh, DKI Jakarta and South Sulawesi. 
These interviews took place between October 2014 and February 2015. The 
respondents consisted of farmers, traders, cooperative staff, exporters, roasters, policy 
makers, scientists and researchers (see table 3.3). These interviews were used to verify 
the data resulting from the questionnaires and to gain more insight into the structure 
of the different Indonesian coffee channels. To that end, we used open-ended 
questions about the reasons behind the existence of many Indonesian coffee channels, 
the implications of this plurality in channels and the motivations behind actor’s choices 
for (a) particular channel(s). 
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Table 3.3 
Actors interviewed 

Actor Number of interviews 

Farmers 8 
Collector Traders 9 
Large Traders 8 
Cooperative 4 
Exporters 5 
Roasters 3 
Policy makers 2 
Scientists 4 

 

3.3 Methodological framework 

The theoretical framework we use and which forms the fundament of our method is 
that of (global) value chain analysis as developed by Kaplinsky & Morris (2001). The 
methodological aspects of applying this framework are described below. 

3.3.1 Localization of channels. 

To localize the coffee channels, we included questions in our questionnaire about 
network relationships. More specifically we asked every respondent from which 
actor(s) they buy their coffee and to which actor(s) they sell it again. This allowed us to 
identify a large number of coffee channels by simply connecting buyers and sellers in a 
diagram. Given the large amount of coffee channels in Indonesia, we decided to only 
include the most dominant channels in our analysis. To distinguish between dominant 
and non-dominant channels we used two criteria: the volume of coffee flowing 
through the channel and the number of farmers involved in the channel. We selected 
those channels that cover an equal or higher volume of coffee (in kilograms) compared 
to the average volume of coffee in all channels, and that cover at least an average 
number of farmers. 

3.3.2 Performance of channels – efficiency. 

For each selected channel we measured the economic performance. To this end, we 
adopted a three-step approach. First we calculated each channel’s efficiency by 
calculating i) the total unit costs of all actors in each channel, ii) the profit margins and 
iii) the lead time from producer (e.g. farmer) to the roaster or exporter (dependent on 
the channel and the question whether the coffee will be roasted in Indonesia and/or 
exported abroad). 
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Related to costs, we first developed an initial list of cost items for each actor. This list 
was verified and adapted through interviews with the different actors before 
presenting it to our questionnaire respondents. The final lists of farmer’s costs covered 
costs for buying chemical and organic fertilizers, agricultural equipment, 
transportation, hired labor, and miscellaneous costs. Trader’s costs cover expenses for 
handling the coffee beans, transportation, storage, grading, drying, depreciation of 
costs, and miscellaneous issues. Exporters have to pay for handling, storing, grading, 
drying, and transporting the coffee and make additional costs for money depreciation, 
certification (only for certified exporters), overhead, and miscellaneous issues. 
Roasters’ costs relate to processing (roasting) coffee, packaging, marketing, 
distribution of coffee, depreciation of money, overhead, and miscellaneous issues. 

As we also asked questions about the volume (in kilograms) of coffee that each actor 
sold we were able to calculate the unit costs (in Rupiah per kilogram of coffee). We 
present unit costs rather than total costs to equalize the measurement among actors 
with differences in the volume of coffee that is being sold. By adopting this procedure 
we can compare the unit costs between actors in different channels, and the total unit 
costs of each channel. 

In the aforementioned questionnaires we also asked the respondents to indicate the 
annual average selling prices (in Rupiah per kilogram of coffee) and the annual average 
buying prices (again in Rupiah per kilogram of coffee). This information was used to 
calculate the profit margins for each actor through the following formula: 

Profit Margin = (SP-BP) –C 

Where SP is the annual average annual selling price (in Rupiah per kilogram); BP the 
annual average buying price (Rupiah per kilogram) and C the unit costs (in Rupiah per 
kilogram). As the farmers do not buy a ready-to-buy package of a coffee product, BP in 
their case also refers to the cost of production. In some cases, the respondents could 
not answer our questions based on annual sales or purchases. In cases this occurred, 
we asked them for monthly or bi-weekly purchases and sales and translated these 
numbers to annual scores. Data are systematically checked and verified through the 
interviews. 

The lead time in each channel was measured in the number of days between picking 
the coffee beans by farmers (or labor hired by the farmers) and delivering the coffee to 
customers by the exporter or to the coffee delivery by the roaster. We asked each 
actor about the average number of days between purchasing the coffee and selling it 
again. The most efficient channels are those in which the actors all together have 
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relatively low unit costs; relatively high profit margins; and where the lead time is 
relatively short. 

3.3.3 Performance of channels – equity. 

The second step in our performance analysis consisted of analyzing the equity of 
different channels by measuring the marketing margin share and the profit margin 
share for each actor. The difference between marketing margin and profit margin is 
that the latter  also considers the unit costs. The marketing margin share was 
calculated through. 

 the �following formula: 

Marketing margin share =  MM
TMM

x100 

Where MM refers to the price differential between selling price (SP) and buying price 
(BP) for each actor and TMM refers to the total marketing margin in every channel. For 
the farmers, the buying prices refer to the investment costs for growing and picking 1 
kilogram of coffee beans, whereas the selling price of the roaster refers to the 
processed coffee resulting from 1 kilogram beans. In addition, the profit margin share 
was calculated through the following formula:  

Profit margin share=  PM
TPM

x100 

Where PM refers to the earlier described profit margin for each actor and TPM to the 
total profit margin in a channel. A channel can be considered equitable if marketing 
margins and profit margins are relatively equally distributed among actors in the 
channel. The equality of the distribution was measured based on the sum of 
differences between each actor’s MMs and PMS compared to the theoretically most 
equitable distribution of MMs and PMS (100%/ the total number of actors in the 
channel). The most equitable coffee channel has the lowest overall deviations. 

3.3.4  Performance of channels – combining efficiency and equity 

The third step in our analysis determined the best performing coffee channels. We 
considered a channel to perform well if it scored better than average on both the 
efficiency and equity indicators. If it scores worse than average on both indicators, we 
evaluate the respective channel as performing relatively poorly. For the efficiency 
indicator, to determine whether a channel scores better than average, we used the 
criteria that at least two out of the three aspects (e.g. costs, profit or lead time) should 
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score better than average; for equity both the deviations from MMs and PMS had to 
score below average. 

3.4 Localization of Indonesian coffee channels 

In our study areas we identified 42 coffee marketing channels; 17 channels covering 
Robusta coffee and 25 covering Arabica coffee (see Annex 1). Of the 42 channels, 
seven channels can be classified as certified marketing channels, which implies that 
these channels only cover the trade in certified coffee products. Nine conventional 
channels only exist of conventional actors trading conventional coffee. More than a 
half of the identified channels (26 in total) are so-called mixed channels where certified 
coffee penetrates the conventional market or the other way round (see figure 3.1). 
Certified coffee mostly enters the conventional market at the moment it is sold by the 
farmers to traders, or from traders to middlemen. Certified farmers sometimes prefer 
to sell their beans to conventional traders as these traders directly pay the beans in 
cash. When certified farmers sell their beans to certified traders they have to wait for 
their money till the exporter has set the price based on the quality of the coffee beans 
(see Astuti et al., 2015), which may take up to one week. Another reason for selling 
certified beans to conventional traders is that these traders provide advance loans to 
cover production costs, under the prerequisite of purchasing a specific volume of 
coffee beans from the certified farmers in the future. Sometimes, the quality of 
certified coffee beans does not meet the requirements of the certified market. In 
those cases we observed certified traders selling these beans to middlemen in the 
conventional market. In 10 mixed channels we observed the penetration of 
conventional coffee into the certified market when conventional farmers sold beans to 
certified traders, or when certified exporters purchased conventional coffee beans 
from middlemen or traders to mix it with certified coffee. These exporters explained 
that the supplementation of certified coffee with conventional coffee is necessary to 
fulfill the market demand, which has grown significantly due to upcoming coffee 
markets in Asian and Arabic countries (particularly Korea and Japan). This did not only 
result in mixed coffee being exported to these upcoming coffee markets, but also in 
mixed coffee being sold as purely certified coffee to Western markets. There were no 
significant differences in the number of mixed channels (see Appendix 4) for Arabica 
coffee (53%) and Robusta (59%). 

In most coffee channels, coffee flows from farmers to traders, sometimes via 
middlemen to either roasters or exporters. Roasters generally process coffee for the 
domestic Indonesian market, whereas the exporters export the coffee beans to 
roasters in Europe, the United States, and several Asian countries. These international 
roasters were not part of our study. Certified channels are generally shorter in terms of 
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involved actors compared to conventional channels, which mainly results from the 
absence of middlemen. The average annual volume of coffee flowing through each 
channel equals 4,157 kilos (see table 3.4). Here we however observe large differences 
between Robusta channels, with an annual average of 6,956 kilos and Arabica channels 
with an annual average of 2,255 kilos. The volume differences among the channels are 
also large and vary from 524 kilograms (channel 36) up to 55,526 kilograms in channel 
1 (see Appendix 3 and Table 3.4 for an overview). Further, the number of involved 
farmers varies substantially over the channels and ranges from 1 farmer up till 54 
farmers, with an average of almost 4 farmers per channel. Actors, including farmers, 
can be involved in different channels (1-4 in the case of our study, with an average of 
2, see Figure 3.1). This mostly implies that farmers sell their coffee to the same 
trader(s), but that the channel diversifies in a later stage in the commodity chain. 
Figure 3.1 shows that 55% of the total overall coffee is sold from certified farmers to 
certified traders; 6% from conventional farmers to certified traders; 24% from 
conventional farmers to conventional traders and 15% from certified farmers to 
conventional traders. We observe a pattern wherein certified actors sell a higher 
proportion of their coffee to other certified actors compared to conventional actors 
and vice versa. 

We can explain the existence of many coffee channels in Indonesia by the absence of 
formal contracts and agreements among actors, and the subsequent existence of many 
personal, often verbal agreements. These agreements mostly result from strong social 
ties, trust and a shared cultural identity and the fact that both certified and 
conventional actors experience huge freedom to sell and buy coffee to and from actors 
they wish. Even if certification goes together with a contract, this contract does not 
oblige certified traders and cooperatives to sell their coffee to certified exporters or 
certified roasters. Combined with the fact that internet and cell phones enable an 
easier and faster communication about coffee prices, we see actors easily diverting 
their businesses to buyers and sellers who offer the best prices at the moment of a 
transaction. This holds true within channels (e.g. by selling beans to different traders 
within the same channel), but also across channels (e.g. the preference to sell to 
exporters over middlemen, or the certified trader’s preference to sell to cooperatives, 
roasters or exporters). 
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Figure 3.1 
Coffee Marketing Channels in Indonesia. The numbers represent the relative volumes of coffee 

in every horizontal layer of the product chain 

 

The existence of many channels in the Indonesian coffee market can be beneficial for 
several actors. High competition combined with freedom to select buyers and sellers 
offers chances for price-negotiations, which potentially result in better prices, a more 
efficient market and possibilities to mitigate market distortions. As farmers have a 
broad choice of traders to whom they can sell their beans and as the demand for their 
beans is generally high, the existence of many channels can be considered positive for 
the farmers. The existence of many channels is also beneficial for traders and 
exporters as it allows them to diversify their risks and search for the best prices. In 
addition, individual consumers may benefit from the existence of many different 
coffee channels as this offers a wider variety of choice in different coffee types, coffee 
quality and coffee prices. Consumers can choose high quality coffee for relatively good 
prices. 
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3.5 Dominant coffee channels 

To analyze the economic performance of Indonesian coffee actors and to assess the 
role of certification in this performance, we selected the most dominant coffee 
channels based on the criteria mentioned in the method section (see Table 3.4 and 
Figure 3.2). This selection resulted in ten dominant coffee channels: six Robusta 
channels and four Arabica channels. The Robusta channels consist of certified channels 
(channel 1, 2, 10), one conventional channel (channel 5), and two mixed channels 
(channel 13, 15). The Arabica channels cover two certified channels (channel 18 and 
20), one conventional channel (channel 24) and one mixed channel (channel 35). 

 

Table 3.4 
Number of Farmers and coffee volume in the dominant (marked cells) and non-dominant 

(transparent cells) channels 

Channel 
Actors Total Percentage 

Farmers Certified Farmers 

Persons Kg Persons Kg Person Kg 

1   54 55526 32,6 31,8 
2   5 5588 3,3 3,2 
3 2 1956   1,1 1,1 
4 3 2794   1,7 1,6 
5 15 14143   9,1 8,1 
6 2 1921   1,2 1,1 
7 3 3318   1,7 1,9 
8 3 3492   1,8 2,0 
9   3 3318 1,8 1,9 

10   4 4540 2,6 2,6 
11   1 1048 0,7 0,6 
12   1 1222 0,7 0,7 
13   5 4889 2,9 2,8 
14   2 2445 1,3 1,4 
15 9 10127   5,6 5,8 
16 1 873   0,5 0,5 
17 1 1048   0,7 0,6 
18   11 12223 2,8 7,0 
19   1 1222 0,9 0,7 
20   8 5064 2,8 2,9 
21   2 1571 1,1 0,9 
22 1 873   0,7 0,5 
23 1 1222   0,7 0,7 
24 7 6984   4,3 4,0 
25 2 2095   1,3 1,2 
26   2 2445 1,6 1,4 
27   1 1397 0,7 0,8 
28   1 1048 0,7 0,6 



Coffee Certification and Economic Performance: Analysis of Coffee Marketing Channels  

57 

Channel 
Actors Total Percentage 

Farmers Certified Farmers 

Persons Kg Persons Kg Person Kg 

29   1 1048 0,8 0,6 
30   1 1135 0,7 0,7 
31   1 1484 0,8 0,9 
32   3 3318 2,0 1,9 
33   1 1135 0,7 0,7 
34   1 960 0,7 0,6 
35   6 0 2,8 2,7 
36 1   524 0,5 0,3 
37 1   943 0,7 0,5 
38 1   908 0,6 0,5 
39 1   0 0,7 0,6 
40 1   0 0,7 0,6 
41 1   0 0,7 0,6 
42 1   0 0,7 0,6 

 49  116  100 100 
 

Figure 3.2 illustrates the dominant coffee marketing channels in Indonesia, including 
Robusta, Arabica, certified, conventional and mixed channels. First, we observe that 
some dominant channels are the same for Robusta and Arabica coffee (channels 1 and 
18; 13 and 35; 5 and 24). Second, we see that both certified and conventional 
exporters supply coffee beans to the international market, although certified exporters 
provide higher quantities of coffee to the international market (68%) compared to 
conventional exporters (20%). Third, the domestic Indonesian market is serviced 
entirely through certified coffee channels in the dominant channels. Fourth, we also 
observe that conventional coffee penetrates the certified market in one of the 
dominant channels (channel 15). Although this only refers to a small portion of the 
conventional coffee that is sold from conventional farmers to certified traders (5%) it is 
a dominant channel. Fifth, it becomes clear that least diversification in channels takes 
place once coffee ends up with the conventional traders. All dominant channels follow 
the same route after the conventional traders (via middlemen and conventional 
exporters to the international market). Finally, the most dominant channel is channel 1 
in which certified farmers sell their Robusta beans to certified traders. These certified 
traders sell the beans to certified exporters who, on their turn, sell to the international 
market. 
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Figure 3.2 
Dominant Coffee Marketing Channels in Indonesia 

 

 Robusta  Arabica 
 Channel 1  Channel 18 
 Channel 2  Channel 20 
 Channel 5  Channel 20 
 Channel 10  Channel 35 
 Channel 13   
 Channel 15   

 

3.6 Efficiency of Indonesian coffee channels 

Table 3.5 presents the efficiency of each dominant channel. We see that costs differ 
substantially between the channels and vary from 14.154 to 33.513 Rupiah per 
kilogram. Also the profits vary from 7.871 to 107.243 Rp/Kg as well as the lead time 
which lies between 14 and 36 days. We also see that the channels with the lowest 
costs (channel 5) are not those with the highest profits (channel 10) or the ones with 
the shortest lead time (channel 18). At first sight, patterns regarding the channel’s 
destination (international versus domestic market), the status of certification 
(certified, conventional or mixed) or the species (Robusta and Arabica) seem absent. A 
closer look however, reveals the following indicative patterns: 
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1. Profits are significantly higher1 in the channels with a domestic destination 
(channel 2 and 10) compared to channels for the international market (P=0.000). 
The costs are however also significantly higher in those channels targeting at the 
domestic market (P=0.000). The latter can be explained by the high unit costs (e.g. 
for processing, roasting, packaging, and marketing) in these domestic channels. 

2. There are no significant differences in costs, profits or lead-time between Robusta 
and Arabica channels. 

3. The lead-time is significantly shorter in the certified channels compared to the 
conventional and mixed channels (P=0.002). The main explanation is that there 
are fewer actors involved in the certified channels compared to the conventional 
and mixed channels. 

Table 3.5 
The efficiency of Coffee Marketing Channels (in Rupiah and number of days). Shaded cells refer to those 

channels whose costs and lead time are lower/ shorter than average, and its profits are higher than average 

  

Channels 

1 2 5 10 13 15 18 20 24 35 

Efficiency RIC RDC RICO RDC RIM RIM AIC AIC AICO AIM 

Cost 1417
3 

32442 14154 33513 14909 14568 14666 15008 22988 15036 

Profit 9442 103613 7871 107243 8957 8356 27283 28441 20761 30934 

Lead time 19 16 36 26 34 21 14 21 35 33 

R: Robusta  I: International Market C: Certified 
A: Arabica  D: Domestic Market  CO: Conventional 
     M: Mixed 
 

Overall, we conclude that none of the channels scores better than average on all three 
aspects (costs, profits and lead time) and only 1 channel (channel 24) scores poor on all 
these aspects. Based on table 3.5, and following the criteria mentioned in the method, 
we conclude that channel 1, 2, 15, 18 and 20 score well in terms of efficiency, whereas 
the other channels, and particularly channel 24, have relatively low scores on 
efficiency. Four of the 5 efficient channels are certified channels whereas one refers to 
a mixed channel. This implies that none of the conventional channels can be 
considered efficient. Nonetheless, we also find one certified channel among the 
inefficient channels (channel 10). The lead-time of channel 10, however, is exactly 
equal to the average lead-time in all channels. Following the criteria in the methods 
section, this implies that this channel just falls behind the wayside of being evaluated 

                                                                 
1 To reveal indicative results on the effects of a channel’s destination, status or species, we performed an 
independent sample t-test with a 0.05 significance threshold. Given the mall sample sizes, this information 
should be interpreted as indicative and helpful in guiding potentially interesting leverage points for future 
research rather than pretending to tell the absolute truth. The t-test however adds a bit more reliability to 
conclusions resulting from solely observing the differences between numbers in table 3.5 
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as efficient. Therefore, we conclude that certified channels are generally more efficient 
than conventional channels. 

3.7 Analysis of the equity of dominant channels 

Table 3.6 reveals the marketing margins (MM) and profit margins (PM) of all actors in 
the dominant coffee channels that form the basis of our equity analysis. In table 3.7 we 
present the deviations in margins compared to the most equitable distribution of 
margins in each channel (see the methods section). Table 3.6 and 3.7 show that no 
channel can be considered (close to) equitable. We also see that channels that are 
relatively equitable in terms of marketing margins are also relatively equitable in terms 
of profit margins (see for example channel 15). There are several observations to 
derive from the information in Table 3.6 and 3.7: 

1. Overall, and particularly in channel 2 and 10, the domestic roasters obtains the 
highest marketing margins (86.33% and 83.44%) and profit margins (94.39% and 
91.20%) of all actors in all channels. These relatively high shares also make the 
channels in which they are involved less equitable. This can be explained as 
roasters add most value to the raw coffee beans and therefore receive relatively 
high PMs and MMs, which is in line with the results presented by Astuti et al. 
(under review). Further, we found evidence that channels targeting at the 
international market are more equitable than domestic channels (P=0.028)2. 

2. We observe large differences in MM and PM between farmers in different 
channels. The farmer's MM ranges from 12.37% in channel 10 to 83.47% in 
channel 18. Their PM even ranges from 4.68% in channel 10 to 82.93% in channel 
18. These large differences result from the high profit margins of the roasters. 
The higher the roaster’s margins are, the lower the shares of the farmers. 

3. Except for the earlier mentioned destination (international or domestic) we 
cannot identify significant effects of the type of coffee (Arabica or Robusta) or 
certification status (certified, conventional, mixed) on equity. Nonetheless, the 
chances of identifying a relatively equitable coffee channel are higher in Robusta 
channels targeting the international market and lower in certified Arabica 
channels targeting the domestic market. Certification does not significantly lead 
to a more equitable distribution of market margins or profit margin 

4. For smallholders it seems to be beneficial to be involved in a relatively equitable 
channel, as their MM and PM are relatively high in these channels. However, 
unequitable channels are not necessarily bad for the farmers. Channel 35 for 
example, is relatively unequitable although farmers have a relative high MM and PM. 

                                                                 
2 As our research focuses on Southern actors in the coffee value chain, our analysis excludes PM and MM of 
international roasters. 



Coffee Certification and Economic Performance: Analysis of Coffee Marketing Channels  

61 

Deviations from the most equitable distribution of margins in each channel. Shaded 
cells refer to deviations that are below average. A score of 0 would reveal a fully 
equitable share of margins in which all actors receive the same proportion of profits 
and margins. The higher the number in this table, the less equitable a channel can be 
considered. 

Table 3.6 
The equity of Indonesian Coffee Marketing Channels: MM and PM 

Robusta Channel 1 Channel 2 Channel 5 Channel 10 Channel 13 Channel 15 
RIC RDC RICO RDC RIM RIM 

MM PM MM PM MM PM MM PM MM PM MM PM 
Certifed 
farmers 

74.70 53.21 12.80 4.85   12.37 4.68 75.16 56.09   

Conventional 
farmers 

    74.80 50.03     74.33 47.13 

Certified 
collector 
traders 

5.09 8.35 0.87 0.76   0.84 0.73   5.16 9.43 

Collector 
traders 

    3.02 3.62   2.98 3.18   

Large traders     3.56 5.15   3.51 4.52   
Certified 
exporters 

20.22 38.45     3.35 3.38   20.51 43.44 

Conventional 
exporters 

    18.61 41.20   18.35 36.21   

Certified 
Roasters 

  86.33 94.39   83.44 91.20     

Conventional 
Roasters 

            

  100 100 100 100 100 100 100 100 100 100 100 100 
Arabica Channel 18 Channel 20 Channel 24 Channel 35  

AIC AIC AICO AIM 
MM PM MM PM MM PM MM PM 

Certified 
farmers 

83.47 82.93 80.80 79.91   82.27 82.15 

Conventional 
farmers 

    81.37 73.4   

Certified 
collector 
traders 

2.47 2.33 2.39 2.24     

Cooperatives   3.20 3.64     
Collector 
traders 

    2.11 2.43 2.01 1.63 

Large traders     3.03 4.49 2.88 3.02 
Certified 
exporters 

14.06 14.74 13.61 14.20     

Conventional 
exporters 

    13.48 19.67 12.83 13.20 

Certified 
roasters 

        

Conventional 
roasters 

100 100 100 100 100 100 100 100 

R : Robusta 
A : Arabica 

I  : International Market 
D : Domestic Market 

C    : Certified 
CO : Conventional 
M   : Mixed 

MM : Market Margins 
PM : Profit Margins 



Chapter 3 

62 

Table 3.7 
The Equity Performance of Indonesian Coffee Marketing Channels 

 Channels 

1  2 5  10 13 15 18 20 24 35 

 RIC RDC RICO RDC RIM RIM AIC AIC AICO AIM 

 MM 82.73 105.99 99.60 116.87 100.33 82.00 100.28 111.6 112.74 114.54 
 PM 49.98 122.11 82.47 132.39 84.59 47.81 99.20 109.83 96.80 114.30 
Mean 66.35 114.05 91.04 124.63 92.46 64.90 99.74 110.71 104.77 114.42 

3.8 Performance of Indonesian coffee channels: combining Efficiency and Equity 

Table 3.8 shows the performance of dominant channels in the Indonesian coffee 
market, which reveals that the most efficient channels are not necessarily the most 
equitable channels. The best performing channels are channel 1, 15 and 18, whereas 
channel 10, 24 and 35 are performing relatively poorly. It is hard to find patterns in the 
performance of different channels, as both the well and poor performing channels 
include Robusta and Arabica coffee, and certified and mixed channels. It is however 
remarkable that all well performing channels are directed at the international market, 
and conventional channels are not part of the well performing channels. 

