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The role of commercial tea plantations and farmer association in poverty alleviation:
A case of rural area in Central Java Province, Indonesia

Megita Ryanjani Tanuputri (The United Graduate School of Agricultural Science, Ehime
University), Hu Bai (Faculty of Agriculture, Ehime University)

1. Introduction

Central Java Province accounted for 10% of the National production of tea (Directorate
General of Estate Crops, 2019). As the labor—intensive business, the existence of commercial
tea plantations has huge impact on for smallholder’s livelihood. Smallholders play a vital
role in food security and sustainable agriculture. However, they are the most vulnerable
actors in the supply chain as facing many limitations such as financial, human resource, and
access to market. The role of agriculture cooperative may encourage the value added of
smallholders and develops the “countervailing power” (Valentinov, 2007). The
multidimensional approach of poverty alleviation can be elucidated from the interrelationship
between actors in tea supply chain. Therefore, this study aims to identify and clarify in
what extent the role of commercial tea plantations and farmer associations encouraging poverty

reduction in the rural area of Central Java.

2. Methodology

This case study approach focused on the three main regencies in Central Java: Batang
Banjarnegara and Pekalongan. The in—depth interviews were conducted during October to
December 2019 and September to December 2020. A hundred of smallholders and 39 middlemen were
participated in this study. Interviews with commercial plantations and farmer associations

were conducted to confirm and enrich the information from smallholder and middleman.

3. Results and Discussion

The smallholder, middleman, and commercial plantation play prominent role on the tea value
chain. The demographic information of tea smallholder in Central Java indicates that the
smallholder is highly depending on the tea farming. The further analysis shows that most
smallholder in the class 2 (Table 1) typically are full-time tea farmer with high dependency
on tea farming. Otherwise, most smallholder with 1-2 Ha land area are less dependent.

Table 1. The monthly on-farm income and farmer status of smallholder based on the classification of land area

Monthly on—farm income (%) Farmer status (%)

Class of tea land area N

Mean SD Full-time Part—time
1 (£0.25 Ha) 32 78. 330 18.9 53.1 46.9
2 (> 0.25 Ha — < 0.50 Ha) 23 84. 6° 17.2 78.3 21.7
3 (> 0.50 Ha - < 1 Ha) 21 76. 0% 23.0 61.9 38.1
4 (> 1 Ha - <2 Ha) 12 67.1° 20.1 41.7 58.3
5 (> 2 Ha) 12 73.3%0 16. 4 66.7 33.3

Note: The significance level of Independent-samples Kruskal-Wallis test is 0.10. The