Table 3.8  
The Performance of the dominant Indonesian Coffee Channels 

 

Channel    
1 

Channel   
2 

Channel   
5 

Channel 
10 

Channel 
13 

Channel 
15 

Channel 
18 

Channel 
20 

Channel 
24 

Channel 
35 

RIC RDC RICO RDC RIM RIM AIC AIC AICO AIM 
Efficiency + +    + + +   
Equity +  +  + + +    

Shaded cells with a +-sign indicate that the channel is performing better than average on the mentioned 
aspect. 

3.9 Conclusion 

In this paper we hypothesized that the type of marketing channel is an important 
structural factor influencing the economic performance of Indonesian coffee 
production, independent from the fact whether the coffee under analysis is certified or 
conventional. We investigated whether certified marketing channels are different from 
conventional channels and whether certified channels show a better economic 
performance than non-certified channels. The hypothesis is partly confirmed by our 
data and partly rejected. First, we indeed found that the type of channel matters for 
performance, as there were clear and significant differences in efficiency and equity 
among the channels. Second, we could not verify that performance was independent 
from certification as certified channels were more efficient than conventional 
channels. In terms of equity, we could however not find significant differences 
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between certified, conventional and mixed marketing channels. Overall, as none of the 
well performing channels, was a conventional channel, we conclude that certification 
increases the chances of a relative good economic performance. Certification is 
however no guarantee for a good economic performance and it may even be 
questioned whether benefits in terms of economic performance can be attributed to 
certification or to the institutional context wherein certified actors operate. 
Particularly the relative shorter length of certified and mixed channels seems to 
contribute to a better economic performance. However, shortening channels, for 
example through certification, inevitably leads to ruling out middlemen and traders. 
Although positive for the vulnerable farmers, this may lead to other challenges like the 
deprivation of traders and middlemen and therewith shifting the problem of poverty, 
low bargaining power and vulnerability from the farmers to other actors in the value 
chain. Following Astuti et al. (under re-review) we cannot only conclude that roasters 
are the Southern actors who benefit most from certification, but they also seem to 
benefit from the institutional diversity resulting from the existence of many coffee 
channels in Indonesia. Profitability improvements, particularly in terms of equity, may 
be realized if farmers could - next to selling raw beans- also develop roasting facilities. 
This however may have the same implications as mentioned above: shifting 
vulnerability and poverty problems from the farmers to middlemen and traders. 

We have to acknowledge that this paper, although revealing important patterns, has 
three flaws that also form the leverage points for further research and improvements. 
First, the exclusion of Northern-based roasters results in incomplete information 
regarding the distribution of MM and PM in the international channels. We expect that 
the involvement of Northern (e.g. European and US) roasters in this study would affect 
the distributional pattern of marketing margins and profit margins as it seems likely 
that farmers’ rents would even go down further in international value chains. Second, 
the number of respondents in our study (particularly for the roasters and exporters) 
was relatively low. Although we checked the reliability of our data through interviews, 
it is good to treat the data as indicative at this stage and it is therefore advisable to 
extend this research to other parts of Indonesia to also add more rigors to the method. 
Third, this study relies heavily on the respondent’s estimations on their profits and 
costs. For a diversity of reasons, these estimations may not be fully in line with reality. 
Through interviews and cross-checking these estimations we tried to verify the relative 
reliability of our data, but we have to remain receptive for further verification of these 
data. An interesting topic for further research embraces the influence of different 
organizational and institutional characteristics on the economic performance of actors 
in the Indonesian coffee value chain. More specifically, it would be interesting to 
investigate the influence of differences in business models on economic performance 
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and the role of certification in these different types of business models. Business 
models can be approached as alternative ways to enhance economic performance, but 
also as mediators thought which the effects of certification on economic performance 
are shaped. 
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4.1 Introduction 

Sustainability standards and certification schemes increasingly shape the coffee 
production in producing countries. Up to now, we can distinguish at least seven 
different private coffee certification schemes (ecolabel index, 2017) which differ in 
their focus and requirements (Ingram et al., 2016; Vorley, 2008), but generally try to 
improve the environmental sustainability of the coffee production while at the same 
time guaranteeing social and economic benefits for the producers (CIDIN, 2014; 
Blackmore et al., 2012). Economic prospects are the most important driver for coffee 
smallholders to participate in a certification scheme (Ibnu et al., 2016), and the 
provision of premium fees entails the most preferred characteristic of certification 
according to the smallholders (Ibnu et al., 2015). Additionally, consumers also attach 
value to the economic prospects for farmers resulting from their decision to buy 
certified coffee products (Vlameninck and Vranken, 2015; Lee et al., 2012; Vorley and 
Fox, 2004).      

There are a growing number of studies assessing the impact of sustainability 
certification on the economic performance of smallholders (see Astuti et al., 2015; 
CIDIN, 2012; Elliot, 2012; Van Dijk, and Trienekens, J., 2012; Barham and Weber, 2012; 
Arnould, Plastina, and Ball, 2009). The conclusions of these studies however, are not 
conclusive. Some of them conclude that the impact of sustainability certification on 
the economic realities of farmers is generally positive, for example through improving 
market access (Vagneron and Roquigny, 2010; Man-Kwun and Pound, 2009), 
diversification of income sources, providing access to credit (Man-Kwun and Pound, 
2009), and improving yields  (Astuti et al., 2015; Dengerink, 2013; Dragusanu et al., 
2013;), productivity (Astuti et al., 2015; Barham et al., 2012), efficiency (Herrell et al, 
2017; Astuti et al., 2015) andincome (Deppeler, 2014; Bolwig et al., 2009). Other 
studies however, reveal that certification negatively effects farmers’ income (see 
Auriol and Schilizzi, 2015; Blackmore et al., 2012), or that the effects cannot be 
considered significant (Mitiku et al., 2015; Fort and Ruben, 2012; Segura and Arias, 
2008).  

If we take a closerlook at these studies, we see that they analyze the effects of 
certification on economic performance in a direct way. While being useful, they 
neglect the influence of factors that potentially mediate the relation between 
certification and economic performance. There are a few studies paying attention to 
mediating factors. These include studies from Bennett et al. (2016), Hidayat et al. 
(2015), Sustaineo (2013), and Ruben and Fort (2012) on the impact of certification on 
productivity through organizational changes, and Astuti et al. (2015) who show that 
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marketing channels mediate the effects of coffee certification on economic 
performance.  

In this study, we suggest to look at another potentially mediating factor that may 
explain the effects of certification on economic performance: differences in 
partnership constellations the certified and conventional farmers are part of. We 
define a partnership constellation as the collaborative, institutionalized arrangement 
between actors in the Indonesian coffee value chain. The central question is therefore, 
to what extent, and how, do farmers participating in different partnership 
constellations differ in their economic performance and what is the relative importance 
of partnership constellations in explaining differences in economic performance? First, 
we will argue why partnership constellations may be important as a potential 
mediating factor in explaining differences in economic performance. To that end, we 
will elaborate on differences in the business models underlying different certification 
schemes and how these, once being applied to the Indonesian context, become 
blurred. Next, we will explain that differencesin practice can be attributed to the 
existence of different partnership constellations, rather than business models, before 
elaborating on the methods and the effects of these constellations on farmers’ 
economic performance.     

4.2 Materials and Methods 

4.2.1 Business models and economic performance 

In the literature, there is quite some information available on the different business 
models underlying different certification schemes (see Potts et al., 2014; Beuchelt, T. 
D. & Zeller, M. 2013; Vorley et al., 2008). A business model is commonly defined as the 
way in which businesses create and capture value (Potts et al., 2014; Vorley et al., 
2008). Previous studies show that variation in business models may lead to differences 
in environmental benefits (e.g. variation in preservation and protection of natural 
resources and animals), social benefits (e.g. variation in worker-rights and 
empowerment) and economic benefits (e.g. variation in efficiency, costs, and income) 
(Potts et al., 2014; Kuitet al., 2013; Vermeulen and Cotula, 2010). Certification itself 
can be considered a business model for smallholder farmers (Linton, 2008; Willer and 
Yussefi, 2007) as it seeks to create value by connecting farmers to the market through 
sustainability standards (Rocket, 2014; Jena et al., 2012; Stellmacher, Grote, 2011). 

Different sustainability certification schemes have their own, rather unique business 
models. These differ in their scope, main focus, goals, characteristics, requirements, 
and in their intended way to create benefits (Breukers, 2015; Dragusanu et al., 2013; 
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Paschall, 2013; Lentijo and Hostetler, 2011). Fairtrade for example, mainly focuses on 
trading conditions, improving access to agricultural services and the empowerment of 
producers in order to combat poverty (Paschall, 2013). Rainforest Alliance tries to 
create value through ecosystem conservation whereas Organic focuses on the 
promotion of ecologically sustainable agriculture through the use of less chemical-
intensive farming methods (Dragusanu et al., 2013; Paschall, 2013). UTZ certified, as 
another example, focusses on increasing the coffee productivity to strengthen the 
position of farmers, whereas Bird-Friendly aims to conserve forest cover through 
coffee production under the shade of forest canopy (Ponte, 2004). The 
schemes’business models also differ in the benefits they provide to farmers, varying 
from the provision of premium fees to equipment, and from the provision of credits to 
market information. The question therefore arises, whether the different business 
models lead to differences in the economic performance of coffee smallholders.  

We argue however, that this question becomes irrelevant in the Indonesian context. 
Although the business models underlying the different certification schemes differ in 
theory, we observe3 that these differences fade away when the schemes become 
implemented in practice. In the case of coffee certification in Indonesia, we see that 
the certificate-holders are not the farmers, but the exporters. In most cases, these 
exporters hold different certificates at the same time. For efficiency reasons (i.e. to 
save costs and to assure a standardized level of coffee quality across different regions) 
these exporters arrange group-training sessions for all farmers simultaneously, 
independent from the scheme the farmers participate in. Exporters thus define a 
common training curriculum and, by doing so, facilitate access to all kinds of 
certifications without any-longer paying attention to the differences among the 
schemes. Farmers also receive premium fees, agricultural equipment, and fertilizers 
from the exporters. Therefore, it is possible that farmers participating in the same 
scheme (e.g. 4C, Fairtrade, Rainforest Alliance) receive different benefits if they 
collaborate with different exporters. Based on this we can conclude that -although the 
certification schemes’ business models differ in theory- we cannot recognize these 
differences anymore when the schemes are implemented. 

4.2.2 Partnership constellations in the Indonesian coffee sector 

This observation however, does not imply that all differences between the schemes 
become nullified in practice. Focusing on the apparent important role of exporters, as 
explained above, we observe significant differences in the institutionalized 

                                                                 
3Based on observations in Aceh, Lampung, Central Java, and South Sulawesi during different 
rounds of fieldwork in the period 2014- 2016 
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arrangements underlying collaborations among exporters, farmers and certification 
schemes (i.e. the partnership constellations). We can distinguish between export 
companies collaborating in a vertical (i.e. global) network and a horizontal (i.e. local) 
network, and between exporters embedded in a conventional or certified setting. This 
distinction results in three partnerships constellations that we can recognize in the 
Indonesian coffee sector and where coffee farmers can be part of (see Table 4.1). 

Table 4.1 
Partnership Constellations in the Indonesian coffee sector 

 
Global 

CertifiedPartnership 
Constellation (GCPC) 

Local 
CertifiedPartnership 

Constellation 
(LCPC) 

Local 
ConventionalPartnership 

Constellation (LCoPC) 

Collaborative focus of 
exporter 

Global/ Multinational  Local  Local  

Certification status Certified Certified Conventional 
Training, technical 
assistance & capacity 
building 

Available Available Not Available 

Frequency of Trainings 3-12 times per year 1-2 times per year Not Available 
Partner (e.g. NGO) Available Not Available Not Available 
Funding for training 
and assistance 

Partly funded by 
certificate holder 

Fully funded by 
certificate holder 

Not Available 

Example of schemes 
CAFÉ Practices, 
Organic, Rainforest 
Alliance, 4C*) 

Fairtrade, Organic, 
Rainforest Alliance, 
4C*) 

X 

* As consumer demand is high for some schemes (e.g. Organic, Rainforest Alliance and 4C) we find several 
(types of) exporters willing to collaborate with these schemes.  
 
The first group of farmers, those in Global certified partnership constellations, 
collaborate indirectly and mostly via traders with multi-national export companies that 
operate globally (i.e. in more than one country) and hold coffee certificates. These 
companies work with other parties such as NGOs and donors to help farmers achieving 
certification. Training and technical assistance arepartlyfunded by the export 
companies themselves, with additional funding from other parties, such as NGOs and 
donors (e.g. Neumann KaffeeGruppe, Efico Foundation, USAID, Volcafe, ECOM, Kraft, 
Mondelez) who are involved in the partnership constellation. Second, farmers in local 
certified partnership constellations collaborate with local export companies holding 
coffee certificates. These exporters do provide training, be it on a less regular basis 
compared to the global certified exporters. The local exporters are responsible for 
providing technical assistance and support to the farmers, and for implementing more 
sustainable farm management practices. They do not receive support from other 
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parties. Local exporters are mainly Indonesian and limit their working area to (specific 
parts of) Indonesia. Third, farmers in local conventional partnership constellations 
work together with local export companies that do not hold a certificate. These 
exporters function as customers who purchase coffee from the farmers after every 
coffee harvesting period. They neither provide technical assistance nor trainings or 
capacity building to farmers. Therefore, the only collaborative arrangement between 
these exporters and the farmers is shaped in terms of coffee trade.  

In this paper we hypothesize that the type of partnership constellation is an important 
structural factor influencing the economic performance of smallholder farmers. This 
implies that the different ways in which the export companies operate, have effects on 
the economic performance of smallholders. 

4.3 Methods 

To calculate and analyze differences in economic performance, we developed semi-
closed questionnaires forcoffeesmallholders in four regions, spread over two 
important coffee producing areas in Indonesia: Central Aceh, which mainly produces 
Arabica Coffee and Lampung, which is central to the Robusta production. The survey 
was conducted in August 2016 and started with the selection of six export companies; 
one for every partnership constellation in Lampung (so, three in total), and one for 
every partnership constellation in Aceh (again three). However, to prevent our data 
from being biased by the region in which the exporter is located (rather than the 
partnership constellation the farmers and exporters are part of), we decided to contact 
one local conventional exporter in the same region as the local certified exporter, and 
one in the same region as the globally certified exporter (so, in total 2 local 
conventional exporters in both regions). This allows us to compare the economic 
performance of local certified with global certified constellations, and to compare local 
certified with local conventional constellations, while preventing bias caused by 
geographical location (see table 4.2). After the data collection and analysis, we 
conducted an Anova-test that revealed no statistically significant differences in the 
economic performance of farmers collaborating in the local conventional partnership 
constellations in Aceh (exporter E and F in table 4.2)4 or in Lampung (exporter G and H 

                                                                 
4The following variables were used as determinants of economic performance: Coffee area (p-value=0.744); 
total coffee production (p-value=0.587); productivity (p-value=0.508); coffee trees (p-value=0.158); coffee 
price (p-value=0.501); coffee revenue (p-value=0.469); lead times (p-value=0.234) – P-values refer to the 
significance of differences between exporter E and F.  
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in table 4.2)5. Therefore, and to guarantee similar sample sizes across the regions, we 
neglected farmers collaborating with exporter F and H in our further analyses.  

This implies that for every exporter, 40 farmers participated in our study. The selection 
criterion for including farmers in our study was that these farmers either receive 
training from the exporter (in the case of the global certified and local certified 
exporters), or deliver their coffee to the exporter on a regular basis (in the case of local 
conventional exporters). In addition to the semi-closed questionnaire, we interviewed 
22 respondents, including certifiers, researchers, agronomists, farmers, and employees 
from export companies, NGOs, and cooperatives. The reason to conduct interviews 
was our desire to explain why differences in partnership constellations may (or may 
not) impact farmers’ economic performance. Some respondents required privacy and 
did not give us permission to refer to the exporter they collaborate with in any form of 
publication. Therefore we cannot mention the exporters by name in table 4.26. Table 
4.2 shows total sample sizes (column three and five) for the different Partnership 
Constellations in the Indonesian coffee sector.  

Table 4.2 
Total Sample Sizes 

Partnership Constellation 
 

(1) 

Arabica (Central Aceh) Robusta (West Lampung) 

Exporter and 
location 

(2) 

Number of 
farmers 

(3) 

Exporter and 
location 

(4) 

Number of 
farmers 

(5) 
Global Certified  Exporter A 

Takengon 
40 Exporter B 

Way Tenong 
40 

Local Certified  Exporter C 
Benermeriah 

40 Exporter D 
Ranau 

40 

Local Conventional  

Exporter E 
Takengon 

40 Exporter G 
Way Tenong 

40 

Exporter F 
Benermeriah 

40 Exporter  H 
Ranau 

40 

* The farmers belonging to exporter F and H were neglected after the ANOVA test did not reveal significant 
differences in the economic performance of farmers from exporter E and F, and exporter G and H.   

4.3.3 Operationalization of economic performance 

The semi-closed questionnaires covered variables that were used to operationalize the 
concept of economic performance. Literature provides different ways to operationalize 

                                                                 
5Farmers collaborating with company G and H (e.g. coffee area (p-value=0.618); total coffee production (p-
value=0.760); productivity (p-value=0.170); coffee trees (p-value=0.922); coffee price (p-value=0.452); coffee 
revenue (p-value=0.363); lead times (p-value=0.257). 
6Upon request and after signing a privacy statement, we can provide  the exporters’ names 
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the concept of economic performance, including (combinations of) coffee area (CIDIN, 
2014; Beuchelt et al., 2011; Verkaart, 2008), total coffee production (Beuchelt et al., 
2011), productivity in kg/ hectare (CIDIN, 2014; Verkaart, 2008), the number of coffee 
trees (CIDIN, 2014; Verkaart, 2008), coffee prices per kilo (CIDIN, 2014; Verkaart, 2008; 
Bacon, 2005), coffee revenues (Beuchelt et al., 2011), production cost (Beuchelt et al., 
2011), and profit (Beuchelt et al., 2011). Alternative approaches suggest measuring 
economic performance by looking at efficiency (costs, profits and lead times) and equity 
(marketing- and profit margins) (Nzima, Joseph, & Bonnet, 2014; Shumeta et. al, 2012).  

From the above-mentioned variables, not all indicators are applicable to, or 
measurable for, smallholders. Profit, being measured as selling prices minus buying 
prices, for example, cannot be properly measured for farmers given difficulties in 
comparing seedlings to coffee beans, and the fact that the seedlings are often 
extracted from existing coffee shrubs, and not bought on the market. Next, given the 
lack of administering all details of their production, it is hard to determine the 
investment costs of smallholders in a reliable way.  Therefore, in this paper we 
operationalize and decompose the concept of economic performance by looking at the 
total coffee area (in hectares), the total coffee production (in kg/ year), the 
productivity (kg per hectare), the total number of coffee trees, coffee prices per kilo, 
value of the total coffee production, and lead times (number of days between picking 
the coffee beans and delivering the beans to the exporters). For all variables, except 
lead times, higher numbers indicate better economic performance.  

4.3.4 Data analysis 

In the data analysis, we followed a step-wise approach. For the first part of the 
research question on how and to what extent farmers participating in different 
partnership constellations differ in their economic performance, we used a post 
hocmultiple comparison Anova-test across the different partnership constellations (as 
the independent variables) and the indicators for economic performance (as 
dependent variables). More specifically, we used Turkey’s HSD test that calculates 
critical values to evaluate whether differences among means are significant. All pairs of 
means across the partnership constellations are compared, and if the p-value is less 
than (or equal to) 0.05, and then the difference can be considered significant. 

Given the different characteristics of Robusta and Arabica coffee (Dias and Benassi, 
2015; Nascimento et al., 2015), we present the results for Arabica and Robusta farmers 
separately if we find significant differences. 
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For the second part of the research question, we employed a regression analysis (see 
Table 4.3) to determine the strength in which the partnership constellations contribute 
to economic performance. The coefficient of the independent variable (partnership 
constellation) expresses the strength and direction (i.e. positive of negative) of a 
relationship between partnership constellations and economic performance (being the 
dependent variable).  

Table 4.3 
Selected variables in the model estimation (regression analysis) to determine the 

economic performance of coffee smallholders 
Variable 

Dependent (D) 
Independent (I) 

Unit of measurement 

Coffee Area (D) Hectare 
Total coffee production (D)  Kg / year 
Productivity (D) Kg / Hectare 
Coffee trees (D) Trees 
Coffee price (D) Rupiah / Kg 
Coffee Revenue (D) Rupiah 
Lead times (D) Number of days 

Partnership constellation (I) 
1=Global certified 
2=Local certified 
3= Local conventional 

 

4.4 Results 

4.4.5 Partnership constellations and smallholders’ economic performance 

The results reveal that we cannot find significant differences in the economic 
performance based on the different partnership constellations for all variables 
underlying economic performance. Farmers belonging to different partnership 
constellations do not differ in their plantations’ area and the number of coffee trees 
they grow.  As such, we can therefore not conclude that partnership constellations 
univocally and clearly impact the economic performance of farmers. However, we do 
find clear and significant differences among the partnership constellations with 
regards to the total coffee production, the coffee productivity, coffee prices, coffee 
revenues and lead times. More detailed, we find that farmers participating in global 
certified partnership constellations achieve better scores compared to farmers 
participating in local certified and local conventional partnership constellations, except 
for the variable on coffee prices. Regarding coffee prices, we see that the two certified 
constellations score significantly better than the conventional constellation; there are 
no differences between the global- and local certified partnership constellation (see 
table 4.4).  
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Although we identified significant differences between Robusta farmers and Arabica 
farmers, we cannot distinguish clear patterns regarding economic performance based 
on the type of coffee bean the farmers grow. Robusta farmers namely tend to score 
better/ higher in terms of coffee area, production, productivity and the number of 
coffee trees, whereas Arabica farmers receive significantly higher coffee prices and 
revenues. If we look at the partnership constellations the Robusta and Arabica farmers 
are part of, we see the same patterns as described above: farmers participating in 
global certified partnership constellations score better than farmers in local certified, 
and local conventional constellations (see Appendix 5 and Appendix 6 for more 
information). 

Table 4.4 
Ranking in economic performance resulting from participation in 

different Partnership Constellations 

Variable Robusta Arabica 

Coffee Area (hectare) No significant difference No significant difference 

Total coffee production 
(kg/ year) 

GCPC 
LCPC and LCOPC 

GCPC 
LCPC and LCOPC 

Productivity (kg / per 
hectare) 

GCPC 
LCPC and LCOPC 

GCPC 
LCPC and LCOPC 

Coffee trees (trees) No significant difference No significant difference 

Coffee prices (Rp/kg) GCPC and LCPC 
LCOPC 

GCPC and LCPC 
LCOPC 

Coffee Revenue (Rp) GCPC 
LCPC and LCOPC 

GCPC 
LCPC and LCOPC 

Lead times (days) 
GCPC 
LCPC 
LCOPC 

GCPC 
LCPC 
LCOPC 

GCPC: Global Certified Partnership Constellations; LCPC: Local Certified Partnership Constellations; LCOPC: 
Local Conventional Partnership Constellations 

 

The above described patterns, in which farmers participating in global certified 
partnership constellations score better on economic performance than farmers 
participating in respectively local certified, and local conventional partnership 
constellations, can be explained by plantation management guidelines, the regularity 
of trainings, standardization of prices and the number of actors involved in certified 
and conventional value chains. Regarding the plantation management guidelines, most 
Indonesian coffee plantations are rather similar in size, and most farmers use 
standardized cultivation guides prescribing how and where to plant coffee trees. This 
may explain why farmers in different partnership constellations do not significantly 
differ in their coffee area and the number of trees they possess.  
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The relatively high total coffee production and productivity from farmers in global 
certified partnership constellations can, according to the respondents in our 
interviews, be explained by regular and reoccurring services and training in good 
agricultural practices the farmers in these constellations receive. Regularity seems to 
be key here and crucial for the farmers to internalize the content of the trainings into 
their daily practices. The interviews revealed that trainings provided in the local 
certified partnership constellations were considered to be too infrequent to be able to 
induce change. Regarding service provision, respondents mainly referred to the 
relatively easy provision of credits to explain the higher economic performance of 
farmers in global certified partnership constellations.  

As the price for certified coffee has been internationally standardized, it is no surprise 
that we could not find differences in coffee prices between farmers participating in 
global- and local certified partnership constellations. Based on earlier research (Sri 
Astuti et al., 2015) we may further conclude that the quality of certified coffee beans is 
generally better compared to conventional coffee beans, explaining the relatively lower 
prices for conventional coffee. However, because farmers in local certified partnership 
constellations have a significant lower production and productivity than their global 
certified counterparts, we do not see that the higher prices for certified coffee 
necessarily pay off in higher revenues for farmers in local certified partnership 
constellations. Their revenue is significantly lower than for farmers in global certified 
partnership constellations and even similar to farmers in local conventional 
constellations. Being able to increase production and productivity, which seems 
prerogative to farmers in global certified partnership constellations, appears to be 
crucial to explain differences in revenues between the farmers in global partnership 
constellations and farmers in local partnership constellations. Finally, we see that 
farmers participating in certified partnership constellations (both global and local) have 
shorter lead times than farmers in conventional constellations. This can be explained by 
the larger number of actors involved in conventional value chains (i.e. with the inclusion 
of middlemen), and enhanced organizational skills of the certified actors. 

We conclude that regular training and easy access to services such as credits seem to 
be more important in explaining differences in economic performance than 
certification itself. The provision of trainings is enabled through the availability of 
knowledgeable staff members and financial resources. Given the institutional set-up, 
the availability of partners and the presence of funds for training, global certified 
partnership constellations seem to be best suited to provide farmers with trainings and 
services. Improvements in production and productivity are further important to 
explain differences in revenues. 
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4.4.6 Intensity of differences in economic performance based on partnership 
constellations 

Taking a closer look at the revealed patterns, and differences in economic 
performance resulting from it, we see that farmers participating in different 
partnerships constellations do not only significantly, but also substantially, differ in 
their economic performance (see table 4.5 and 4.6). For the annual production in 
kilograms, we see that the type of partnership constellation the farmer participates in, 
may lead to an average loss or increase in coffee production between 331 kg/ year 
(LCPC versus GCPC for Arabica) and 967.9kg/year (the difference between GCPC and 
LCOPC for Robusta). The latter corresponds to an increase of almost 78%, which can be 
considered substantial.  

Equally substantial (72%) are the differences in means for productivity; 688.6kg/ 
hectare if we compare LCOPC in the Robusta sector with GCPC. In the Arabica sector, 
the difference between productivity of GCPC and LCOPC equals 423.2 kg/ hectare 
(almost 78%). Price differences on a per kilogram basis are larger among the 
partnership constellations in the Arabica sector than the Robusta sector and vary from 
2,036 Rupiah (difference between LCOPC and GCPC for Robusta) and 6,000 Rupiah 
(LCOPC versus GCPC in Arabica). Overall, differences in constellation-membership lead 
to relatively smaller differences in prices per kilogram (around 12%) compared to the 
previously discussed variables of production and productivity. Larger differences again 
exist if we look at the annual coffee revenues. The partnership constellation a farmer 
participates in, may lead to differences in revenues varying from 9.005.825 Rupiah 
(LCOPC versus LCPC in Arabica) to 27.870.400 Rupiah (LCOPC versus GCPC also in 
Arabica). The latter increase corresponds to a 94% increase in coffee revenues. In 
Robusta, the difference in revenues between farmers participating in LCOPC and GCPC 
equals 99.7%, which implies that Robusta farmers participating in GCPC almost have 
the double amount of revenues compared to farmers participating in LCPC. Lead times 
can also be more than doubled depending on the farmer’s partnership constellation. 
Both in the Robusta and Arabica chain, we find average differences of (almost) 18 days 
between the lead times of coffee beans from farmers in LCOPC and GCPC. 
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Table 4.5 
Differences in means for Robusta farmers in different partnership constellations 

Dependent Variable Mean 
Difference 

(I-J) 

Std. Error Sig. 

Variable Partnership 
Constellation 

Mean Partnership 
Constellation 

Total coffee 
production 
(kg/ year) 

Global certified 2212 Local certified 689.22* 280.13 **0.040 

Local conventional 967.90* 280.13 **0.002 

Local certified 1523 Global certified -689.22* 280.13 **0.040 

Local conventional 278.67 280.13 0.582 

Local 
conventional 

1244 Global certified -967.90* 280.13 **0.002 

Local certified -278.67 280.13 0.582 

Productivity 
(kg/ hectare) 

Global certified 1646 Local certified 494.23* 138.39 **0.001 

Local conventional 688.64* 138.39 **0.000 

Local certified 1152 Global certified -494.23.* 138,39 **0.001 

Local conventional 194.40. 138.39 0.342 

Local 
conventional 

957 Global certified -688.64* 138.39 **0.000 

Local certified -194.40 138.39 0.342 

Coffee price 
(Rp/ kg) 

Global certified 21218 Local certified 375.00 258.46 0.318 

Local conventional 2036.25* 258.46 **0.000 

Local certified 20843 Global certified -375.00. 258.46 0.318 

Local conventional 1661.25.* 258.46 **0.000 

Local 
conventional 

19181 Global certified -2036.25.* 258.46 **0.000 

Local certified -1661.25.* 258.46 **0.000 

Coffee 
revenue (Rp) 

Global certified 47669750 Local certified 15917000.00.* 5989641.53 **0.024 

Local conventional 23795750.00.* 5989641.53 **0.000 

Local certified 31752750 Global certified -15917000.0* 5989641.53 **0.024 

Local conventional 7878750.00 5989641.53 0.389 

Local 
conventional 

23874000 Global certified -23795750.0* 5989641.53 **0.000 

Local certified -7878750.00 5989641.,53 0.389 

Lead times 
(days) 

Global certified 15 Local certified -5.47* 0.47 **0.000 

Local conventional -18.55* 0.47 **0.000 

Local certified 20 Global certified 5.47* 0.47 **0.000 

Local conventional -13.07* 0.47 **0.000 

Local 
conventional 

33 Global certified 18.55* 0.47 **0.000 

Local certified 13.07* 0.47 **0.000 

**Significant p <0.05 

 

  



Chapter 4 

78 

Table 4.6 
Differences in means for Arabica farmers in different partnership constellations 

Dependent Variable 

Mean Difference Sig. 
Variable 

Partnership 
Constellation 

Mean 
Compared to 
Partnership 

Constellation 

Total coffee 
production 
(kg/ year) 

Global certified 1040 
Localcertified 331.03* ***0.000 

Localconventional 438.25* ***0.000 

Local certified 708 
Global certified -331.035* ***0.000 

Localconventional 107.235 0.385 

Local 
conventional 

601 
Global certified -438.25* ***0.000 

Localcertified -107.23 0.385 

Productivity 
(kg/ hectare) 

Global certified 968 
Localcertified 285.32* ***0.000 

Localconventional 423.24* ***0.000 

Localcertified 683 
Global certified -285.32* ***0.000 

Localconventional 137.92 0.149 

Local 
conventional 

545 
Global certified -423.24* ***0.000 

Localcertified -137.92 0.149 

Coffee price 
(Rp/ kg) 

Global certified 54975 
Localcertified 375.00 0.742 

Localconventional 6000.00* ***0.000 

Local certified 54600 
Global certified -375.00 0.742 

Localconventional 5625.00* ***0.000 

Local 
conventional 

48975 
Global certified -6000.00* ***0.000 

Localcertified -5625.00* ***0.000 

Coffee 
revenue (Rp) 

Global certified 57422650 
Localcertified 18864575.00* ***0.000 

Localconventional 27870400.00* ***0.000 

Local certified 38558075 
Global certified -18864575.00* ***0.000 

Localconventional 9005825.00 **0.012 

Local 
conventional 

29552250 
Global certified -27870400.00* ***0.000 

Localcertified -9005825.00 **0.012 

Lead times 
(days) 

Global certified 15 
Localcertified -6.50* ***0.000 

Localconventional -17.50* ***0.000 

Local certified 21 
Global certified 6.50* ***0.000 

Localconventional -11.00* ***0.000 

Local 
conventional 

32 
Global certified 17.50* ***0.000 

Localcertified 11.00* ***0.000 

***Significant p <0.01 
**Significant p <0.05 
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4.5 Discussion 

Based on these results, we can conclude that differences in averages are, for most 
variables underlying economic performance, substantial. The partnership constellation 
the farmer participates in, therefore substantially affects the farmers’ economic 
performance. If we compare these results to earlier research on the effects of 
certification on economic performance, stating that certification leads to significant 
differences in economic performance although the differences are rather small (see 
Astuti et al., 2015) we can conclude that partnership constellations seem to play a 
more substantial role in leading to variation in economic performance than 
certification alone.  

Table 4.7 furthermore shows that the mean differences resulting from participation in 
different partnership constellations, as discussed above, do not necessarily imply that 
partnership constellations are the single most important reason behind explaining 
these differences. We can however say that partnership constellations explain most 
variation in lead times (i.e. 94%). Also the variation in coffee prices can relatively well 
be explained by farmers’ membership in different partnership constellations (58% for 
Robusta and 69% for Arabica), followed by the variation in production (30% and 44% 
respectively), productivity (42% and 32%), and revenues (34% and 50%). This implies 
that there are other factors that play a role in explaining differences in economic 
performance. More research is needed to reveal these factors, but the respondents in 
our study suggested further considering the effects of government policies, weather 
variation, fluctuations in market supply and demand, variation in costs for inputs (e.g. 
working capital), farmers’ entrepreneurial skills, and the use of technological 
innovation. 
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Table 4.7 
Partnership Constellations Influence Economic Performance 

Dependent Variable  
of Robusta Coffee 

(Constant) Partnership 
Constellation 

F Sig. R 

Coefficient Sig. Coefficient Sig. 

coffee area  1.58 **0.00 0.092 0.361 0.84 0.361b 0.084a 

total coffee production 2627 **0.00 484 **0.001 11.97 **0.001b 0.303a 

Productivity 1940 **0.00 344 **0.000 24.64 **0.000b 0.416a 

coffee trees 2995 **0.00 206 0.307 1.05 0.307b 0.097a 

coffee prices 22450 **0.00 1018 **0.000 58.47 **0.000b 0.576a 

coffee revenues 58227917 **0.00 11897875 **0.000 15.84 **0.000b 0.344a 

lead times 4 **0.00 9 **0.000 889,06 **0.000b 0.940a 

Dependent Variable  
of Arabica Coffee 

(Constant) 
Partnership 

Constellation F Sig. R 
Coefficient Sig. Coefficient Sig. 

coffee area  1.41 **0.00 0.081 0.318 1.00 0.318b 0.092a 

total coffee production 1221 **0.00 219 **0.000 28.89 **0.000b 0.444a 

Productivity 1017 **0.00 143 **0.000 13.08 **0.000b 0.316a 

coffee trees 2174 **0.00 250 0.091 2.91 **0.091b 0.165a 

coffee prices 58850 **0.00 3000 **0.000 107.78 **0.000b 0.691a 

coffee revenues 69714725 **0.00 13935200 **0.000 38.80 **0.000b 0.497a 

lead times 5 **0.00 9 **0.000 933.63 **0.000b 0.942a 

**Significant p <0.05 

 

Given the counterfactual relation between certification and partnership constellations, 
we cannot further distinguish between the independent effects of certification and 
partnership constellations; certification is not fully independent from partnership 
constellations. However, and based on previous research, we can conclude that only 
looking at certification as an underlying reason for differences in economic 
performance seems to be too short-sighted. The isolated effects of certification seem 
to be positive, but extremely small at best (also see Astuti et al., 2015). Partnership 
constellations and the institutionalized differences among them (translating in 
differences in the provision of trainings and support) seem to play a more important 
role in explaining differences in economic performance than certification alone.      

4.6 Conclusion  

This study contributes to literature on sustainability standards and impacts of these 
standards on the economic performance of Indonesian coffee smallholders. Instead of 
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measuring the direct impact of certification on economic performance, we analyze its 
impact through thepotentially mediating factor of partnership constellations. We 
compare the economic performance of three groups of coffee smallholders 
participating in three different partnership constellations; global certified 
constellations, local certified constellations and local conventional constellations. 
Generally, we find that farmers participating in global certified partnership 
constellations score better on economic performance than farmers in local partnership 
constellations (both certified and conventional). For coffee prices and lead times, we 
also identify a better performance of the farmers in local certified partnership 
constellations compared to farmers in local conventional constellations.  

The availability of enough financial resources and manpower to provide regular 
trainings and services seems to be crucial in explaining the relative good economic 
performance of farmers in global certified partnership constellations. Regular trainings 
seem to enable farmers to internalize new information and skills into their daily 
practices. Subsequently, we see that these farmers have a significantly higher 
production and productivity, leading to higher revenues. Given their financial situation, 
it is much harder for local exporters to offer similar trainings in terms of intensity and 
content. Of course, there may be different ways, beyond certification and beyond 
exporters, to organize regular trainings for farmers. For example, via public extension 
services that may be able, and suited, to provide (training) services. This would 
however ask for a priority shift within the Indonesian public extension system from 
astrong focus onfood crops, in particular paddy and rice, towards a more balanced 
focus on also cash crops, such as coffee. Global partnership constellations also score 
better on economic performance because they provide better access to credit facilities 
and external funds to the farmers. These facilities include loans in cash, but also in kind 
(e.g. fertilizers farming equipment, coffee seedlings, and shade-tree nurseries). By 
expanding their credit, farmers seem to be able to intensify their coffee production 
and productivity. This reinforces the earlier described effects on productivity resulting 
from the internalization of Good Agricultural Practices.Currently, global exporters and 
banks develop special financing schemes for farmers, as most farmers are individually 
unable to provide guarantees to banks, which is a requirement to receive credit. The 
financing schemes are structured as group-based credits wherein banks finance 
individuals through farmer groups, to reduce the risk of non-payment. Global 
exporters subsequently assure that farmers use these credits to intensify coffee 
production, which also allows the farmers to make more profit and repay the loans. 
Here again, we see that the mechanism, through which improved economic 
performance can be explained and achieved, is not prerogative to certification. This 
reinforces our conclusion that certification alone is not enough to explain variation in 
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economic performance, and that certification as a stand-alone strategy is only 
responsible for a small part of farmers’ enhanced economic performance.  

Further, we have seen that coffee certification not necessarily results in a significant 
higher economic performance of smallholders. In terms of coffee production and 
productivity for example, we could not identify significant differences between local 
certified partnership constellations and local conventional partnership constellations. 
Again, training and the provision of credits seem to be more explanatory here. 

This study also revealed the important role of funding; if local exporters also had 
sufficient funding for the provision of services such as regular trainings, technical 
assistance, and credit, they may also succeed to improve the quantity and quality of 
the coffee production, and there with the revenues, of their farmer-members. 

By now it becomes clear that we have reasons to be critical about the intensity of the 
effects of certification on economic performance. However, we have to acknowledge 
that our operationalization and approach of economic performance fit into a micro-
economic perspective, where the farmers are put center-stage. A different approach 
would consist of adopting a more macro-economic perspective towards economic 
performance, for example through analyzing the effects of certification on indicators 
such as poverty alleviation, healthcare and education. Some Indonesian coffee 
producing areas are among the poorest regions in Indonesia. It may therefore be 
relevant to analyze differences in poverty levels among certified and uncertified coffee 
farmers in Indonesia. This suggestion will also contribute to existing impact studies in 
the field of certification.  
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5.1 Poverty in Indonesia  

Poverty has been defined in many different ways, but a commonly used definition 
refers to the condition of having an income below the so-called poverty line (Gordon 
et al., 2006; Makoka and Kaplan, 2005; Greeley, 1999). This poverty line indicates the 
minimum daily or annual income that people in a specific country or region need to 
live adequately (World BankInsitute, 2005). Living below the poverty line implies that 
people have insufficient income to meet their basic needs for food, safe drinking 
water, shelter, clothing, sanitation facilities, health, education, and information (Melio, 
2015; Gordon et al., 2006; Coudouel et al., 2002). The World Bank sets the global 
poverty line at an income of USD 1.90 (or less) a day. National poverty lines may 
deviate from this number, as they are generally corrected for the Purchasing Power 
Parity (i.e. the fact that the value of, and therewith the goods you can purchase for, 
USD 1.90 may differ per country). Richer countries therefore tend to have higher 
national poverty lines, whereas poorer countries have a lower national poverty line. In 
2016, the Indonesian poverty line equaled 85 USD cents a day (BPS-Statistics 
Indonesia, 2017b). 

Table 5.1 indicates the Indonesian poverty lines as from 2006. Although the poverty 
line increases every year, the relative number of Indonesians living below the poverty 
line, decreases every year (from 17.75% in 2006 to 10.70% in 2016). The poverty 
incidence is higher in rural areas (13.96% in 2016) than in urban areas (7.73% in 2016). 
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Table 5.1 
Poverty  lines (expenditure based) and the number of people living in poverty in 

Indonesiain urban and rural areas 

Year 
Number of Poor People (Million) Percentage of Poor People 

The Poverty line (Rp/ 
Capita/ month) 

Urban Rural 
Urban+ 
Rural Urban Rural 

Urban+ 
Rural Urban Rural 

2006 14.49 24.81 39.30 13.47 21.81 17.75 174290 130584 

2007 13.55 23.61 37.17 12.52 20.37 16.58 187942 145837 

2008 12.77 22.19 34.95 11.65 18.93 15.42 204896 161831 

2009 11.91 20.62 32.53 10.72 17.35 14.15 222123 179835 

2010 11.10 19.93 31.02 9.87 16.55 13.33 232989 192354 

2011 10.95 18.94 29.89 9.09 15.59 12.36 263594 223181 

2012 10.51 18.09 28.59 8.6 14.7 11.66 277382 240441 

2013 10.53 17.92 28.55 8.52 14.42 11.47 308825 275779 

2014 10.35 17.37 27.73 8.16 13.76 10.96 326853 295681 

2015 10.62 17.89 28.51 8.22 14.09 11.13 355378 333034 

2016 10.49 17.28 27.76 7.73 13.96 10.70 372114* 350420** 

Source: BPS-Statistics Indonesia, 2017 
* USD 27.56 ** USD 25.96  

 
If we look at the characteristics of poor households in Indonesia (see Table 5.2) we see 
that the main differences between poor and non-poor households exist with regards 
to education and their main source for income. 74.9 % of the poor households have no 
household member with higher education than elementary school, compared to 47.6% 
of the non-poor households. If we look at households in which at least one member 
has attended junior high school or more, these numbers represent 25.1% for poor 
households and 52.4% for non-poor households (BPS-Statistics Indonesia, 2017c). 
People with no, or a low level of education are more prone to poverty than people 
who received higher education. We also see that the majority of poor people gain their 
income through farming activities, whereas this only applies to one third of the non-
poor people (BPS-Statistics Indonesia, 2017c). Poverty can therefore be associated 
with, but not limited to, farming as the main source of income.  
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Table 5.2 
Characteristics of poor Indonesian Households (i.e. where the total average income of the 

household members falls below the poverty line) compared to non-poor households. 

Household Characteristics Poor Non-poor 

Average of household size  4,57 3.68 

Percentage of woman as householder  15.98 15.13 

Average age of householders (in years)  49.70 47.45 

Length of education (average in years) 5.49 8.27 

Education degree of the householders (%)   

a. Not finished from elementary school 37.81 19.83 

b. Elementary school 37.12 27.73 

c. Junior high school 13.13 16.10 

d. General high school 10.88 26.71 

e. University 1.06 9.63 

Main sources of household income (%)   

a. Notworking 13.13 12.11 

b. Farming 50.42 28.93 

c. Industry 6.53 9.88 

d. Others 29.92 49.08 

Source: BPS-Statistics Indonesia, 2017 (numbers based on 2016) 

 
If we look at Indonesian regions in which more than 10% of the people can be 
considered poor (i.e. where more than 10% of the people live below the poverty line), 
we see that 9 out of the 10 most important coffee producing regions can be 
considered poor (see Table 5.3). The only coffee producing region, in which less than 
10% of the people live below the poverty line, is West Sumatera (6.71%) (BPS-Statistics 
Indonesia, 2017a; Directorate General of Estate Crops, 2017). 
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Table 5.3 
A ranking of the most important coffee producing regions in Indonesia and the 

percentages of poor people in these regions. If the percentage exceeds 10%, the 
corresponding cell in the table is grey-shaded. 

No Province 
Production Number of Poor People 

Kg % Thousands  % 
1 South Sumatera 135251 21,32 1096,5 13,77 
2 Lampung 108983 17,18 1139,78 13,53 
3 North Sumatera 60310 9,51 1452,55 10,79 
4 Bengkulu 56227 8,86 325,6 17,16 
5 Aceh 49498 7,80 841,31 17,11 
6 West Sumatera 33428 5,27 376,51 6,71 
7 East Java 32278 5,09 4638,53 12,28 
8 South Sulawesi 30202 4,76 795,81 10,12 
9 Central Java 23622 3,72 4493,75 13,32 

10 East Nusa Tenggara  21468 3,38 1150,08 22,58 
11 West Java 17289 2,72 4168,11 9,57 
12 Bali 15288 2,41 174,94 5,25 
13 Jambi 13636 2,15 290,81 9,12 
14 West Sulawesi 6965 1,10 146,9 11,90 
15 West Nusa Tenggara 4835 0,76 786,58 16,54 
16 West Kalimantan 3970 0,63 390,32 8,44 
17 Central Sulawesi 3710 0,58 413,15 14,07 
18 North Sulawesi 3001 0,47 200,35 8,98 
19 Southeast Sulawesi 2989 0,47 327,29 13,74 
20 Riau  2342 0,37 501,59 8,82 
21 Banten 2169 0,34 657,74 5,75 
22 South Kalimantan 2037 0,32 184,16 4,72 
23 Papua 1823 0,29 914,87 28,40 
24 Gorontalo 968 0,15 203,69 18,16 
25 Maluku 446 0,07 331,79 19,36 
26 DI Yogyakarta 421 0,07 488,83 13,16 
27 North Maluku 376 0,06 76,4 6,22 
28 Central Kalimantan 362 0,06 137,46 5,91 
29 East Kalimantan 326 0,05 211,24 6,10 
30 West Papua 134 0,02 223,6 8,44 
31 North Kalimantan 119 0,02 47,03 6,32 
32 Kep. Bangka Belitung 3 0,00 71,07 4,83 
33 Kep. Riau 1 0,00 119,14 5,78 
34 DKI Jakarta 0 0,00 385,84 3,61 
  Total Indonesia 634477 100,00 27763,32 11,13 

Source: BPS-Statistics Indonesia (2017) and Directorate General of Estate Crops (2017)  
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Information based on poverty lines reveals the amount of people (relatively or 
absolutely) living below the poverty line. However, it doesn’t say anything about the 
intensity of poverty experienced by people living below the poverty line (Sen, 1981). 
More concretely, information resulting from the use of the poverty line does not 
specify the extent to which people fall below the poverty line, and whether they earn 1 
cent less than the poverty line or only earn half the amount expressed by the line. A 
concept that aims to provide more insight in the intensity of poverty is the poverty gap 
index (P1) (Sen, 1981), which expresses the gap between the income expressed by the 
poverty line, and the actual income, in a number between 0.01 (people earn a little bit 
below poverty-line levels) and 1 (people have no income at all, and therefore fall 
farbelow the poverty-line). Sometimes the poverty gap index is also expressed as a 
percentage between 0 and 100%. The Indonesian poverty gap index (P1) declined from 
0.0343 in 2006 to 0.0183 in 2017 (BPS-Statistics Indonesia, 2017d), indicating that the 
ratio between the average income of the poor and the poverty line becomes smaller. 

Although the poverty gap index provides more insights into the intensity of poverty in 
a country or region, it is often criticized for its focus on income as determinant for 
poverty (Bader et al., 2016; Melio, 2015). First, a high income is no guarantee for the 
ability to purchase goods or services to make an adequate living (for example if the 
income is used to repay debts). An expenditure (i.e. consumption-based) approach 
may give better insights in the farmers’ ability to make an adequate living. Second, and 
following the fact that many transactions take place in the informal sector, it is 
sometimes difficult for farmers to recall, and therewith measure, income. Third, an 
income approach neglects a household’s access to credits and savings, which may 
potentially help farmers to make an adequate living and escape poverty. Given these 
shortcomings, we suggest adopting an expenditure - rather than an income approach 
(see Maitra and Rao, 2015; Rao, 2006; Deaton, 2003; Milanovic, 2002).   

Another aspect of traditional measurements of poverty that receives a lot of critique, 
relates to the emphasis on monetary indicators (Bader et al., 2016; Fitoussi et al., 
2011; Stiglitzet al., 2010). Poverty does not only relate to insufficient income or 
expenditure (consumption), but also to insufficient outcomes with respect to health 
(nutrition), literacy and standards of living  (UNDP, 2016; Bader et al., 2016; Ravallion, 
2011; Fitoussi et al., 2010; Alkire and Foster, 2011; Alkire, 2007). This is relevant 
because farmers may not always be able to transform their income into goods and 
services such as access to drinking water, access to education, shelter, and electricity. 
Besides, different households have a different capacity to convert income to the 
fulfillment of needs (UNDP, 2015; Alkire and Foster, 2011; Alkire and Santos, 2010; 
Sen, 2001). Non-monetary poverty indicators are furthermore less sensitive to market 
fluctuations (Wang, 2016; Alkire and Santos, 2010; Alkire and Foster, 2011) and more 
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explicitly consider income as a means to achieve a certain goal, instead of being a goal 
in itself. Next, as is explained by Wang et al. (2016) and Alkire and Foster (2011) poor 
people themselves also tend to describe their experience of poverty as 
multidimensional (i.e. beyond only monetary terms) as they refer to their lack of 
education, empowerment and employment, or their poor health and housing 
conditions to describe their position of being poor.  

We hypothesize that coffee certification - given its objectives to enhance welfare, 
income and productivity- contributes to poverty alleviation among Indonesian 
smallholders. Based on this, we expect that certified smallholders score better on 
monetary and non-monetary measurements of poverty than their conventional (i.e. 
non-certified) counterparts.  

5.2 Methods 

In this section, we will first operationalize the concept of poverty, before turning to an 
explanation of our procedure to compare poverty levels among certified and 
conventional coffee farmers. In our operationalization, we combine a monetary 
expenditure approach with a non-monetary approach. Both approaches will reveal 
information on the number of respondents that can be considered poor, as well as on 
the intensity of poverty experienced by them. Table 5.4 provides an overview of the 
measurements used in both approaches.  

Table 5.4 
Two Approaches of Poverty Measurements 

 Monetary Expenditure Approach Non-Monetary Approach 

Quantity of poor people Relative number of Poor People 
i.e. people living below the poverty 
line 

Relative number of deprived 
People  

Intensity of poverty Poverty gap index Multidimensional Poverty Index 
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5.2.1 Monetary expenditure approach 

The earlier described expenditure-based poverty line is crucial in our methodological 
approach (also see Jena et al., 2012; Milanovic, 2002; Greeley, 1994) and indicates the 
minimum daily expenditures an individual should be able to make, to make an 
adequate living.  

This study focuses on poverty among Indonesian coffee farmers. The main species of 
coffee grown in Indonesia are Robusta, for which Lampung is an important producing 
area, and Arabica, for which Aceh is an important region. These regions were targeted 
for our study. To contact our respondents, we employed a multi-stage stratified 
random sampling strategy. This implies that we first asked permission from exporters 
to interview their farmers. Then, we contacted local agricultural extension officers 
affiliated to the earlier mentioned exporters to guide us to the locations where the 
certified farmers reside. For the conventional farmers, we interviewed farmers who 
live close to the certified farmers but are not affiliated to the (same) certified 
exporters. We selected 4 districts in Lampung and Aceh i.e. NosarBaru, Penosan Jaya, 
TapakMoge, and PayaPeluin Aceh, and FajarBulan, CiptaWaras, Sipatuhu, and 
SukaMajuin Lampung. These districts inhabit both certified and conventional farmers.  
A total of 320 respondents were involved in the research underlying this article, 
representing 1206 household members (see table 5.5).  

Table 5.5 
Sample Size 

 Robusta (Lampung) Arabica (Aceh) 
Total 

Certification Status Certified Conventional Certified Conventional 

Number of farmers 
involved 

80 80 80 80 Total number of 
farmer 
respondents: 320 

Total number of 
people in the farmers’ 
Households 

282 295 297 332 Total number of 
household 
members: 
1206 

 

A first step in the data collection was to measure the coffee farmers’ expenditure and 
compare their expenditure with the respective poverty line. The Indonesian Bureau of 
Statistics (2017) indicates a monthly poverty line of IDR 415,826 (USD 30.80) for Aceh 
and IDR 357,792 (USD 26.50) for Lampung. To measure the farmers’ expenditure we 
used the National Socio-Economic Survey (Susenas) questionnaire from the Indonesian 
Bureau of Statistics and adapted it to make it accessible to coffee farmers. The latter 
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implies that we did measure farmers’ expenditure on food, but we did not specify the 
food intake into carbohydrates, fat, protein or calories. The questionnaire was 
household-based which means that farmers were asked about the monthly 
consumption-based expenses of their household (in rupiah) on food and beverages 
(cereals, tubers, fish/shrimps/squid/ shells, meat, eggs/ milk, vegetables, legumes, 
fruits, oil/ coconut, beverages, spices, miscellaneous food items, prepared food/ 
beverages), non-food items (housing/ household facilities, cigarettes, goods/ services, 
clothing/ footwear/ headgear, durable goods, education, investments, transport, 
health) and other expenses (parties/ ceremonies, repaying debts, tax and insurances). 
The total sum of monthly expenses was subsequently multiplied by 12, and compared 
to the respective poverty lines multiplied by 12. To calculate the number of people 
(relative or absolute) living below the poverty line, we considered the household sizes 
of each respondent. If respondent A was –according to the procedure above- classified 
as poor (i.e. had an expenditure below the poverty line), and had another three 
members in his household, this accounted for 4 (3 household members plus the 
respondent him/herself) people living below the poverty line. The relative number of 
poor farmers is presented relative to the total number of respondents and their 
respective household members. Given the different conditions in which Robusta and 
Arabica coffee are grown, and given the different markets for which they are 
produced, we present our results separately for Arabica and Robusta farmers. 

The intensity of poverty was subsequently measured by calculating the so-called 
poverty gap index (P1) that measures the size of the gap between the poverty line and 
expenditure (Milanovic, 2002; Morduch and Graduate, 2002). Our calculation is based 
on a report from the World Bank (2005) and HaughtonandKhandker (2009) and written 
as: 

𝑃𝑃1 =
1
𝑁𝑁
�

𝐺𝐺𝑖𝑖
𝑧𝑧

𝑁𝑁

𝑖𝑖=1

 

Where   𝐺𝐺𝑖𝑖 = (𝑧𝑧 − 𝑦𝑦𝑖𝑖)𝐼𝐼(𝑦𝑦𝑖𝑖 < 𝑧𝑧). 

The formula first calculates the gap between the actual expenditure and the poverty 
line; this is what we call the poverty gap. If the gap is positive (i.e. if the expenditure is 
higher than the poverty line), the poverty gap is non-existent and therefore noted 
down as zero. Negative gaps (i.e. in cases where the expenditure lies below the 
poverty line) are divided by the poverty line, resulting in a number between zero and 
one, where (numbers closer to) 1 indicate extreme poverty on an individual level 
(Blackwood and Lynch, 1994; Haughton and Khandker, 2009). To subsequently say 
something about the average intensity of poverty in an area, the individual poverty 
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gaps are summed and divided by the total number of involved respondents (including 
the respective household members)(see Table 5.6). This results in the so-called poverty 
gap index. The higher the poverty gap index the more severe poverty.  

Table 5.6 
The Poverty Gap Index with a hypothetical example 

The poverty gap index, assuming a poverty line of 150 

  Expenditure of each individual Poverty Gap index 

Expenditure 125 135 175 175  

Poverty gap 25 15 0 0   

𝐺𝐺𝑖𝑖 𝑧𝑧�  
0,17 0,10   0,067 [=0.27/4] 

 

5.2.2 Non-Monetary approach 

To calculate poverty along the non-monetary approach, we follow the 
operationalization and calculation of poverty from the UNDP (2016). In their report, 
the UNDP uses a so-called multidimensional poverty index (MPI) that identifies 
deprivations in education, health and standards of living. Deprivations in these 
domains are further decomposed in 10 indicators: two for health, two for education 
and six for living standards (see Table 5.7).  
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Table 5.7 
The three Main indicators for multidimensional poverty, including the sub-indicators 

(UNDP, 2016, technical Notes p.1-14)and a hypothetical example. If the indicator 
applies to the respondent, a score of 1 is given. If the indicator does not apply, a score 

of zero is provided. 

Indicator Household Weights 

1 2 3 4 

Household Size 4 7 5 4   

Education       

No household member has completed five years of 
schooling 

0 1 0 1 1/3 : 2 = 16.7% 

At least one school-age child (years 1to 8) is not 
attending school 

0 1 0 0 1/3 : 2 = 16.7% 

Health      
At least one household member is malnourished*  0 0 1 0 1/3 : 2 = 16.7% 

One or more children have died within the 
five years prior to the survey 

1 1 0 1 1/3 : 2 = 16.7% 

Livingconditions      
No electricity 0 1 1 1 1/3 : 6 = 5.6% 

No access to clean drinking water 0 0 1 0 1/3 : 6 = 5.6% 

No access to adequate sanitation 0 1 1 0 1/3 : 6 = 5.6% 

House has dirt floor 0 0 0 0 1/3 : 6 = 5.6% 

Household uses "dirty"cooking fuel (dung, firewood 
or charcoal) 

1 1 1 1 1/3 : 6 = 5.6% 

Household has no car and owns at most one of 
bicycle, motorcycle, radio, refrigerator, telephone or 
television 

0 1 0 1 1/3 : 6 = 5.6% 

Results      
Household deprivation score, c (sum of each 
deprivation multiplied by its weight) 

22,20% 72,20% 38,90% 50,00%  

Is the household poor (c > 33.3%) ? No Yes Yes Yes  

Source: UNDP, 2016. Human Development Report 2016, Technical Notes p.1-14 
Note: 1 indicates deprivation in the indicator; 0 indicates non-deprivation 
*We measure weight (in kilograms) and height (in centimeters). We thereafter manually calculate BMI 
scores. Malnourishment is defined as a BMI <18.5 .For measuring malnutrition in children under 5 years, 
their weight and height were measured to assess their nutritional status. We then look atthresholds in 
WHO’s anthropometric table, which indicates children’s ideal weight at a given age. If their weight is lower 
than the ideal weight relatively to their age, it will be classified as malnourishment (see UNICEF, 2010; WHO, 
2008).  
 

Table 5.7 was used as a second part of our questionnaire (following the questions to 
measure expenditure). An indicator was scored as zero if the situation did not apply to 
(the household of) the respondents, whereas a score of 1 expresses that the indicator 
for deprivation applies. This implies that if a household has only one school-aged child 
who is not attending school, that each household member is considered deprived in 
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the school attendance indicator. Similarly, if someone is undernourished in a 
household, all household members are considered deprived in nutrition.  

After scoring whether a respondents’ household is deprived in each indicator, we weighted 
the deprivations. To this end we summed the weighted scores (last column table 5.7) for 
each respondent, resulting in a percentage between zero (not deprived at all) and 100 
(deprived in all dimensions). Following the UNDP, we define poverty as the situation in 
which people are deprived in at least one third of the indicators in table 5.7 (i.e. as from a 
total score of 33.3%). After this step, we know how many of the interviewed respondents 
(i.e. households) can be considered poor. However, as household sizes may differ, we 
calculated the number of poor people based on the actual household sizes. In the example 
above, the poor households exist of 7+5+4=16 people. To calculate the headcount poverty 
index, the summed total of deprived people is then divided by the total amount of 
household members represented in our study. The result indicates the relative number of 
people living in poor households. The intensity of deprivation is the average proportion of 
(weighted) deprivations experienced, calculated via the summed and weighted 
deprivations, multiplied with the number of household members, divided by the total 
number of people experiencing deprivation7. This results in a number between 0 and 1 
where a score of 1 indicates total deprivation in which every respondent is poor and 
deprived in every indicator8. These calculations were performed for the different regions 
(Aceh and Lampung) and for certified and conventional farmers separately. 
 

5.2.3 Analysis of differences between certified and conventional smallholders 

To assess the impact of certification on poverty alleviation we used several T-tests (see 
De Coster, 2006; Park, 2003). First, and based on the monetary approach, we tested 
whether certified farmers have a lower likelihood of ending up in poverty than 
conventional farmers. To that end, we used a dummy variable (0 indicating that the 
respondent has an expenditure below the poverty line; 1 indicates expenditure above 
the poverty line) and consider differences to be significant if the P-value is equal to, or 
below, 0.05. Next, we used an independent sample t-test to compare whether certified 
and conventional farmers differ significantly in their annual expenditure. The same 
comparison will also be done to compare monetary poverty levels between Robusta 
and Arabica farmers. 

                                                                 
7In the example: (72.2 * 7) + (38.9 * 5) + (50.0 *4) / 7+5+4 
8From the example in table 7, the headcount ratio (H) is 0.80 which means that 80% of the people can be 
considered  poor. They are deprived in least either one third of all  indicators.  The intensity index (A) is 
0.5625 which means that poor people are on average deprived in 56 percent of the weighted indicators.  
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In the non-monetary approach, we also used the independent sample t-test to assess 
whether certified and conventional farmers (and Robusta and Arabica farmers) 
statistically differ in their overall deprivation scores and scores on the individual MPI 
indicators (see Table 5.7). If the ρ-value is equal to, or less than 0.05, a difference can 
be considered significant (i.e. not attributable to coincidence).  

5.3 The Impact of Coffee Certification on Poverty Alleviation 

5.3.4 Poverty Rate and Gaps – Monetary Expenditure approach 

87 of our respondents (n=320) can be considered poor as their expenditure lies below 
the monetary poverty line. From these 87 respondents, 37 (i.e. 42.5%) are certified 
farmers and 50 (57.5%) are conventional. Farmers were already certified for 4 years. If 
we look at the respective household sizes of the farmer respondents, 331 household 
members can be considered poor; 40.5% of these members are part of a certified 
household, 59.5% of them are not (i.e. conventional). The average intensity of poverty 
experienced by the coffee farmers in Aceh and Lampung is 0.01, which can be 
considered very modest. Although quite some farmers seem to live in poverty, the 
intensity of their poverty is very shallow.  

From table 5.8, we see that certified farmers tend to live less often below the poverty 
line than conventional farmers (ρ-value = 0.000). The difference however, is rather 
small (0.094 on a 1-point dummy-scale). Differences in average expenditure are small 
as well, and not significantly different. Certification therefore, does not significantly 
affect expenditure, but certified farmers are less often poor compared to conventional 
farmers.  

Table 5.8 
Results from the independent t-test on the influence of certification on non-monetary 

poverty  

Variable Conventional Certified Sig. 

Poverty status (0=not poor; 1= poor)  0.294 0.200 0.000** 

Expenditure in Rupiah per year 30867613 31055381 0.943 

** significantρ<0.05 
 

If we now look at the species of coffee being grown by the farmers, we see that 
Robusta coffee farmers in Lampung are less frequently poor than Arabica farmers in 
Aceh. From the 87 poor respondents, 36   (41.4%) live in Lampung and 51 (58.6%) in 
Aceh. In terms of household members we see that 39,3% of the poor household 
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members live in Lampung (Robusta), compared to 60.7% in Aceh (Arabica). These 
general data are supported by the information in Table 10 that indicates that Robusta 
farmers from Lampung less often live below the poverty line than Arabica farmers 
from Aceh. The difference however, is again very small (0.056 on a 1-point scale). In 
terms of expenditure, we could not find significant differences between Arabica and 
Robusta farmers.  

Table 5.9 
Independent t-test analysis for Robusta and Arabica coffee production in relation to 

poverty 

Variable Robusta Arabica Sig. 

Poverty status (0=not poor; 1= poor)  0.219 0.275 0.020** 

Expenditure in Rupiah per year 29866338 32056656 0.136 

Source: Primary Data, 2016 
** significant ρ<0.05 

 
Non-Monetary Approach 

Following the non-monetary approach to poverty, 17 coffee farmers can be considered 
poor (i.e. deprived in at least 33.3% of the multidimensional poverty indicators). From 
the 17 poor respondents, 5 farmers (29.4%) are certified and 12 farmers (70.6%) 
conventional. Around 66 household members can be considered poor; 28.8% of these 
members are part of a certified household, 71.2% of them are conventional. The 
overall average deprivation score of certified farmers equals 7% and for conventional 
farmers 9%, This difference however, is not only small, but also   insignificant (ρ-value 
= 0.06, see Table 5.10). This implies that coffee farmers seem to be less deprived as the 
literature often seems to suggest. This conclusion is further strengthened by the low 
scores for the intensity of poverty: 0.015 for the poor certified farmers and 0.03 for the 
poor conventional farmers (see Table 10). Similar to the results from the monetary 
approach, we see that certified farmers are less likely to end up in deprivation 
compared to conventional farmers (p value 0.01). The difference however, is again 
very small (0.03 on a 1-point scale). 
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Table 5.10 
Results from the independent t-test on the effects of certification on deprivation  

  Conventional Certified Sig. 

Average deprivation score (%) 9 7 0.06 

Average intensity of poverty 0.03 0.015  

Average deprivation dummy score (0=not deprived / 1=deprived) 0.07 0.04 0.01** 

** significant ρ<0.05 

 

If we zoom-in on the individual indicators, we find significant differences between 
certified and conventional farmers for four indicators (i.e. years of schooling, school 
attendance, nutrition, and electricity). In all cases, the certified farmers score better 
(i.e. are less often deprived) than the conventional farmers. In most cases, the 
differences are very small again (see Table 5.11), except for nutrition for which the 
effect seems to be moderate (0.09 versus 0.17 on a 1-point scale). We could not 
observe differences in the quality or nutritional value of food being consumed by the 
certified and conventional farmers. A hypothetical explanation however, may be that 
certified farmers sometimes receive food from the certified exporters, whereas 
conventional farmers do not receive food from their exporters.  

Table 5.11 
Differences in deprivation (0= not deprived/ 1=deprived) between 

certified and conventional farmers 

MPI Indicators Conventional Certified Sig. 

Years of  Schooling 0.04 0.02 0.042** 

School Attendance 0.05 0.02 0.002** 

Nutrition 0.17 0.09 0.000** 

Child Mortality 0.03 0.04 0.200 

Electricity 0.01 0.00 0.045** 

Drinking Water 0.16 0.16 1.000 

Sanitation 0.17 0.18 0.768 

Floor 0.30 0.26 0.082 

Cooking Fuel 0.11 0.11 1.000 

Assets 0.03 0.04 0.240 

Source: Primary Data, 2016 
** significant ρ<0.05 
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From the deprived respondents, 47.1% are Robusta coffee farmers (Lampung) and 
52.9% Arabica farmers from Aceh. If we compare different levels of deprivation 
between Arabica and Robusta farmers statistically, we see that Robusta farmers 
generally seem to be less often deprived than Arabica farmers (see Table 5.12). For 
most indicators, the found differences are rather small (less than or equal to 0.1 on a 
1-point scale). For nutrition and drinking water however, the differences are more 
substantial and the pattern for these indicators is also reversed: the Arabica farmers 
seem to be less often deprived than the Robusta farmers. We can explain this through 
the types of plantations managed by the Arabica farmers (multi-cropping system) and 
the proximity of the plantations to the mountains. A multi-cropping system assures the 
availability of other food sources, whereas the proximity to the mountains enables 
access to clean water via pipelines.  

Table 5.12 
differences in deprivation (0= not deprived; 1 = deprived) 

between Arabica and Robusta farmers 

MPI Indicators Robusta Arabica Sig. 

Year Schooling 0.03 0.03 0.50 
School Attandence 0.02 0.05 0.002** 
Nutrition 0.25 0.01 0.000** 
Child Mortality 0.04 0.02 0.010** 
Electricity 0.00 0.01   0.045** 
Drinking Water 0.23 0.09 0.000** 
Sanitation 0.14 0.20 0.008** 
Floor 0.23 0.33 0.000** 
Cooking Fuel 0.13 0.10 0.158 
Assets 0.02 0.06 0.000** 

Source: Primary data, 2016 
** significant ρ<0.05 

 
Based on the results, we have to confirm our hypothesis, in which we stated that 
coffee certification - given its objectives to enhance welfare, income and productivity – 
contributes to poverty alleviation among Indonesian coffee smallholders. The 
contribution however, is extremely small. This raises questions on whether the same, 
minor benefits cannot be achieved differently in a way that poses fewer pressures on 
the farmers, for example via projects constructing sanitation facilities in villages.   

If we compare the results from the non-monetary approach with the results from the 
monetary approach (see Table 5.13), we see that the monetary approach results in 
(much) higher poverty numbers (i.e. 87 farmers representing 331 household members) 
than the non-monetary approach (17 farmers representing 66 household members). 
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This can be explained in two ways. First, because farmers being classified as poor in the 
monetary approach do not spend a lot of money, but the money they do spend, they 
spend it on important things (i.e. the indicators mentioned on the non-monetary 
approach). Second, we observed that Indonesian coffee farmers often do not have to 
pay (i.e. spend money) on indicators mentioned in the non-monetary approach. Given 
very strong social ties in Indonesian culture, it is common to help each other to gain 
access to water or sanitation. Sanitation facilities developed (and paid) by one village 
member are commonly made accessible for free to other village members. A non-
monetary based approach therefore seems to be more informative and applicable to 
the rural Indonesian culture than the monetary approach.  

Table 5.13 
Comparison of poverty rate among farmers’ groups 

Poverty in the 
monetary approach 

Total number poor farmers/ 
household members 

Certified Conventional 

87 farmers 37 42.5% 50 57.5% 
331 household members 134 40.5% 197 59.5% 
 Lampung Aceh 

36 41.4% 51 58.6% 
130 39.3% 201 60.7% 

Poverty in the Non-
Monetary approach 

Total number poor farmers/ 
household members 

Certified Conventional 

17 farmers 5 29.4% 12 71.2% 
66 household members 19 28.8% 47 71.2% 

 

Lampung Aceh 
8 47.1% 9 52.9% 
31 47.0% 35 53.0% 

 
5.4 Conclusion 

Coffee certification aims, among other things, to improve the economic performance 
of coffee producers. Research on the impact of coffee certification on micro-economic 
indicators, such as improved income, prices for coffee and yields, gives reasons to be 
skeptical about the role of certification in improving the economic performance of 
farmers. Differences in performance are extremely small at best. This paper aimed to 
analyze the effects of certification on a higher scale level, through investigating the 
effects of certification on macro-economic indicators for economic performance (i.e. 
poverty alleviation).  

This study shows that certified farmers are less frequently poor compared to 
conventional farmers but the differences are extremely small. The intensity of poverty 
experienced by the poor certified and conventional farmers does not differ 
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significantly. Certification’s underlying idea that improvements for farmers can be 
brought to them via market mechanisms does not seem to uphold for coffee farmers 
in Indonesia. Farmers remain to have a vulnerable position at the bottom of the value 
chain and their profit does not increase significantly. As certification does not seem to 
succeed to increase farmers’ profit, the farmers’ expenditure also does not increase, 
making investments to (further) escape poverty impossible.  

It may therefore be more meaningful to invest in improvements in non-monetary 
aspects than to focus on improvements in monetary aspects such as income, prices 
and profits. This follows our observation that farmers being classified as poor in the 
monetary approach are not necessarily poor in the non-monetary approach. This can 
partially be explained through thestrong social ties that play an important role among 
Indonesian coffee farmers and make the farmers very open to share facilities such as 
sanitation and drinking water. This implies that farmers may have access to facilities 
without spending money for it, and that the presence of one facility in a village may 
open up access to this facility for the entire village. This does not only imply that the 
non-monetary approach towards poverty is more explanatory in the Indonesian rural 
context, but also that the development of a single village-based drinking water well or 
sanitation facility is probably more meaningful in terms of poverty alleviation than 
certifying all farmers in that village. Certification should therefore not only focus on 
monetary benefits to improve economic performance, but also on non-monetary 
indicators (e.g.creating small projects such as sanitation facilities, electricity, public 
schools, and health clinics). Following our results, farmers are relatively more 
frequently deprived in nutrition, house floors and sanitation. These could be first 
leverage points for non-monetary or project-based initiatives to improve coffee 
farmers’ welfare. For nutrition, and following the fact that Arabica farmers are less 
often deprived in nutrition than Robusta farmers, we advise to help farmers to 
diversify their production to also include food crops.  

In this analysis we assessed the impact of coffee certification on poverty in Lampung 
(Robusta coffee) and Aceh (Arabica coffee). This comparison is still very general as we 
treated the different certification schemes as being comparable. However, in practice, 
different certification schemes tend to differ in their angle towards sustainability, 
focus, benefits provided to the farmers and specific goals. In a next study, we suggest 
looking at the implications of different certification schemes on poverty and poverty 
alleviation. We also suggest extending the focus of prospective studies to relative 
poverty. In this article we approached poverty as something that can be measured in 
absolute terms by looking at expenditure and indicators to live adequately. However, it 
is increasingly recognized that poverty and the way in which people experience 
poverty- covers more than an adequate way of living. Aspects that may be considered 
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as a luxury and not necessary to live adequately  (having a television, going on 
holidays, taking part in social activities, and being able to follow new fashion trends) 
are increasingly being used as benchmarks for relative poverty. Especially in Indonesia, 
as a country with large income differences across locations, and a decreasing number 
of people living in absolute poverty, a focus on relative poverty may become 
increasingly relevant. Further, it would be interesting to investigate the impact of 
certification on truly macro-economic indicators, such as GDP and GINI-coefficients. 
This however poses serious methodological challenges as it will be extremely difficult 
to filter the effects of certification from other ongoing processes (diversifying markets, 
globalization, political reforms, developments in coffee agriculture etcetera). 
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6.1 Introduction 

The prevailing assumption among Western consumers is that buying certified coffee 
contributes positively to the economic performance of Southern actors, particularly 
smallholder farmers. Previous studies also show that economic prospects are among 
the most important reasons for farmers to participate in certification. However, 
studies researching the impacts of certification on farmers’ livelihoods show conflicting 
and inconclusive results.  Some reveal that certification has a direct and positive 
impact on farmers’ income by guaranteeing minimum   prices and contributing to a 
higher coffee productivity. Others however, conclude that certification negatively 
affects coffee yields and production costs, and therewith-coffee revenues, whereas a 
third group of research concludes that certification has no significant impact on 
economic performance at all. With this dissertation we connect to this 
inconclusiveness, and aim to contribute to a better understanding of the influence of 
coffee certification on the economic performance of Indonesian smallholder farmers. 
We also analyse how economic rent is distributed among actors in the Indonesian 
coffee value chain and whether and why some actors benefit more than others.    

Previous studies mainly analysed the micro-economic effects of coffee certification in a 
direct way. In our study we also assess the role of potentially mediating factors. We 
consider coffee marketing channels as one of these factors because it is generally 
assumed that sustainability certifications may shorten the coffee chain, and therewith 
reduce transaction costs and market risks, improve market access, enhance knowledge 
of good agriculture practices, and improve farmers’ livelihood. We therefore argued 
that the type of channel may be an important structural factor influencing the 
performance (i.e. efficiency and equity) of the coffee production. We distinguished and 
investigated three types of coffee marketing channels; certified channels, conventional 
channels and mixed channels. With this distinction we explicitly acknowledge that 
certified and conventional channels and value chains are not to be treated as closed, 
independent systems. Relationships among actors across conventional and certified 
channels shape interdependencies and interlinkages across conventional and certified 
channels.  

Asa second potential mediating factor that may explain the effects of coffee 
certification on economic performance we suggested the business models underlying 
the different certification schemes. However, we observed that these differences fade 
away when the schemes become implemented in practice. The main reason is that 
most exporters hold different certificates and train all farmers at the same moment 
and in the same way for efficiency reasons. Therefore, we focused on a difference that 
remains prevalent in practice; different partnership constellations the smallholders 
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and exporters participate in: global certified constellations, local certified 
constellations and local conventional constellations.  

We further observed that existing studies mainly conceptualize economic performance 
in microeconomic terms. In this dissertation we did the same, but added a macro-
economic conceptualization of economic performance to that, and analysed the 
impact of certification on poverty alleviation. We thereby focused on both the 
incidence and intensity of poverty, and operationalized poverty inmonetary (i.e. 
expenditure-based) indicators and non-monetary indicators (e.g. education, health, 
and standards of living). 

This concluding chapter is organized into six sections. Sections 2 and 3 provide more 
details on the impact of coffee certification on economic performance in a direct way 
and in indirect way (i.e. by looking at the mediating role of marketing channels and 
partnership constellations). In section 4, we analyse the effects of coffee certification 
on monetary and non-monetary poverty. Section 5 presents a reflection and reviews 
some implications of the research in order to improve the economic performance of 
Indonesian coffee actors. Section 6 suggests future directions for research in this field.  

6.2 The unequal distribution of certification’s economic rent 

Coffee certification is claimed to ensure a more sustainable production that improves 
the economic performance of Southern actors. Chapter 2 shows that certified farmers 
receive higher prices per kilogram of coffee compared to conventional farmers. This 
difference is statistically significant, but rather small: certified Robusta farmers receive, 
on average, USD 0.03 per kilogram more than conventional farmers (P= 0.042), and 
certified Arabica farmers receive USD 0.19 more per kilogram (P= 0.000). These 
numbers correspond to 1.36% and 5.66% of the total economic rent from certification 
from producer (i.e. farmer) to exporter or roaster. This implies that the economic rent 
of certification is distributed unequally along the value chain. Roasters benefit most as 
they receive 95.46% (Robusta) and 83.66% (Arabica) of the total economic rent 
(retailers excluded). We also found that certified farmers receive higher coffee prices 
because they deliver higher quality coffee beans with relatively low moisture content, 
fewer physical defects, and larger-sized beans, compared to coffee produced by 
conventional farmers. Certification therefore benefits farmers financially, but the 
effect is very limited. 

6.3 The most efficient channels are not necessarily the most equitable ones 

As chapter 3 shows, we identified 42 coffee marketing channels, consisting of 17 
Robusta coffee channels and 25 Arabica coffee channels. Of the 42 channels, seven 
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channels can be classified as certified, which implies that these channels only cover the 
trade in certified coffee products. Nine can be classified as conventional channels with 
actors purely trading conventional coffee, and 26 mixed marketing channels could be 
identified, implying the penetration of certified coffee into the conventional market or 
the other way round. To analyse the economic performance of Indonesian coffee 
actors in these different channels, we selected the most dominant coffee channels 
based on the coffee volume flowing through the channels and the number of farmers 
involved. This selection resulted in ten dominant coffee channels (5 certified channels, 
2 conventional channels, 3 mixed channels). 

We found that the type of channel is an important structural factor influencing the 
performance (i.e. efficiency and equity) of the coffee production as we found 
significant differences in efficiency and equity among channels. Certified channels 
were found to be more efficient than conventional channels, but we could not 
determine significant differences in equity among certified, conventional or mixed 
channels. The most efficient channels are also not necessarily the most equitable 
channels. If we however look at channels performing well on both elements (i.e. 
efficiency and equity), there are no conventional channels involved. Certification 
therefore seems to increase the chances of a relative good economic performance, but 
does not offer any guarantees. 

We further see that profits and costs are significantly higher in channels with a 
domestic destination compared to channels for the international market. The domestic 
roasters however, also obtain the highest marketing margins and profit margins of all 
actors in all channels. This means that channels for the domestic market are not only 
rather efficient, but also rather unequitable. Moreover, lead times are significantly 
shorter in the certified channels compared to the conventional and mixed channels 
because fewer actors are involved in the certified channels.  

6.4 Partnership constellations and institutional factors play a role in economic 
performance 

As we have seen in chapter 4, farmers participating in global certified partnership 
constellations score better on most indicators of economic performance than farmers 
in local partnership constellations (certified or conventional). Taking a closer look at 
farmers participating in the local partnership constellations, we only find differences 
between certified and conventional partnerships in terms of coffee prices. Farmers in 
local certified partnership constellations receive higher coffee prices than farmers in 
local conventional partnerships. We hypothesize that benefits in terms of economic 
performance can be explained through the regular trainings provided to farmers in 



Conclusion and reflection 

107 

global certified partnership constellations. Regular trainings seem to help farmers to 
internalize knowledge and skills that subsequently help to increase the coffee 
productivity and – quality. Remarkably, the availability of adequate resources to 
provide regular training, technical assistance and easy access to creditis more 
important in explaining differences in economic performance than certification itself. 
We conclude that, in order to explain (improvements in) economic performance, we 
should not only look at certification per se, but also at the partnership constellations 
and institutional factors coffee actors are embedded in.  

6.5 Certification hardly contributes to poverty alleviation 

To answer how and to what extent certified and conventional Indonesian coffee 
smallholders differ in terms of poverty, we used a monetary and non-monetary 
approach. In terms of monetary aspects, chapter 5 shows that 11.6 % of the certified 
respondents and 15.6% of the conventional respondents can be considered poor as 
their expenditure lies below the regional, monetary poverty line. Although 27% of our 
coffee farmer respondents seem to live in poverty, the intensity of their poverty is 
rather low (with a poverty gap index of 0.01). Although certified farmers seem to live 
in poverty less often than conventional farmers, differences are very small and their 
expenditure does not significantly differ. There are also no differences in poverty 
incidence between Robusta farmers in Lampung and Arabica farmers in Aceh. From a 
monetary perspective, we can therefore conclude that certification does not seem to 
contribute to poverty alleviation.  

In the non-monetary perspective, we see that 1.6% of the certified farmers and 3.8% 
of the conventional farmers can be considered poor. Differences between certified and 
conventional farmers are again small and for most variables, not significant. If we 
zoom-in on the individual indicators, we find significant differences between certified 
and conventional farmers for four indicators (i.e. years of schooling, school 
attendance, nutrition, and electricity). In all cases, the certified farmers score better 
(i.e. are less often deprived) than the conventional farmers. In most cases, the 
differences are very small again, except for nutrition for which the effect seems to be 
moderate (0.09 versus 0.17 on a 1-point scale). A hypothetical explanation is that 
certified farmers sometimes receive food from the certified exporters, whereas 
conventional farmers do not receive food from their exporters. From a non-monetary 
perspective we can conclude that certification does contribute to poverty alleviation, 
but only to a small extent.  

A comparison between the results of the monetary and non-monetary approach 
towards poverty is interesting, particularly as the monetary poverty approach results 
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in higher poverty numbers (N=87) than the non-monetary poverty approach (N=17). 
Thisimplies that farmers being classified as poor in the monetary approach are not 
necessarily poor in the non-monetary approach and that expenditure below the 
poverty line does not automatically result in deprivation or a lack of access to facilities. 
This can be explained through strong social ties that play a crucial role among 
Indonesian coffee farmers and make the farmers very open to share facilities such as 
sanitation and drinking water. If one farmer in the village would invest in drinking 
water facilities for example, likely all farmers would benefit from this. To reduce 
poverty, we therefore suggest that certification should not only focus on monetary 
benefits, but also on non-monetary benefits by developing small projects for public 
facilities such as access points for drinking water and sanitation that may benefit an 
entire community and helps farmers to escape deprivation. Our results also imply that, 
in the Indonesian coffee context, it is more fruitful to analyze poverty from a non-
monetary perspective than from a monetary perspective.  

6.6 Enablers and blockers for upgrading economic performance 

Coffee certifications have different aims and angles, but generally aim to enhance 
sustainable coffee production by improving the economic and social realities of the 
coffee producers while assuring a more environmentally friendly production. However, 
our research indicates that certification alone is not sufficient to structurally and 
significantly improve the economic performance of the coffee producers. Coffee 
farmers are motivated to apply good agricultural practices and a more sustainable 
production through the prospects of economic benefits such as premium fees and 
higher prices for their certified, higher quality coffee beans. However, at the same 
time, this dissertation shows that farmers benefit least from certification, that price 
differences with conventional coffee are small at best, and that poverty rates do not 
considerably differ between certified and conventional farmers. 

To develop a pathway to a more sustainable coffee production and better economic 
performance for the coffee producers, we first need to understand and identify 
barriers towards enhanced economic performance. Based on the underlying research, 
we identify six barriers hindering Indonesian coffee farmers to improve their economic 
performance (see Figure 6.1): 

1. Low productivity. The average productivity of Indonesian coffee plantations lies 
around 722 kg per hectare (Directorate General of Estate Crops, 2016). In 
Vietnam, farm sizes are similar to those of Indonesia, but Vietnam’s productivity 
is estimated more than twice as high:  2.36 ton per hectare in 2016/2017 (USDA 
Foreign Agricultural Services, 2017). Reasons underlying the low productivity of 
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Indonesian coffee plantations include minimal fertilizer use and the existence of 
old, and therefore less productive, coffee trees. Coffee farmers also often employ 
poor farming methods and lack knowhow on pruning and pest control. Although 
the lack of know-how can be solved through regular training (see chapter 2 and 4) 
or optimizing Indonesia’s extension services, the problem of old and less-
productive coffee trees cannot be easily solved and hardly plays a role in existing 
coffee certification schemes. 

2. Lack of capital for intensification and (plantation) expansion. A lack of capital 
presents one of the reasons why farmers can hardly invest in rejuvenation, 
fertilizer application (see previous point) or re-investment of their capital to 
expand their plantations. It also prevents the farmers to buy equipment to either 
manage their plantations in a better way, or to process their coffee beans (drying 
or hulling). Due to this, the farmers generally sell economically less valuable 
unprocessed red cherries or green beans. Although bank-credits are available, 
most Indonesian coffee farmers have limited access to credits from formal 
financial institutions, as the latter generally requires collateral (i.e. an asset such 
as property) as a prerequisite to provide credit. However, many Indonesian coffee 
farmers do not have a formal title onto their land or other collateral registries, 
such asreal estate, lands, or vehicles. This barrier is even enforced through 
certification as it surpasses middlemen in the coffee value chain. Middlemen are 
however often willing to provide farmers with small credits in return for future 
coffee transactions for pre-fixed prices.   

3. Remoteness of Indonesia’s coffee plantations. Coffee farmers generally live in 
remote, mountainous areas with poor infrastructures (e.g. roads, primary 
processing places, education facilities). This contributes to limited access to 
markets and market information. These conditions can also reduce opportunities 
for off-farm employment, engaging in non-farm businesses, and –more generally- 
for diversifying the farmers’ income. Many farmers also live so remotely that they 
do not have access to KUBs (Kelompok Usaha Bersama) or cooperatives, making it 
–under current policies- impossible for them to participate in a private 
certification scheme. Certification schemes so far have no strategy to include 
these highly vulnerable farmers into their schemes, which is further food for 
rumors of flagship certification (i.e. that private certification schemes mainly 
certify farmers who were already better off before becoming certified).  

4. Low bargaining power of Indonesian coffee farmers to influence coffee prices. 
Within certification, exporters set the coffee pricesand pay the certification costs. 
They do this partially based on the coffee (stock) prices in the international 
market, and partially based on the quality of the coffee offered to them. Farmers 
however, are hardly informed about international coffee prices and have a very 
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low influence on the way in which the exporters evaluate the quality (and 
therefore price) of their coffee beans. As most coffee farmers are smallholders, 
the quantities of coffee (and therewith the bargaining power) offered to the 
exporters, but also to middlemen in the case of conventional coffee, is generally 
low. Through organization, certification contributes to improve the bargaining 
power of the farmers and allows the farmers to profit from economies of scale. 
However, the position of coffee farmers remains relatively weak, also after 
becoming involved in certification. 

5. The passive attitude of the Indonesian national government. The Indonesian 
government supports coffee production in a very limited way, mainly because its 
focus (and therewith financial contribution) is on the palm oil and rice sector. The 
Indonesian government also does not promote policies and programs to increase 
the presence of formal financial institutions for (coffee) farmers in rural areas. 
With the formulation of the public certification scheme of ISCoffee, more 
attention may be drawn to the coffee sector. However, Ibnu (2017) in his analysis 
on the implementation capacity of ISCoffee, concluded that there is not enough 
ministerial coordination and urgency to successfully implement ISCoffee on the 
short term.     

6. Limited extension services. Although Law 19/2013 on the protection and 
empowerment of farmers requires every village to have at least one agricultural 
extension worker, extension services are limited, many places have no extension 
officer at all, and there is a serious lack of qualified extension workers 
(approximately 40,000 extension workers less than required (Lukman, 2016)). 
Moreover, and following the time pressure experienced by extension workers, 
extension services mainly focus on the distribution of agricultural subsidies (e.g. 
seeds and fertilizer) rather than provide training to increase (coffee) production 
and to boost the economic performance of smallholder farmers. As we have seen 
in chapter 2 and 4, regular training and education in good agricultural practices 
form one of the conditions leading to a better economic performance of coffee 
farmers.  

Notwithstanding these barriers, or blockers, we can also identify enablers being 
present in the Indonesian context that may positively contribute to the economic 
performance of Indonesian coffee smallholders. First, Indonesia has favorable natural 
conditions for coffee production because it has rich soils, numerous mountainous 
areas and is located near the equator. Second, Indonesia has an abundantly cheap 
labor force and a large population that can be used for the labor-rich processes of 
coffee cultivation, harvesting and production. Third, Indonesia’s culture can be 
characterized by its strong social ties. This result in the situation in which many coffee 
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farmers work together voluntary (gotong royong) and help each other with working in 
coffee nurseries, weeding, pruning, and harvesting coffee. They also organize regular 
voluntary work to jointly build homes, schools, health facilities, and farm facilities. 
Chapter 5 shows that this is an effective way to combat non-monetary poverty.  

Table 6.1 
Blockers and Enablers for upgrading economic performance 

Blockers Enablers 

1. Low productivity 
2. Lack of capital 
3. Remoteness of Indonesia’s coffee plantations 
4. Low bargaining power 
5. The passive attitude of the Indonesian national government 
6. Limited extension. 

1. Favorable natural conditions 
2. Abundantly cheap labor force 
3. Strong social ties 

 

 

6.7 Pathways toward sustainability through better economic performance 

The above presented enablers and blockers need to be respectively stimulated and 
prevented toenhance theeconomic performance of Indonesian coffee farmers in a 
sustainable way. Based on Molenaar et al., (2013), I suggest 4 overarching building 
blocks that together form the backbone of a pathway towards a more sustainable 
future for Indonesian coffee farmers: 1) a supportive, enabling environment, 2) 
favorable market characteristics, 3) optimization of production characteristics, and 4) 
the creation of alternative livelihoods (see Figure 6.2).  
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Figure 6.1 
Building blocks of sustainability through economic performance 

 

Source: Derived from Molenaar et al. (2013), also see Ibnu (2017)  

 

First, following Molenaar et al. (2013) and Ibnu (2017), an enabling environment is 
defined as all supporting factors (i.e. policies, laws, services, regulations, institutions 
and infrastructures) that are needed to create the necessary preconditions for a more 
sustainable coffee production and better economic performance. Supporting factors 
that need to be prioritized to enable a more sustainable future for coffee producers in 
Indonesia mainly relate to services, infrastructures and public facilities.  

In terms of services, smallholder farmers need better access to training and technical 
assistance to become more productive and produce coffee of a better quality. 
Improved access to finance and credit can further stimulate investments in seedlings, 
fertilizers, equipment, and technology to improve the coffee quality and the volume of 
production, to rejuvenate old coffee trees and to reinvest money in the plantations 
(e.g. by expanding it). Better access to market information (i.e. price information) is 
also a service that may contribute to improve the farmers’ bargaining power, and to a 
more optimal timing in terms of selling beans (i.e. at a time at which prices are 
relatively high).  A better flow of information could be guaranteed via better 
functioning farmer groups, radio, and cell phones. Improvements in the quality of 
infrastructures (e.g. roads and electricity) may not only improve farmers’ ability to 

•High sustainability demand
•Alignment of supply to demand

•International vs domestic market
•Efficiency and equity

•Bargaining power

•Good Agricultural Practices
•Crop perishability 
•Ability to mechanize production
•Options for intercropping
•Knowledge & technology 

•Policy/regulatory framework, 
institution and infrastructure to 

increase some provision of services 
(e.g. access to capacity building, 

access to inputs and finance 

•Alternative crops 
•Alternative occupations 

Alternative 
Livelihood

Enabling 
Environment

Market 
Characteristics

Production 
Characteristics 



Conclusion and reflection 

113 

access the market, but may also create more employment opportunities in non-farm 
sectors, that may subsequently allow the farmers to diversify their income and 
increase their resilience towards stresses and shocks in the coffee sector (see fifth 
building block). Investing in (public) facilities in health care, sanitation and education 
may further benefit farmers in terms of poverty alleviation (see chapter 5).  

I suggest exporters and the Indonesian government to take the lead in developing and 
maintaining a supportive, enabling environment. Exporters should take the lead in 
enabling environment through partnerships constellation between exporters and 
farmers. Indonesian exporters hold the sustainability certificates and assure 
compliance to the standards by providing farmers with regular training and technical 
assistance. As we have seen in chapter 4, regular trainings help to internalize good 
agricultural practices into the farmers’ daily habits, leading to improved productivity, 
better coffee quality, and ultimately a better economic performance. In addition, 
exporters provide services such as access to farm inputs and credit. We suggest the 
exporters to extent their current practices to also include training to farmers to 
improve their practices in the post-harvesting phase. This may benefit both the 
exporter and the farmer as the former will have more guarantees that the coffee 
meets the export quality standards, whereas the farmer will gain more income by 
selling dried or processed coffee (compared to selling cherries). Investing in coffee 
processing techniques may further increase the opportunities for farmers to shift from 
subsistence farming to profitable farming systems, a more equitable market (see 
building block 3) and better livelihood (see building block 4) (Fan et al., 2013).  

The government could take more responsibility in providing farmers with adequate 
access to high quality inputs (e.g. seeds, fertilizers), technologies, and agricultural 
extension services. In addition, the Indonesian government should take the lead in 
improving infrastructures and herewith farmers’ opportunities to reduce their 
transport costs and time. The government could also financially invest in community 
development programs to build more public facilities such as safe drinking water 
facilities, sanitation, education and health facilities. Exporters and NGOs could take the 
lead in the implementation of these facilities. The Indonesian government could 
further create strategies to enhance farmers’ access to credit, for example via 
enhancing the so-called warehouse receipt finance system. This system was 
introduced in 2008 and has been established in 38 Indonesian regions. Warehouse 
financing allows banks to shift risks from fixed assets (standard collateral) to products 
such as coffee (Toyoda and Ahn, 2014; Höllinger et al., 2009). Commodities deposited 
in warehouses (i.e. coffee) may therefore become an alternative collateral for the 
banks (Toyoda and Ahn, 2014). This reduces the risks the banks are confronted with 
(who gain access to the coffee in cases the farmers cannot repay the debts) and allows 
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the farmers to access credit in the absence of standard collateral such as real estates 
or land.    However, the implementation of warehouse financing systems is currently 
not effective and some public financing warehouses were forced to close due to a lack 
of human expertise, poor rural infrastructures, legal restrictions, a lack of reliable 
standards for quality and a lack of a well-established national licensing and inspection 
agency (The Coordinating Ministry of Economic Affairs, 2015). Although the Indonesian 
government cannot solve all these issue on their own, we believe they should take the 
lead in developing an enabling environment in which public financing warehouses can 
operate legally and effectively. They should also help to convince and incentivize local 
banks that are currently reluctant to become involved in warehouse financing to join 
the system. 

Second, market characteristics should either stimulate the demand for Indonesian 
sustainable coffee, improve the alignment of the Indonesian coffee supply (i.e, the 
varieties the Indonesian market has to offer) with already existing consumer demands 
and it should be designed in such a way that a more efficient and equitable market can 
be created. The second aspect (better aligning the coffee supply with consumer 
demands) offers most opportunities to beinfluenced by Indonesian producers. 
Indonesia currently exports around 450,000 tons of coffee per year (85% Robusta and 
15% Arabica coffee). Arabica coffee beans are more expensive on the world market as 
the demand for this type of coffee is higher in the Western world. Therefore, coffee 
farmers could invest more in the production of Arabica coffee in order to boost the 
export value and coffee prices per kilogram. Another way to better align with 
consumer demands, and increase consumers’ willingness to pay, is to produce more 
high-quality coffee. This may not only offer more opportunities for the export to 
Western countries, but also to other Asian countries and the domestic market that are 
not so much demanding sustainably grown coffee, but highly value good quality coffee 
instead. The Asian and domestic coffee markets, especially for processed coffee 
products, are growing and Asia recently replaced Europe as the primary destination for 
Indonesian coffee. If the financial benefit of certification remains limited, and as long 
as the price difference between certified and conventional farmers remains small, the 
domestic market may even replace export markets.  The only way to encourage 
sustainable coffee production is therefore to provide sufficient financial benefits for 
farmers.  

Following the definition of efficiency and equity, there are a few logical steps that need 
to be taken to improve the economic performance of Indonesian coffee producers. 
These include shortening the value chain (i.e. through eliminating middleman) and 
increasing the coffee productivity to create a more profitable and cheaper coffee 
production. However, there are also action needed that are looking beyond the 
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definition of efficient and equitable marketing channels.  Collective marketing for 
example may shorten lead times, lower marketing costs, and a better bargaining 
position of farmers. To improve the unequal distribution of economic rent, roasting 
facilities could be brought (closer) to the farmers. Roasters namely benefit most from 
certification because they transform a raw product into a consumer product. However, 
directly adding value to a raw coffee bean by roasting it, can theoretically also be done 
by the farmers themselves, or by smaller companies that more closely collaborate with 
the farmers. In the facilitation of these changes, we foresee an important role for 
farmer organizations.  

A relevant question related to the alignment of consumer demands and Indonesian 
coffee supply, is what role the newly developed public standard of ISCoffee will play in 
the international, Asian and domestic market. The Indonesian government has 
developed the Indonesian sustainable coffee standards (ISCoffee) to take responsibility 
as regulator and policy maker in order to protect the sustainable coffee supply and 
strengthen Indonesia’s bargaining position as a coffee producing country in the 
international market (Wijaya et al., 2017).  The standard is meant to become 
mandatory for all Indonesian coffee producers. However, Wijaya (2017) and Ibnu 
(2017) already reveal several reasons why the mandatory certification of millions of 
geographically scattered smallholders is going to be incredibly challenging.  To become 
successful, ISCoffee needs to be socialized to farmers, exporters and related 
stakeholders, and the Indonesian government should allocate enoughbudget to 
endorse the adoption of ISCoffee. To make ISCoffee acceptable in the coffee market, 
the Indonesian government should consider the development of a regulatory 
framework to assess the ISCoffee standards, educating and financing skilled workers to 
help farmers to adopt the ISCoffee standards and apply these into their practices, 
providing economic benefitsfor adopting the ISCoffee standards (Ibnu, 2017; Wijaya, 
2017), and partnering with exporters to create, and adapt to a demand for ISCoffee 
certified products. Without support from the relatively powerful exporters, we doubt 
whether ISCoffee will ever be largely adopted in Indonesia. In order to adapt to market 
opportunities, the exporters decided to embrace private standards many years ago. 
The exporters will subsequently be willing to adopt ISCoffee certification if there is a 
market for publically certified coffee. At this moment we doubt whether there is 
demand for ISCoffee certified products, and therefore suggest to strengthen the 
legitimacy of the public standard and make the standards stricter in terms of 
environmental and social criteria (see Ibnu, 2017; Hidayat et al., 2017).  There should 
be a market for ISCoffee certified coffee if the government wants to have the support 
from exporters.  NGOs may also play a role as they can influence the public opinion 
(and herewith demand) through educating and encouraging consumers to buy healthy 
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and sustainably produced coffee (Bitzer et al., 2008; Linton, 2005). Besides, NGOs also 
have the power to boycott companies that do not implement green farming practices 
(Linton, 2005) or produce their coffee in an unsustainable way. 

Farmer organizations currently also play a role in improving the farmers’ bargaining 
position in the value chain by better connecting the farmers to the market and better 
transferring information between markets and farmers. Indonesian coffee farmers 
already receive services from farmer organizations such as opportunities for collective 
marketing, collective production, mobilization of local resources (e.g. gotong royong), 
education, the management of common property resources and, in some cases, the 
provision of financial services such as savings, loans and other forms of credit. Farmer 
organizations also help farmers to capitalize the premium fee payment from 
certification bodies by building more public facilities through community development 
programs, which are considered to be rather effective if organized by farmer 
organizations (Latynskiy and Berger, 2016).  Strong farmer organizations are also 
better able to fulfill farmers’ interests and overcome challenges in terms of poor 
information supply on markets and unskilled farmers (Rwelamira, 2015). 

However, many farmer organizations have a weak leadership and manage their 
finances poorly, and structural improvements of farmer organizations are necessary. 
Farmer organizations could also strengthen their relation with the government, for 
example to enhance access to agricultural inputs, knowledge, and capital. 

Third, production characteristics refer to production methods and specific 
requirements that enhance the quality of the crops and lead to better economic 
performance. Natural characteristics are generally favourable for coffee production in 
Indonesia. This means that improvements can be achieved by better management of 
the natural environment and coffee plantations, for example through improving soil 
nutrient management and the way in which the coffee plantations are fertilized. Soils 
can relatively easy be improved by using household compost, farm yard manure, 
mulch and artificial fertilizers. Another way to better benefit from Indonesia’s natural 
environment is to change harvesting methods (i.e. only harvesting ripe berries, 
properly drying coffee, de-husking coffee at the farm instead of selling the coffee 
beans directly). This however implies that farmers should be better trained in good 
agricultural practices, and that they should be provided with the proper equipment (or 
with capital to purchase this equipment).  

In this building block, many actors can play an important role including exporters, 
NGOs, farmer organizations and the government. In many cases, exporters already 
collaborate with NGOs to increase farmers’ technical capacities in coffee production 
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and processing. Where the exporters may contribute by financing and arranging 
regular trainings and by providing equipment to the farmers, NGOs may help farmers 
to process their coffee through farmer field schools (Linton, 2005). In addition, the 
government could also better collaborate with NGOs to better respond to the needs of 
coffee actors. NGOs may advocate or perform watchdog activities (Ulleberg, 2009) and 
even help the Indonesian government to take over part of the capacity development 
activities and education that formally belongs to the responsibility of the government 
(via extension services) but for which the Indonesian government suffers from a lack of 
capacity (i.e. it currently has an insufficient number of agricultural extension services). 

Universities and research institutes may also play an important enabling role in this 
building block as they develop research strategies to increase coffee productivity, 
improve coffee quality and achieve better economic performance. Universities and 
research institutes can also help to map and identify new areas for coffee production, 
identifying ways to combat coffee diseases, or develop better quality coffee varieties 
(i.e. seedlings). Wijaya et al. (2017) also reveal that research institutes such as ICCRI 
(the Indonesian coffee and cocoa research institute) can facilitate collaborations 
among stakeholders in the coffee value chain. ICCRI for example, initiated the 
mediated partnership model (Motramed) that is a form of collaborative governance to 
create new and more sustainable management practices together with exporters and 
farmers (Wijaya et al., 2017). Motramed mainly focuses on the economic benefits of 
coffee production while the environmental and social aspects are seen as a side effect. 
Furthermore, and through the Motramed project, ICCRI managed to gain the trust of 
coffee farmers and to mediate between the different interests of exporters and 
farmers. However, ICCRI will only manage to improve farmer organizations and better 
align the interests of farmers and exporters if the government provides them with 
operational budgets and staff. To enlarge the research institute’s knowledge sources, 
we suggest them to more actively collaborate with (foreign) universities, research 
institutes, and NGOs and to proactively search for more grants to facilitate cooperation 
between farmer and exporters. 

Fourth, the creation and maintenance of alternative livelihoods represents an 
important building block towards a more sustainable future for coffee producers (also 
see Ibnu, 2017; Molenaar et al., 2013). Most Indonesian coffee farmers depend on 
coffee production as their main source of income, contributing to over 70% of total 
income. Crop diversification may enable the farmers to get an alternative source of 
income as other crops can be grown next to coffee and may be profitable as well 
(e.g.salak (snake fruit), cocoa, avocado, banana, and tobacco). Diversification by 
applying crop-livestock integration may also help farmers to improve the soil’s fertility 
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through incorporation of animal litter and the animals themselves may provide other 
products (eggs, meat, milk).   
 
Diversification of income may also be shaped via off-farm opportunities. We see for 
example that some coffee farmers work as civil servant, trader, or driver. On the one 
hand, this type of diversification can be applauded as it provides farmers with 
additional income and increases their resilience to stresses and shocks in the coffee 
sector, on the other hand however, it may also impose a threat to the subsistence of 
coffee farming in Indonesia. Non-farming activities namely become more and more 
attractive for coffee farmers as a strategy to generate income in rural areas. Therefore, 
and to secure a long-term sustainable production of coffee in Indonesia, it is also 
important to improve the image and attractiveness of coffee farming, especially 
among youth. Children from Indonesian farmers generally prefer other jobs than 
farming for a variety of reasons including their fear of getting a sun-coloured skin or 
insufficient income and the prospect of an uncertain future. Also, small-scale coffee 
farming is considered to be rather old-fashioned and isolated from technological 
innovations. More non-farm job opportunities in rural areas may therefore help to 
reduce poverty and improve the economic performance of poor coffee farmers, but 
may simultaneously threaten the continuation of coffee production in Indonesia.  
 
Farmer organizations currently take the lead in the dissemination and application of 
agricultural knowledge, but this knowledge mainly deals with agricultural inputs (i.e. 
seeds, fertilizers, pesticides, capital), market information (e.g. prices), good agricultural 
practices and crop specific issues. Farmer organization can therefore play an important 
role in stimulating crop-diversification that may help the farmers to obtain crop 
revenues at multiple times during the year. Together with NGOs, farmer organizations 
could also develop various non-farm activities such as (coffee roasting, handicraft, 
trade) to enhance farmers’ income in rural areas. NGOs could further provide training 
on entrepreneurial skills and encourage farmers to process their coffee and add value 
to their agricultural commodities, something that is also valued by the younger 
generation.  
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Figure 6.2 
Improved Economic Performance 

 

 
 
 
Figure 9 presents an overview of the most important actors that could, together with 
the smallholders themselves, shape the building blocks towards a more sustainable 
pathway for coffee production in Indonesia. The coffee system is complex and 
interwoven with power imbalances and institutionalized relationships among different 
actors. Therefore, a sustainable future cannot be achieved without an intensive 
collaboration among the key players involved in the Indonesian coffee production.  

6.8 Reflection on the analysis of economic performance 

This dissertation was not only written to better understand the impact of certification 
on the economic performance of Indonesian actors, but also to reflect on the different 
ways in which the concept of economic performance is used and operationalized in the 
literature. More concretely, we wondered what can be considered a useful way –given 
the Indonesian context and characteristics of coffee production- to analyse the impact 
of certification on the economic performance of Indonesian coffee producers. We 
started off with four different conceptualizations of the concept of economic 
performance. Table 1 presents an overview of the most important weaknesses and 
strengths of each conceptualization in measuring the economic performance of 
certified versus conventional Indonesian coffee farmers.  
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Table 6.2 
Strengths and Weakness of the four different conceptualizations of the concept of 

economic performance 

  1 2 3 4 

Microeconomic 
conceptualization with 8 
indicators: (coffee area, total 
coffee production, 
productivity, coffee trees, 
coffee prices, coffee 
revenue, production costs, 
profit) plus economic rents 

Microeconomic 
conceptualization into 
efficiency (profit, 
costs, lead times) and 
equity (profit margins 
and marketing 
margins) 

Microeconomic 
conceptualization with 7 
variables (coffee area, 
total coffee production, 
productivity, coffee 
trees, coffee prices, 
coffee revenue, lead 
times) 

Macroeconomic 
conceptualization 
Indicators on 
monetary and non-
monetary poverty 
(head count and 
intensity) 

St
re

ng
th

s 

Able to look at all actors in 
the chain 

Able to look at all 
actors in the chain 

Looks at farmers only 
(except for lead times) 

Makes it possible to 
analyze Farmers only 

Distribution of economic 
benefits certification 
(economic rents) 

Distribution of 
economic benefits 
certification (profit 
margins and 
marketing margins) 

It is more reliable 
because we exclude 
profit and costs for 
smallholder farmers 

Expenditure (i.e. 
access to facilities and 
services) is a more 
informative measure 
in the Indonesian 
context than income 

Isolates the benefit of 
certification by analyzing the 
value added for all actors in 
the chain 

Analyses the benefit 
of certification in 
terms of efficiency 
and equity 

 Provides information on 
lead times 

Enables to consider 
the role of credits 

  More comprehensive 
understanding (PM 
and MM and 
clustering the 
variables into 
efficiency and equity) 

    

W
ea

kn
es

se
s 

Not possible for only one 
actor (farmers) 

Not possible for only 
one actor (farmers) 

Not possible for only 
one actor (farmers) 

Not possible to look at 
the distribution of 
benefits 

Credit is not counted for Credit is not counted 
for 

Credit is not counted for   

Less reliable in terms of 
profit and costs for farmers 

Less reliable in terms 
of profit and costs for 
farmers 

It only lead times, Not 
possible to look at the 
distribution of benefits 

  

Income-based (coffee 
revenues) instead of 
expenditures  

Income-based (coffee 
revenues) instead of 
expenditures  

Income-based (coffee 
revenues) instead of 
expenditures  

  

Excludes lead times       

 

In the first (microeconomic) conceptualization of economic performance, we used 
eight indicators (i.e. coffee area, total coffee production, productivity, number of 
coffee trees, coffee prices, coffee revenues, production costs, and profit) that we 
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compared for certified and conventional actors, and via the concept of economic rent 
we assessed the added value of certification. The second (microeconomic) 
conceptualization focused on the concepts of efficiency and equitability. Efficiency was 
further operationalized into the indicators of profit, production costs, and lead times, 
where as equity was further operationalized into profit margins and marketing margins 

Although considered possible to measure farmers’ profit and production costs in the 
first and second conceptualization, we had the feeling that both conceptualizations, on 
these variables, do not sufficiently match with the reality of coffee farming in 
Indonesia. Profit (i.e. selling prices minus buying prices) cannot be honestly measured, 
as it is almost impossible to compare the costs of seedlings to the income gained by 
selling coffee beans.  This would not only result in incomparable objects, but seedlings 
are also often extracted from existing coffee shrubs and not bought on the market. 
The investment costs of farmers are also hard to measure in a reliable way because 
most Indonesian coffee farmers inherit their land from their parents. We do not say it 
is impossible to measure farmers’ profits and investment costs, but one may wonder 
and be concerned about the reliability of data if these variables have to be measured 
by proxies, estimations or mathematical equations. 

Both conceptualizations are able to analyse the distribution of economic benefits 
among actors in the coffee value chain, however in the second conceptualization we 
look at share of profit margins and marketing margins to see the distribution of 
economic benefits. The advantage is that this analysis provides information on the way 
in which the effects of certification are distributed among actors in the value chain. 
The disadvantage is that this analysis cannot be done for one actor only.  
 
The third microeconomic conceptualizationis comparable to the first one, excluding 
production costs and profits, including lead times. If we compare this third 
conceptualization with the first two conceptualizations, we can obtain more reliable 
data for farmers and prevent the above-mentioned difficulties in measuring farmers’ 
profits and production costs. Fourth, we conceptualized economic performance in 
macroeconomic terms (i.e. poverty alleviation). We further operationalized poverty 
into a monetary expenditure approach and a non-monetary approach (i.e. education, 
health, standards of living). This resulted in information of the number of farmers living 
in poverty, and the intensity of poverty experienced by them. This conceptualization is 
only applicable to farmers and does therefore not analyse the distribution of economic 
benefits among actors in the chain. An important advantage of this approach however, 
is that it follows an expenditure-based approach which focuses on farmers’ access to 
facilities and services and the money they can spend rather than the money they earn. 
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This conceptualization can therefore also consider the influence of credits, income 
from the informal sector and access to facilities provided by community services.    

We started our journey by questioning a useful way –given the Indonesian context and 
characteristics of coffee production- to analyse the impact of certification on the 
economic performance of Indonesian coffee producers. A first answer to this question 
could be to use the fourth conceptualization of economic performance (i.e. poverty 
alleviation). This conceptualization is very suited to be applied to farmers only, it looks 
at expenditure and access to facilities and services instead of income only, and the 
non-monetary approach seems to fit very well to the Indonesian coffee producing 
context with strong social ties and a strong sense of sharing facilities and services. This 
answer however, would not match with our perception that a positive impact of 
certification cannot be seen separately from an equal distribution of these impacts. If 
farmers benefit a little bit, but all other actors benefit much more, the impact can 
never be fully positive for the farmers. Therefore, we argue, it is always relevant to 
gain information on the distribution of benefits along the value chain, also if the unit of 
analysis is the smallholder only. The fourth (and also third) conceptualizations are 
unable to analyse the distribution of benefits along the value chain. We therefore 
suggest using the second conceptualization with the inclusion of the concept of 
economic rent as most informative to analyse the impacts of certification on 
Indonesian coffee smallholders.    

Another important lesson about the measurement of economic performance is more 
ontological in nature. Agricultural economists, like me, tend to employ a variety of 
quantitative methods with the use of various indicators. The challenge often lies in 
gathering more and more data, with the use of better (and sometimes also more) 
variables and the invention of proxies that bring us as close to reality as possible. In 
essence I did the same, as is illustrated by the different conceptualizations and 
operationalizations of economic performance in the different empirical chapters of this 
thesis. However, increasingly I realized that the results of the statistical analyses are 
sometimes difficult to interpret correctly. Through talking to the respondents I also 
increasingly realized that the results (i.e. numbers) were not always in line with the 
realities as observed or experienced by the respondents themselves. Therefore I also 
used qualitative methods, mainly interviews, to always check the results from the data 
analysis with the more subjective feelings and experiences of the respondents. 
Additional these interviews also often enabled me to understand and explain identified 
relationships between variables. The interviews allowed me to understand why 
farmers in global certified partnership constellations had a better economic 
performance than other farmers, why coffee farmers experience less non-monetary 
poverty than monetary poverty, and why certified and conventional channels cannot 
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be seen as separated, independent marketing channels. Therefore, one of the most 
important lessons about analyzing the impacts of certification on the economic 
performance of smallholder farmers is to combine quantitative with qualitative 
approaches. The current literature too one-sighted operationalizes economic 
performance in a quantitative way. Much more insights may be gained by 
conceptualizing this concept in a more qualitative way.  

6.9 On future studies 

The conclusions so far do not make a strong plea for certification; Indonesian actors 
benefit financially from certification, but only to a very small extent. However, at this 
point we have to acknowledge that our research only concentrated on Indonesian 
actors in the coffee value chain, particularly in Aceh, North Sumatra, Lampung, Central 
Java and South Sulawesi. Moreover, we did not include coffee actors from abroad such 
as roasters in the global market. So, before throwing away the baby with the 
bathwater, future research should be conducted to analyse the distribution of 
certification rents across the entire coffee value chain and in other regions and 
countries. Crucial is to find out whether our identified distributional patterns can or 
cannot be identified elsewhere and the extent to which they are influenced by the 
specific Indonesian context. It is not unimaginable that involvement of foreign roasters 
in further research may reveal different or more informative distributional pattern of 
marketing margins and profit margins. It seems likely that farmers’ rents would even 
go down further if we would analyse the entire (international) value chain.  

For further research, we also suggest looking at other factors that potentially mediate 
the effect of certification on economic performance, for instance leadership and the 
level of democracy in farmers’ organizations, women participation, extension services 
and crop diversity. Those mediating factors may potentially be crucial (and even more 
crucial than certification) for obtaining positive impacts on economic performance in 
the coffee sector.   

We also suggest to extent common conceptualizations of economic performance from 
purely quantitative approaches to also include qualitative approaches.   

Overall, this dissertation shows that farmers cannot obtain significant economic 
benefits from certification. However, certification does lead to benefits, and these 
should not be denied. Further research could be developed around the question 
whether the benefits resulting from certification cannot be obtained in a different, 
maybe more efficient way (i.e. through training in good agricultural practices, and 
small, more development-focused projects to provide facilities). 
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This dissertation furthermore only focused on private sustainability standards, the 
public standard (ISCoffee) and local standards (e.g. Inofice and Geographical 
indication) are not part of the study. However, the development and potential impact 
of these public and local schemes are definitely worthwhile to further investigate as 
these schemes may offer opportunities for a standard fully adapted to the Indonesian 
context. Some preliminary research (Ibnu, 2017; Wijaya, 2017) is still quite critical 
about the governance- and implementation capacity these standards, but their 
capacity to neatly fit the Indonesian context must not be underestimated. More 
concretely we suggest further research on how Indonesian exporters may better 
collaborate with the Indonesian government to create market opportunities for 
ISCoffee to become an accepted and demanded standard in (parts of) the export 
market.  

6.10 Personal reflection  

During the work underlying this dissertation I learned how to become an independent 
researcher. Furthermore, I also learnt how to process data from the field and write the 
research findings in a systematic and structured way. Instead of being static, science is 
dynamic. This also means that science will always progress along with new discoveries 
and developments. As scientists we have the task to develop science through 
reasoning, scientific research, and the dissemination of research. Researchers, in this 
regard, have a very important role in producing knowledge and in advancing science 
and technology. I am grateful that I had the chance to contribute to this process of 
scientific knowledge production, which helped me to solve the puzzle that indicated 
the starting point of this dissertation. I think I should go back to the barista in his 
coffee shop in Jakarta to tell him to full story on the impacts of certification on the 
economic performance of coffee smallholders’farmers soon. 
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Appendix 1 
Characteristics of farmers  

Characteristics 

Robusta  Arabica 

Conventional Certified  Conventional  Certified 

 No. (%)  No. (%)  No. (%)  No. (%) 

Age (in years)            

Less than 25 2 5.4  1 1.3  1 8.3  0 0 

25-40 20 54  39 51  7 58  10 26 

41-55 9 24  27 35  4 33  12 31 

More than 55 6 16  10 13  0 0  17 44 

mean (age) 42   42   38   42  

Sex ratio            

Male 35 95  69 90  8 67  33 85 

Female 2 5  8 10  4 33  6 15 

Education Level            

No schooling 1 2.7  2 2.6  0 0  0 0 

Elementary School 19 51  37 48  1 8.3  6 15 

Junior High School 6 16  22 29  7 58  11 28 

Senior High School 10 27  15 20  4 33  20 51 

Diploma 1 2.7  0 0  0 0  0 0 

Bachelor 0 0  1 1.3  0 0  2 5.1 

Experiences in 
cultivation (years) 

           

0 - 10 22 60  28 36  4 33  12 31 

11 - 20 8 22  35 46  4 33  8 21 

21 - 30 3 8.1  4 5.2  1 8.3  17 44 

31 - 40 0 0  9 12  3 25  2 5.1 

41 - 50 3 8.1  1 1.3  0 0  0 0 

More than 50 1 2.7  0 0  0 0  0 0 

mean (years) 14   16      19  
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Characteristics of Traders 

Characteristics Robusta  Arabica 

 Conventional  Certified  Conventional  Certified 

     No. (%)  No. (%)  No. (%)  No. (%) 

 Age (in years)  

Less than 25 0 0 0 0 0  0 1  11 

25-40 6 38 2 25 1  8.3 0  0 

41-55 7 44 3 38 8  67 8  88 

More than 55 3 19 3 38 3  25 0  0 

Mean (years old) 47 48 52  45  

 Sex ratio  

Male 12 75 8 00 9  75 8  89 

Female 4 25 0 0 3  25 1  11 

 Education Level  

No formal education 0 0 0 0  0  0 0  0 

Elementary School 6 48 2 25           3  25 1  11 

Junior High School 5 31 2 25          2  17 0  0 

Senior High School 5 31 3 38         6  50 5  56 

Diploma 0 0 1 13          0  0 1  11 

Bachelor 0 0 0 0  1  6.3 2  22 

 Experiences in Coffee     
 Trading (years) 

 

0-10 7 44 6 75        4  33 7  78 

11 - 20 6 38 1 13        4  33 2  22 

21-30 1 6.2 1 13        1  8.3 0  0 

31-40 2     3  25 0  0 

mean (years) 16 13  8  9  
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Appendix 2 
Characteristics of exporters and roasters 

  Robusta Arabica 
 Conventional Certified  Conventional  Certified 
  No. (%) No. (%) No. (%)  No. (%) 

Exporters 

Position in the company 

Owner 1 100 2 50 2 100  3 60 
Director 0 0 1 25 0 0  1 20 
Manager 0 0 1 25 0 0  1 20 

Sex ratio          
Male 1 100 4 100 2 100  5 100 
Female 0 0 0 0 0 0  0 0 

Company established (years) 

Less than 5 0 0 1 25 0 0  0 0 
5-10 1 100 1 25 1 50   40 

More than 10 0 0 2 50 1 50  3 60 
Legal form of company 

CV 0 0 0 0 1 50  1 20 
PT 1 100 4 100 1 50  3 60 
Koperasi 0 0 0 0 0 0  1 20 

Roasters 

Position in the company 

Owner 5 100 2 100 1 100  2 50 
Manager 0 0 0 0 0 0  2 50 

Sex ratio 

Male 4 80 2 100 1 100  2 50 
Female 1 20 0 0 0 0  2 50 

Company established (years) 

Less than 5 1 20 1 50 1 100  3 75 
5-10 3 60 1 50 0 0   25 

More than 10 1 20 0 0 0 0  0 0 
Legal form of company 

CV 0 0 2 100 0 0  1 25 
UD 3 60 0 0 0 0  1 25 
Koperasi 0 0 0 0 0 0  1 25 
Home 
industry 2 40 0 0 1 100  1 25 
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Appendix 3 
Coffee Market Channels 

Channels Robusta and Arabica Channels 

1, 18 Certified Farmers  Certified Traders  Certified Exporters  International Market 

2, 19 Certified Farmers  Certified Traders  Roasters with Certified Coffee  Domestic Market 

3, 22 Conventional Farmers  Conventional Collector Traders  Conventional Exporters  
International Market 

4, 23 Conventional Farmers  Conventional Collector Traders  Roasters with Conventional Coffee  
Domestic Market 

5, 24 Conventional Farmers  Conventional  Collector Traders  Middlemen  Conventional 
Exporters  International Market 

6, 25 Conventional Farmers  Conventional Collector Traders  Middlemen  Roasters with 
Conventional Coffee  Domestic Market 

11, 34 Certified Farmers  Conventional Traders  Conventional Exporters  International  Market 

12, 30 Certified Farmers  Conventional Traders  Roasters with Conventional Coffee  Domestic 
Market 

13, 35 Certified Farmers  Conventional Traders  Middlemen  Conventional Exporters  
International Market 

14, 31 Certified Farmers  Conventional Traders  Middlemen  Roasters with Conventional Coffee 
 Domestic Market 

Channels Robusta Channels 

7 Conventional Farmers  Conventional Collector Traders  Middlemen  Conventional 
Exporters  Roasters with Conventional Coffee  Domestic Market 

8 Conventional Farmers  Conventional Collector Traders  Certified Exporters  International 
Market 

9 Certified Farmers  Certified Traders  Middlemen  Certified Exporters  International 
Market 

10 Certified Farmers  Certified Traders Certified Exporters Roaster with Certified Coffee  
Domestic Market 

14 Certified Farmers  Conventional Traders  Middlemen  Roasters with Conventional Coffee 
 Domestic Market 

15 Conventional Farmers  Certified Traders Certified Exporters International Market 

16 Conventional Farmers  Certified Traders Middlemen Conventional Exporters  
International Market 

17 Conventional Farmers  Certified Traders Middlemen Certified Exporters  International 
Market 

Channels Arabica Channels 

20 Certified Farmers  Certified Traders  Cooperative  Certified Exporters  International 
Market 

21 Certified Farmers  Certified Traders Cooperative  Roasters with Certified Coffee  
Domestic Market 
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26 Certified Farmers  Certified Traders Middlemen  Conventional Exporters  International 
Market  

27 Certified Farmers  Certified Traders  Middlemen  Conventional Exporters  Roasters with 
Conventional Coffee  Domestic Market 

28 Certified Farmers  Certified Traders  Middlemen  Roasters with Conventional Coffee  
Domestic Market 

29 Certified Farmers  Conventional Traders  Certified Exporters  International Market 

32 Certified Farmers  Conventional Traders  Middlemen  Certified Exporters  International 
Market 

33 Certified Farmers  Conventional Traders  Middlemen  Certified Exporters  Roasters with 
Certified Coffee  Domestic Market 

36 Conventional Farmers  Certified Traders  Cooperatives  Certified Exporters  International 
Market 

37 Conventional Farmers  Certified Traders  Cooperatives  Certified Roasters  Domestic 
Market 

38 Conventional Farmers  Certified Traders  Certified Exporters  International Market 

39 Conventional Farmers  Certified Traders  Certified Exporters  Certified Roasters  
International Market 

40 Conventional Farmers  Certified Traders  Middlemen  Conventional Exporters 
International Market 

41 Conventional Farmers  Certified Traders  Middlemen  Certified Exporters International 
Market 

42 Conventional Farmers  Certified Traders  Middlemen  Certified Exporters Certified 
RoastersInternational Market 

Robusta: channel 1-14; Arabica: channel 15-32; Purely certified market channels: channel 1, 2, 10, 15, 16, 17, 
18; Conventional channels: channel 3, 4, 5, 6, 7, 19, 20, 21, 22; Mixed channels: 26 channels in total. 
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Appendix 4. Arabica and Robusta Channels 

 

Arabica Channels 
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Robusta Channels 
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Appendix 5. 
Comparison of Three Partnership Constellations in Robusta Coffee 

Dependent Variable 

MeanDifference 
(I-J) Std. Error Sig. Variable Partnership 

Constellation Mean Partnership 
Constellation 

 
Global certified 1,49 

Local certified 0,110 0,201 0,849 
Local conventional 0,183 0,201 0,633 

Local certified 1,38 
Global certified -0,110 0,201 0,849 
Local conventional 0,074 0,201 0,928 

Local 
conventional 1,31 

Global certified -0,183 0,201 0,633 
Local certified -0,074 0,201 0,928 

Total coffee 
production (kg/ 
year) 

Global certified 2212 
Local certified 689,225* 280,134 **0,040 
Local conventional 967,900* 280,134 ***0,002 

Local certified 1523 
Global certified -689,225* 280,134 **0,040 
Local conventional 278,675 280,134 0,582 

Local 
conventional 1244 

Global certified -967,900* 280,134 ***0,002 
Localcertified -278,675 280,134 0,582 

Productivity 
(kg/ hectare) Global certified 1646 

Localcertified 494,235* 138,397 ***0,001 
Local conventional 688,639* 138,397 ***0,000 

Local certified 1152 
Global certified -494,235* 138,397 ***0,001 
Local conventional 194,404 138,397 0,342 

Local 
conventional 957 

Global certified -688,639* 138,397 ***0,000 
Local certified -194,404 138,397 0,342 

Coffee trees 
(trees) Global certified 2928 

Local certified 594,028 395,267 0,294 
Local conventional 418,567 400,163 0,550 

Local certified 2334 
Global certified -594,028 395,267 0,294 
Local conventional -175,461 389,754 0,894 

Local 
conventional 2509 

Global certified -418,567 400,163 0,550 
Localcertified 175,461 389,754 0,894 

Coffee price 
(Rp/ kg) Global certified 21218 

Localcertified 375,000 258,467 0,318 
Local conventional 2036,250* 258,467 ***0,000 

Local certified 20843 
Global certified -375,000 258,467 0,318 
Local conventional 1661,250* 258,467 ***0,000 

Local 
conventional 19181 

Global certified -2036,250* 258,467 ***0,000 
Local certified -1661,250* 258,467 ***0,000 

Coffee revenue 
(Rp) Global certified 47669750 

Local certified 15917000,000* 5989641,531 **0,024 
Local conventional 23795750,000* 5989641,531 ***0,000 

Local certified 31752750 
Global certified -15917000,000* 5989641,531 **0,024 
Local conventional 7878750,000 5989641,531 0,389 

Local 
conventional 34432166,7 

Global certified -23795750,000* 5989641,531 ***0,000 
Localcertified -7878750,000 5989641,531 0,389 

Lead times 
(days) Global certified 15 

Localcertified -5,475* 0,475 ***0,000 
Local conventional -18,550* 0,475 ***0,000 
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Dependent Variable 

MeanDifference 
(I-J) Std. Error Sig. Variable Partnership 

Constellation Mean Partnership 
Constellation 

Local certified 20 
Global certified 5,475* 0,475 ***0,000 
Local conventional -13,075* 0,475 ***0,000 

Local 
conventional 33 

Global certified 18,550* 0,475 ***0,000 
Localcertified 13,075* 0,475 ***0,000 

***Significant p <0.01 
**Significant p <0.05 
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Appendix 6 
Comparison of Three Partnership Constellations in Arabica Coffee 

Dependent Variable 
MeanDifference 

(I-J) 
Std. Error Sig. 

Variable 
Partnership 

Constellation 
Mean 

Partnership 
Constellation 

Coffee Area 
(hectare) 

Global certified 1,30 
Local certified 0,002 0,163 1,000 
Local 
conventional 0,163 0,163 0,578 

Local certified 1,30 
Global certified -0,002 0,163 1,000 
Local 
conventional 0,161 0,163 0,588 

Local 
conventional 1,14 

Global certified -0,163 0,163 0,578 
Localcertified -0,161 0,163 0,588 

Total coffee 
production 
(kg/ year) 

Global certified 1040 
Local certified 331,025* 80,995 ***0,000 
Local 
conventional 438,250* 80,995 ***0,000 

Localcertified 708 
Global certified -331,025* 80,995 ***0,000 
Local 
conventional 107,225 80,995 0,385 

Local 
conventional 601 

Global certified -438,250* 80,995 ***0,000 
Local certified -107,225 80,995 0,385 

Productivity 
(kg/ hectare) 

Global certified 968 
Local certified 423,236* 73,347 ***0,000 
Local 
conventional 285,319* 73,347 ***0,000 

Local certified 683 
Global certified -423,236* 73,347 ***0,000 
Local 
conventional -137,917 73,347 0,149 

Local 
conventional 545 

Global certified -285,319* 73,347 **0,000 
Local certified 137,917 73,347 0,149 

Coffee trees 
(trees) 

Global certified 1867 
Local certified 86,356 294,535 0,954 
Local 
conventional 497,745 294,535 0,214 

Local certified 1781 
Global certified -86,356 294,535 0,954 
Local 
conventional 411,389 290,297 0,336 

Local 
conventional 1369 

Global certified -497,745 294,535 0,214 
Local certified -411,389 290,297 0,336 

Coffee price 
(Rp/ kg) 

Global certified 54975 
Loca lcertified 375,000 508,286 0,742 
Local 
conventional 6000,000* 508,286 ***0,000 

Localcertified 54600 
Global certified -375,000 508,286 0,742 
Local 
conventional 5625,000* 508,286 ***0,000 

Local 
conventional 48975 

Global certified -6000,000* 508,286 ***0,000 
Localcertified -5625,000* 508,286 ***0,000 
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Dependent Variable 
MeanDifference 

(I-J) 
Std. Error Sig. 

Variable 
Partnership 

Constellation 
Mean 

Partnership 
Constellation 

Coffee 
revenue (Rp) 

Global certified 57422650 
Localcertified 18864575,000* 4462586,192 ***0,000 
Local 
conventional 27870400,000* 4462586,192 ***0,000 

Localcertified 38558075 
Global certified -18864575,000* 4462586,192 ***0,000 
Local 
conventional 9005825,000 4462586,192 **0,012 

Local 
conventional 29552250 

Global certified -27870400,000* 4462586,192 ***0,000 
Localcertified -9005825,000 4462586,192 **0,012 

Lead times 
(days) 

Global certified 15 
Localcertified -6,500* ,523 ***0,000 
Local 
conventional -17,500* ,523 ***0,000 

Local certified 21 
Global certified 6,500* ,523 ***0,000 
Local 
conventional -11,000* ,523 ***0,000 

Local 
conventional 32 

Global certified 17,500* ,523 ***0,000 
Localcertified 11,000* ,523 ***0,000 

***Significant p <0.01 
**Significant p <0.05 
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Summary 

The prevailing assumption among Western consumers is that buying certified coffee 
contributes positively to the economic performance of Southern actors, particularly 
smallholder farmers. Previous studies also show that economic prospects are among 
the most important reasons for farmers to participate in certification. However, 
studies researching the impacts of certification on farmers’ livelihoods show conflicting 
and inconclusive results.  Some reveal that certification has a direct and positive 
impact on farmers’ income by guaranteeing minimum   prices and contributing to a 
higher coffee productivity. Others however, conclude that certification negatively 
affectscoffee yields and production costs, and therewith-coffee revenues, whereas a 
third group of research concludes that certification has no significant impact on 
economic performance at all. With this dissertation I connect to this inconclusiveness, 
as I want to contribute to a better understanding of the influence of coffee 
certification on the economic performance of Indonesian smallholder farmers. The 
main research question is: 

What is, given the Indonesian context and characteristics of coffee certification, a 
useful way to analyze impacts of certification on economic performance of smallholder 
farmers?    

More concretely, this dissertation contributes to the existing literature in three ways: 

First, current research tends to assume a unidirectional causal relationship between 
certification and economic impact. I add a consideration about the position of the 
farmers in the value chain, and an interpretation of their economic benefits compared 
to other actors in the value chain. Different from existing research, I will treat the 
certified and conventional coffee value chain as interchangeable chains that are 
connected via personal interlinkages among actors. Second, I observed that current 
research generally neglects the role of factors mediating the relationship between 
certification and economic performance. In my research I add consideration of the 
potentially mediating influence of different types of relationships of farmers across 
marketing channels and partnerships. Third, I observed another limitation of current 
studies, which relates to their conceptualization of economic performance, namely as 
a microeconomic concept taking into account quantitative indicators on an individual 
level. In this dissertation I do the same, but add an analysis of economic performance 
from a broader perspective by focusing on monetary and non-monetary indicators for 
poverty alleviation and comparing these data for certified and conventional coffee 
farmers. 



Summary 

150 

Based on these considerations I formulated the following operational research 
questions:  

- How and to what extent does sustainability certification contribute to the 
economic performance of Indonesian farmers in the coffee value chain?  

- How is the economic rent of sustainability certification distributed among the 
actors in the coffee value chain and to what extent are smallholder farmers 
able to profit economically from participating in certification? 

- How and to what extent do different types of relationships of farmers 
(particularly the marketing channels and partnerships they are in) influence 
the economic performance of the smallholder farmers?  

- How and to what extent do certified and conventional smallholder farmers 
differ in terms of poverty and what can we expect from sustainability 
certification in terms of poverty alleviation?   

The dissertation is organized into six chapters. The first one is the introductory chapter 
that first provides a picture of the Indonesian coffee sector and coffee value chain 
before elaborating on the conceptual framework of economic performance 
andproviding an overview of prevalent coffee certification schemes in Indonesia. We 
also provide an overview of existing studies on certification and economic 
performance, resulting in the three knowledge gaps presented above. We discuss the 
relevance of this research and elaborate on challenges encounted during the fieldwork 
in Indonesia.  

In the second chapter, we examine the impact of coffee certification on the economic 
performance of Indonesian actors.  In this chapter, we conceptualized economic 
performance as a prosperity-related indicator and operationalized it through the use 
of micro-economic parameters: coffee area, total coffee production, productivity, the 
number of coffee trees, coffee prices, the total value of the production, production 
costs, and profit. In this chapter we also use the concept of ‘economic rent’ to shape 
the interpretation of economic performance. We use a value chain analysis as a 
theoretical framework to determine the economic performance of actors in the coffee 
value chain andadopted different methods (questionnaire, interviews, and a focus 
group discussion) to answer the research questions formulated in this chapter. The 
specific statistical test considered here is the analysis of variance (ANOVA). We 
conclude that all Indonesian actors benefit financially from certification on a price per 
kilogram measurement, but the differences between certified and non-certified actors 
are small. This chapter also reveals that economic rent is unequally distributed along 
the coffee value chain, as roasters receive 95.46% (for Robusta) and 83.66% (for 
Arabica) of the total economic rent (retailers excluded). Overall, certified farmers 
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produce more and better quality coffee beans resulting in higher prices per kilogram of 
coffee compared to the conventional farmers. In terms of profit however, we could not 
find significant differences between certified and conventional actors.  

In the third chapter, we argue that the type of marketing channel an actor is part of, is 
an important mediating factor influencing the economic performance of Indonesian 
actors through certification. Sustainability certifications may shorten the coffee chain 
and therewith reduce transaction costs and market risks, and improve market access, 
which may positively relate to the economic performance of actors on the coffee value 
chain. In this chapter we conceptualize economic performance as efficiency and 
equity. Efficiency is further operationalized by looking at costs, profit margins, and lead 
times, whereas equity is measured in terms of the division of marketing and profit 
margins over the actors in the channels. This chapter concludes that there are 
significant differences in economic performance among the channels, although the 
most efficient channels are not necessarily the most equitable ones. Lead times are 
significantly shorter in the certified channels compared to the conventional and mixed 
channels. Overall, certified channels are generally more efficient than conventional 
channels. Among the channels performing relatively well in terms of economic 
performance, none is a conventional channel; they are either certified or mixed. We 
conclude that certification seems to increase the chances of a good economic 
performance, but is no guarantee for it. Besides, the marketing channel an actor is part 
seems to be more important to explain differences in economic performance than 
certification. 

In the fourth chapter, we examine partnership constellations as another potentially 
mediating factor that may help to explain the effects of coffee certification on 
economic performance. We focus on the economic performance of three groups of 
smallholders; farmers participating in global certified partnership constellations, local 
certified partnership constellations and local conventional partnership constellations. 
We use a similar, but slightly adapted conceptualization of economic performance as 
in chapter 2. The difference lies in the replacement of the variables of profits and costs 
for lead times. Via a post hoc multiple comparisons Anova-test we analysedthe 
differences in economic performance, whereas a regression analysis estimated the 
strength of the relationship between partnership constellation and economic 
performance. This chapter shows that farmers participating in global certified 
partnership constellations score better on most indicators underlying our 
operationalization of economic performance than farmers in local partnership 
constellations (both certified and conventional). This can be explained by the regular 
trainings and technical assistance delivered by global certified exporting companies to 
the farmers. The regularity of these trainings helps farmers to internalize good 
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agricultural practices into their daily activities, which subsequently helps the farmers 
to improve the product quality and volume of production. Farmers in local certified 
partnership constellations do only significantly differ from farmers in local 
conventional partnership constellations for the coffee prices they receive. The former 
receive higher prices than farmers in local conventional partnership constellations. We 
conclude that partnership constellations and their underlying institutional factors (i.e. 
the provision of trainings and support) seem to play a more important role in 
explaining differences in economic performance than certification itself.  

In the fifth chapter, we examine the impact of coffee certification on economic 
performance from a broader perspective by using a macroeconomic conceptualization 
of economic performance:  poverty alleviation. In this chapter, we measure poverty 
from a monetary and a non-monetary approach. In the monetary approach, we 
compare coffee farmers’ expenditure to regionally specified poverty lines. In addition, 
we analyse the extent to which certified and conventional farmers are deprived in 
education, health and standards of living. We conclude that certified farmers have a 
significantly lower risk to end up in non-monetary poverty than conventional farmers, 
but the differences are extremely small. In the monetary approach, we could not 
identify significant differences between certified and conventional farmers. This also 
implied that farmers being classified as poor in the monetary approach are not 
necessarily poor in the non-monetary approach. This can partially be explained 
through the strong social ties that play an important role among Indonesian coffee 
farmers and make the farmers very open to share facilities such as sanitation and 
drinking water. If one farmer in a village invests in the construction of facilities, all 
farmers may benefit from access to these.  This implies that –in the Indonesian coffee 
production context- it seems more useful to analyse economic performance from a 
non-monetary approach than from a monetary approach alone. 

In the sixth chapter, we summarize the main conclusions of the four empirical chapters 
about the effects of coffee certification on economic performance. Overall coffee 
certification has a positive impact on economic performance, but the effect is very 
small. The demand for certification is mainly determined by consumers. The more 
consumers who purchase certified coffee, the more collective demand of coffee 
certification. On the other side, most smallholder farmers adopt private sustainability 
standards because of financial incentives and non-monetary benefit (i.e. community 
development program) from certification. Thus market, financial incentives, non-
monetary benefits play crucial roles to driving sustainable coffee production. It is 
understandable because adoption of coffee certification requires some stringent 
private sustainability standards–social, economic and environment standards. We 
suggest certification bodies should provide market, monetary and non-monetary 
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benefit to maintain farmers and exporters adopt the certification. Furthermore, in 
terms of public standard, the ISCoffee still needs some steps to make ISCoffee 
acceptable in the coffee market. The chapter closes by discussing future study needs in 
this field. 
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Ringkasan 

Asumsi yang berlaku di kalangan konsumen dari negara negara barat, membeli kopi 
sertifikasi berarti berkontribusi positif terhadap performa ekonomi aktor (pelaku) di 
negara Negara selatan. Studi-studi sebelumnya juga menunjukkan bahwa prospek 
ekonomi merupakan alsan kuat mengapa petani mau bergabung dalam program 
sertifikasi. Namun, hasil studi yang menganalisis dampak sertifikasi pada kehidupan 
petani masih inkonklusif. Pertama, beberapa studi mengakui sertifikasi berdampak 
positif secara langsung seperti pada pendapatan petani, jaminan harga minimum, dan 
produktivitas yang lebih tinggi. Kedua, beberapa studi menunjukkan sertifikasi 
berdampak negatif pada produksi kopi dan biaya produksi, serta pendapatan petani. 
Ketiga, studi yang lainnya menyimpulkan sertifikasi tidak mempunyai dampak pada 
performa ekonomi.Atas dasar inkonklusif dari hasil studi sebelumnya, maka melalui 
disertasi ini saya ingin berkontribusi untuk lebih memahami pengaruh sertifikasi kopi 
pada performa ekonomi petani kopi Indonesia. Adapun pertanyaan penelitiannya 
adalah:  

Dalam konteks Indonesia dan karakter sertifikasi kopi, bagaimana cara yang 
bermanfaat untuk menganalisis dampak sertifikasi pada performa ekonomi petani? 

Lebih konkritnya, disertasi ini berkontribusi pada literature melalui tiga cara yaitu: 

Pertama, riset saat ini cenderung mengasumsikan hubungan kausal secara tidak 
langsung antara sertifikasi dan dampak ekonomi. Saya menambahkan posisi petani 
pada rantai nilai, dan menginterpretasikan manfaat ekonomi yang diterima petani 
dibandingkan dengan pelaku lainnya di rantai nilai. Perbedaan dengan riset yang sudah 
ada, saya membedakan kopi sertifikasi dan konvensional di rantai nilai yang 
interchangeable dengan menghubungkan personal interlinkages diantara pelaku 
pelaku lainnya. Kedua, saya mengobsevasi riset saat ini umumnya mengabaikan peran 
factor mediasi yang menghubungan antara sertifikasi dan performa ekonomi. Pada 
riset ini, saya mempertimbangkan factor mediasi yang berpotensi berpengaruh pada 
jenis jalur pemasaran (marketing channel) dan partnership. Ketiga, saya 
mengobservasi salah satu kelemahan studi saat ini terkait dari konsep performa 
ekonomi, konsep mikroekonomi dengan menggunakan indikator kuantitatif pada 
tingkat individual. Saya melakukan hal yang sama dalam disertasi ini, tetapi saya 
menambahkan performa ekonomi dari perspective yang lebih luas yang kemudian 
fokus pada indikator moneter dan non-moneter untuk mengurangi kemiskinan dengan 
membandingkan antara petani sertifikasi dan petani konvensional.  
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Berdasarkan pertimbangan tersebut, maka saya memformulasikan pertanyaan riset 
yang lebih operasional yaitu: 

- Bagaimana sertifkasi keberlanjutan (sustainability) berkontribusi pada 
performa ekonomi petani Indonesia di rantai nilai kopi. 

- Bagaimana economic rent dari sertifikasi sustainability didistribusikan ke para 
pelaku di rantai nilai kopi dan bagaimana petani memperoleh keuntungan 
secara ekonomi setelah mereka bergabung dalam sertifikasi?  

- Bagaimana perbedaan jalur pemasaran dan partnership mempengaruhi 
performa ekonomi petani? 

Disertasi ini disusun ke dalam 6 bab. Pertama, bab pendahuluan yang mendeskripsikan 
sector kopi Indonesia dan rantai nilai kopi dengan menyediakan overview dari skema 
sertifikasi kopi saat ini di Indonesia. Disertasi ini juga memberikan gambaran tentang 
studi-studi saat ini tentang sertifikasi dan performa ekonomi, menghasilkan tiga 
kesenjangan pengetahuan (knowledge gaps). Kita juga mendiskusikan relevansi riset ini 
dan mengelaborasi rintangan yang dihadapi saat melakukan studi lapang di Indonesia. 

Pada bab dua, kami menguji dampak sertifikasi kopi atas performa ekonomi aktor di 
Indonesia. Pada bab ini, kita mengkonsepkan performa ekonomi sebagai indikator 
kemakmuran. Dan dioperasionalisasikan melalui parameter mikroekonomi: luas kebun 
kopi, total produksi kopi, produktivitas, jumlah pohon kopi, harga kopi, total nilai kopi 
(pendapatan dari kopi), biaya produksi, dan keuntungan (profit). Pada bab ini saya juga 
menggunakan konsep economic rent untuk mempertajam interpretasi performa 
ekonomi. Kita menggunakan analisis rantai nilai sebagai kerangka teori untuk 
menentukan performa ekonomi pelaku di rantai nilai kopi dan menggunakan metode 
yang berbeda (kuesioner, interview, dan diskusi grup) untuk menjawab pertanyaan 
penelitian yang sudah diformulasikan pada bab ini. Uji statistik spesifik yang 
dipertimbangkan adalah analysis of variance (ANOVA). Kami menyimpulkan bahwa 
semua aktor Indonesia memperoleh manfaat secara finansial dari sertifikasi dalam 
bentuk harga per kilogram, tetapi perbedaan antara aktor yang mengadopsi sertifikasi 
dan aktor konvensional kecil. Bab ini juga menyatakan bahwa economic rent 
didistribusikan secara tidak merata di sepanjang rantai nilai ekonomi, karena roaster 
menerima 95,46% untuk kopi robusta dan 83,66% untuk kopi arabika dari total 
economic rent (retailers excluded). Secara umum, petani sertifikasi memproduksi lebih 
banyak dengan kualitas kopi yang lebih baik menghasilkan harga kopi yang lebih tinggi 
per kilogramnya dibadingkan petani konvensional. Tetapi untuk keuntungan, kami 
tidak menemukan perbedaan yang signifikan antara aktor sertifikasi dan aktor 
konvensional. 
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Pada bab ketiga, kita berargumen bahwa jenis jalur pemasaran merupakan faktor 
penting yang mempengaruhi performa ekonomi Indonesia aktor melalui sertifikasi. 
Sertifikasi sustainability mungkin memperpendek rantai nilai kopi dan mengurangi 
biaya transaksi serta resiko pasar sehingga memperbaiki akses market yang kemudian 
berdampak pada performa ekonomi aktor di rantai nilai kopi. Pada bab ini, kami 
mengkonsepkan performa ekonomi sebagai efisiensi dan keadilan. Efisiensi kemudian 
dioperasionalkan melalui variabl biaya, margin keuntungan, dan lead times, sedangkan 
keadilan didefinisikan sebagai pembagian margin pemasaran dan margin keuntungan 
seluruh aktor di jalur pemasaran tersebut. Pada bab ini kami menyimpulkan bahwa ada 
perbedaan yang signifikan pada performa ekonomi antar jalur pemasaran, meskipun 
jalur pemasaran yang efisien belum tentu merupakan jalur pemasaran yang adil. Lead 
times lebih pendek untuk jalur pemasaran sertifikasi dibandingkan jalur pemasaran 
konvensional maupun jalur pemasaran campuran. Secara umum, jalur pemasaran 
sertifikasi lebih efisien daripada jalur pemasaran konvensional maupun jalur 
pemasaran campuran. Kami menyimpulkan bahwa sertifikasi nampaknya 
meningkatkan performa ekonomi yang baik, tetapi tidak ada jaminan untuk itu. Selain 
itu, jalur pemasaran lebih penting menerangkan perbedaan performa ekonomi 
daripada sertifikasi. 

Pada bab empat, kami menguji konstelasi kerjasama (partnership constellations) 
sebagai faktor lain yang berpotensi menghubungkan dampak sertifikasi pada performa 
ekonomi. Kami fokus pada performa ekonomi dari 3 grup petani yaitu petani sertifikasi 
yang bekerjasama dengan perusahaan global, petani sertifikasi yang bekerjasama 
dengan perusahaan lokal dan petani konvensional yang bekerjasama dengan 
perusahaan lokal. Kita menggunakan konsep yang hampir sama dengan konsep yang 
kami gunakan pada bab dua. Perbedaannya pada variabel keuntungan dan biaya serta 
lead times. Berdasarkan uji ANOVA, kami menganalisis perbedaan performa ekonomi, 
dan analisis regresi untuk mengestimasi kekuatan hubungan antara konstelasi 
kerjasama dengan performa ekonomi. Bab ini menunjukkan bahwa petani sertifikasi 
dalam konstelasi kerjasama global mempunyai skor yang lebih baik untuk kebanyakan 
indikator performa ekonomi daripada petani yang berada pada konstelasi kerjasama 
lokal (baik sertifikasi maupun konvensional). Kondisi ini dapat dijelaskan melalui 
pelatihan dan bimbingan teknis (technical assisstance) reguler yang disediakan 
perusahaan eksportir global untuk petani. Pelatihan reguler membantu petani 
menginternalisasikan “good agriculture practices”dalam kehidupan mereka sehari hari 
sehingga memperbaiki kualitas produksi kopi dan meningkatkan volumenya. Hanya 
ada perbedaan harga antara petani sertifikasidan petani konvensional dalam konstelasi 
kerjasama lokal. Petani sertifikasi dalam konstelasi kerjasama lokal menerima harga 
kopi lebih tinggi daripada petani konvensional dalam konstelasi kerjasama lokal. Kami 
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menyimpulkan bahwa faktor institusional (seperti pelatihan dan bantuan lainnya) 
nampak lebih berperan penting dalam menjelaskan performa ekonomi daripada 
sertifikasi itu sendiri.  

Pada bab lima, kami menguji dampak sertifikasi kopi pada performa ekonomi dari 
perspektif yang lebih luas dengan menggunakan konsep makroekonomi yaitu 
pengurangan kemiskinan (poverty alleviation). Pada bab ini, kami menggunakan 
kemiskinan dari pendekatan moneter dan non moneter. Pada pendekatan moneter, 
kami tidak dapat mengidentifikasi perbedaan yang signifkan antara petani sertifikasi 
dan konvensional. Ini berarti petani yang diklasifikasi miskin menurut pendekatan 
moneter tidak serta merta menjadi petani miskin menurut pendekatan non-moneter. 
Hal ini diebabkan petani Indonesia memiliki keterikatan sosial yang kuat sehingga 
mereka saling membagi fasilitas publik seperti sanitasi dan air minum. Jika satu petani 
membangun fasilitas (misalnya air minum) maka petani lain juga dapat menggunakan 
fasilitas ini. Ini berarti untuk menganalisis performa ekonomi petani Indonesia Nampak 
lebih bermanfaat jika menganalisis performa ekonomi ditinjau dari pendekatan non-
moneter dibandingkan pendekatan moneter saja. 

Pada bab enam, kami meringkas kesimpulan dari empat bab empiris tentang dampak 
sertifikasi pada performa ekonomi. Secara umum sertifikasi mempunyai dampak 
positif pada performa ekonomi, tetapi dampaknya sangat kecil. Permintaan sertifikasi 
itu terutama didorong oleh konsumen. Semakin banyak konsumen yang membeli 
sertifikasi kopi, semakin banyak sertifikasi kopi diadopsi. Pada sisi lain, sebagian besar 
petani yang mengadopsi “private sustainability standards” lebih disebabkan oleh 
insentif finansial dan manfaat non moneter (seperti program pembangunan 
komunitas) dari sertifikasi. Oleh karena itu, pasar, insentif finansial dan manfaat non 
moneter sangat penting untuk mendorong perkembangan sertifikasi kopi. Hal ini dapat 
dimengerti karena adopsi sertifikasi kopi berarti meminta petani untuk mengikuti 
peraturan yang lebih rumit dari private sustainability standards” terkait standar sosial, 
ekonomi dan lingkungan. Kami menyarankan badan sertifikasi seharusnya 
menyediakan pasar dan manfaat baik moneter dan non moneter agar petani dan 
eksportir tetap mengadopsi sertifikasi. Selanjutnya untuk sertifikasi ISCoffee sebagai 
public standard dibutuhkan beberapa langkah agar ISCoffee dapat diterima di pasar 
kopi. Bab ini diakhiri dengan merekomendasikan studi lanjutan lain di masa yang akan 
datang. 
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Valorization 

Valorization is defined as “the process of creating value from knowledge, by making 
knowledge suitable and/ or available for social (and/or economic) use and by making 
knowledge suitable for translation into competitive products, services, processes, and 
new commercial activities”(Maastricht promotieregelement, 2013). That is, making 
knowledge suitable and available for social use. The part on availability suggests that 
everybody in society should have access to the knowledge I have created. For this 
purpose, this dissertation willbe made available at the Website of Maastricht 
University. Several chapters underlying this dissertation are also already published in 
international, peer-reviewed journals; some of them open access. Therefore, the 
availability of my research findings is assured. In this regard, valorization seems to be 
an easy task. However, there is another word in the definition that needs our 
attention, namely “suitable”.  The knowledge I have created should be relevant to both 
the epistemic community and society in general, especially to the stakeholders who 
have been the subject of my research. For this purpose, knowledge resulting fromthis 
dissertation will be disseminated not just to the academics in my field of studies, but 
also to the Indonesian government, nongovernmental organizations, exporters, 
farmers and society in general.  

I suggest to reach these stakeholders and to disseminate results underlying this 
dissertation via the so-called Tri Dharma Perguruan Tinggi, three obligatory principles 
of higher education in Indonesia, comprising of education and teaching, research, and 
community services, see Figure 1 (UU No 12 Tahun 2012 Pasal 1 Ayat 9). First, 
education is a conscious and planned effort to create an atmosphere of learning 
processes to actively develop students’ potential which makes education a relevant 
route to disseminate knowledge to for society. A second pillar within the Tri Dharma 
Perguruan Tinggi comprises research conducted according to scientific rules and 
methods, of which this dissertation is an example. Third, pengabdian masyarakat 
(community services) explicitly refer to knowledge disseminating to abroader audience 
and to specifying the practical relevance of research findings to the community at 
large. Valorization as defined in the beginning of this chapter has thus strong linkages 
with the third principle of the “Tri Darma” (i.e. community services). 
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Figure  1. Tri Dharma Perguruan Tinggi 

Community Services 

Knowledge, science, and technology should not be restricted to academic communities 
or only preserved in the university library, as the ultimate goal of research is to 
contribute to humanity. Research should be made available to a larger audience in a 
way that is understandable and salient to them. Community services may play an 
important role in both (availability and saliency of knowledge). Community services 
imply informing, disseminating, and applying information and technology obtained 
through research for the benefits of society by university employees. This activity is 
non-profit oriented, supported and even required by Indonesian universities, and can 
be done either by individuals or by groups of researchers. Through community 
services, I expect that governments, non-governmental organizations, actors in the 
private sector and farmers maybenefit from my research findings. They may 
subsequently use this knowledge and provide feedback that may improve my future 
research. 

Social and Economic Relevance 

This research provides thought-provoking insights into the impact of private 
sustainability standards (certification) on the economic performance of Indonesian 
coffee actors. The reason underlying the analysis of this research is no general 
conclusion on whether certification beneficial to economic performance or not. 
Previous empirical studies show certification provides economic benefits such asyields, 
productivity and income (CIDIN, 2012; Van Dijk and Trienekens, 2012; Bacon, 2005), 
while others find no substantial impact (Van Dijk and Trienekens, 2012; Beuchelt and 
Zeller, 2011; Valkila, 2010) or even negative impact (Shumeta et al., 2012; Gilbert, 
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2008; Green and Warning, 2008) on economic performance. We focus on the 
Indonesian actors in the coffee value chains becauseIndonesia is the fourth largest of 
coffee producing country in the world. The research aims to contribute to existing 
knowledge and literature that might develop critical awareness among academic 
scholars as well as all related coffee stakeholders. Therefore, the researchoffer a more 
thoughtful and guidance to improve the economic performance of Indonesian actors in 
the coffee value chain in order to get better understanding what barriers and enablers 
factors faced the Indonesian actors in their daily practices to produce more sustainable 
coffee for private policies and public policy as well as regulations.  

The research might help to develop policy-relevant evidence to the implementation of 
coffee certification more effective and more beneficial to coffee producers particularly 
farmers. The four empirical studies provide an overview of impact analysis that 
certification hardly affect economic performance in Indonesia. This dissertation show 
some barriers and enablers to improve sustainable coffee production and to make 
coffee certification more beneficial to farmers. First, coffee certification provides small 
monetary benefits (e.g. premium price) for farmers. Second, most farmers face lack of 
access to some provision of services (i.e. regular trainings, technical assistance, credit). 
We conclude that some institutional factors (i.e. regular trainings, technical assistance, 
and credit) contribute to increase productivity and improve economic performance of 
farmers. Three, the existence of poor infrastructure quality constrains to improve 
economic performance of farmers and alleviate poverty in rural areas. Fourth, a low 
bargaining power of farmers that may negatively influence farmers ‘potential to 
benefits from economic rent and thereby increase their selling prices and possible 
generate increased profit particularly in harvest time. 

The five actors that lead to improve economic performance of farmers in Indonesia are 
certification bodies, exporters, government, NGOs, and university/ research institutes. 
First, certification bodies should create certification programs not only focus on 
monetary benefits (e.g. price premium) but also non-monetary benefits such as 
community development programs. Second, the research could be used by the 
Indonesian government, exporters and NGOs to develop more programs regarding 
farmers’ skill and adequate capital by providing farmers more access to some provision 
of services. Third, as we see that the research finding also show that a remoteness and 
poor quality of infrastructure are also serious problems in Indonesia, the government 
should build more infrastructures. Fourth, the problem is not only poor quality of 
infrastructure, but also lack of access to capital. The government and exporters should 
provide farmers more access to credit to intensify coffee production in order to 
enhance the productivity. For example, the Indonesian government strengthens the 
existing of warehouses receipt (resi gudang) that might be help farmers to reduce 
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coffee price instability at harvest time. Farmers can store their coffee bean in a 
warehouse and make them eligible collateral for loans. Warehouse receipts may also 
show transfer of ownership if farmers may sell their coffee beans after 3-5 months at 
the normal market price. Five, the dissertation provides information to NGOs and 
universities/ research institutes to empower farmers through regular trainings and 
technical assistance as well as community development programs. They can search 
more grants for developing partnership in order to deliver more training and technical 
assistance through farm field school as well as purchase agricultural equipment. 
Theycan help farmers keep their coffee plantation more profits and build equity which 
is important to potential expansion. Six, universities and research institutes may 
investigate more factors that could more beneficial for farmers and encourage farmers 
to increase productivity. Universities and research institutes may also initiate 
partnership model and develop more network to more enlightened partnership that 
could more improve economic performance of farmers in Indonesia.  

Target Groups and Activities 

Certification aims to produce more coffee production in sustainable way and improve 
economic performance of Indonesian actors in the coffee value chain. In order to 
achieve its goals, farmers should be empowered with knowledge and skills to increase 
their awareness on sustainability. The research therefore might help to get better 
insights not only to academic scholars but also all related stakeholders. We should 
make the research easy to understand and more usable for all coffee actors in 
Indonesia. Concretely I suggest making presentations on research findings at a national 
coffee gathering where certification bodies, NGOs, farmers, local governments and 
ministries, and exporters are present so that they gain new knowledge onthe Impact of 
coffee certification. Presentations and colorful flyers may also be useful for 
certification bodiesto better understand problems faced by Indonesian actors in the 
coffee value chain and the impact of the implementation of certification on the 
economic performance of coffee farmers. The Ministry of Agriculture and the 
Association of Indonesian coffee exporters may be informed through direct hearings 
on the importance of regular training and technical assistance to the farmers to 
improve coffee yields and adopt safe and environmentally friendly practices. In these 
hearings I suggest to leave space for responses and questions from the audience to 
allow for a more detailed exposure of our research findings. Ideally we could assist in 
formulating programs to increase the productivity of Indonesian smallholder coffee 
production and to improve the welfare of coffee farmers.  For example by first 
explaining the barriers faced by farmers in gaining access to credit in a multi-
stakeholder workshop, to subsequently discuss options to expand access to credit for 
farmers with the Ministry of Agriculture, the Ministry of Economy, the Ministry of 
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Cooperatives, The Bank of Indonesia, and other financial institutions (e.g. cooperatives, 
banks). 

Research findings from this dissertation may also help to change the stigma that coffee 
farmers need exporters, whereas the exporters do not really need the farmers and 
only do them a favor in the provision of training.  To this end, we could start with 
visiting AEKI (the Association of Indonesian Coffee Exporters) and explain that coaching 
and capacity building being performed by exporters for coffee farmers may not only 
allow the farmers to become more productive, but may also enable the exporter to 
increase the volume of their coffee export. If exporters increase the price being paid to 
farmers, the latter may be better able to intensify their production which may lead to a 
mutual symbiosis as it will also allow the exporter to sell more beans and hence 
increase their profit.  

Last but not least, farmers as the crucial actors in the coffee value chainmay also 
benefit from this research as we offer leverage points to improve their welfare. It also 
reveals that participation in certification is beneficial for them, albeit to a limited 
extent. I also intend to valorize my research findings via education at the University of 
Indonesia in Jakarta to which I will return and where I will both perform the function of 
a researcher, lecturer and a consultant. This dissertation provided me useful 
experiences to better understand academic procedures and explain these in a more 
accessible way to actors outside the academic environment, clients and ordinary 
people. Furthermore, by attending conferences, seminars and workshops at home and 
abroad by presenting our research findings, also make the results of our research is 
known by a wide audience, not limited to domestic scholar but also scholar abroad. 

Innovation 

Although this dissertation won’t lead to technical innovations, it can be considered 
innovative in its theoretical and empirical elements. 

 

Theoretical 

• Development of a conceptual framework on the relationship between 
sustainability certification and economic performance. 

• Comprehensive analysis on the economic performance comparing certified 
and conventional actors, through direct way and potential mediating factors 
by operationalizing the concept of economic performance on microeconomics 
and macroeconomics indicators. 
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• The development and implementation of an impact tools and approach based 
on the value chain analysis and elaborated into a policy driven approach and 
problem driven approach to increase sustainable production and improve 
economic performance of actors in the value chain.  

• Contribution to the theoretical development of the poverty concept  
 

Empirical 

• We assess the impact of coffee certification on economic performance of all 
coffee actors in the Indonesian coffee value chain 

• We compare the efficiency and equity on certified, conventional and mixed 
coffee marketing channels in Indonesia. 

• Explorative study to the role of partnership constellations in Indonesia  
• We investigated the impact coffee certification on poverty alleviation by using 

monetary and non-monetary approach simultaneously at the same time. 
 

Implementation  

As I mentioned earlier, the scientific dissemination activity spread out in various 
activities. An article, newsletters, policy brief provide public access to information 
concerning the actions and policies on the effectiveness of certification programs to 
improve economic performance of all actors in the value chain particularly in farmers. 
Using many grant funders (e.g. donors, NGOs, the Indonesian ministry) for community 
services program will help farmers and other coffee stakeholders to improve their 
coffee production as well as their economic performance. The interactive workshop 
and talk shows on television, radio and cable networks will get more insights and 
better understanding on sustainability standards per se.   
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List of Abbreviations and Acronyms 

4C Common Code for the Coffee Community 
A Arabica 
AICE Association of Indonesian Coffee Exporters 
Anova Analysis of Variance 
BPS  BadanPusatSatistik/Statistical center bureau 
C Certified 
CAFÉ Practices Coffee and Farmer Equity Practices 
CIDIN Centre for International and Development Issues 
COSA (the) Committee on Sustainability Assessment 
Co Conventional 
D Domestic 
Df Degree of freedom (statistical test) 
DIKTI Direktorat pendidikan tinggi/ the Directorate General  
DKF the German CoffeeAssociation of Higher Education 
Exp (B) Exponentiated Beta coefficient  
FG Farmer group 
FGD Focus Group Discussion  
FGKUBE Farmer Group and KUBE 
FLO  Fairtrade Labelling Organization 
FT Fairtrade 
GAPs Good Agricultural Practices 
GCPC Global certified partnership constellations  
GDP  Gross Domestic Product 
GI Geographical Indication 
GTZ German Development Cooperation Agency  
GVC  Global Value Chains 
ha hectare 
ICCRI  Indonesian Coffee and Cocoa research Institute 
ICIS International Centre for Integrated Assessment and Sustainable 

Development 
ICO International Coffee Organization 
ICS  Internal Control System 
IM International market 
Inofice Indonesian organic farming certification 
ISCoffee Indonesian Standard Coffee 
ITC International Trade Center 
kg  kilogram 
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KNAW Koninklijke Nederlandse Academie van Wetenschappen  
KPMG Klynveld Peat Marwick Goerdeler 
KUBE Kelompok Usaha Bersama/Joint-business group 
LCPC Local certified partnership constellations  
LCoPC Local conventional partnership constellations  
m meter   
M Mixed 
MM Marketing margins 
NGO  Non-Governmental Organization 
OECD  Organization for Economic Cooperation and Development 
PM Profit margins 
R Robusta 
RA  Rainforest Alliance 
Rp Rupiah 
S.E Standard Error 
SAN  Sustainable Agriculture Network 
SCP Sustainable Coffee program 
Sig. Significance 
SNI  StandarNasional Indonesia/the National Standard of Indonesia  
SPIN Scientific Programme Indonesia-Netherlands (SPIN) 
SPSS  Statistical Package for the Social Sciences 
TSPN the Trade Standards Practitioners Networks 
USA  United States of America 
USDA U.S. Department of Agriculture  
USD United States Dollar 
UTZ  UTZ Certified 
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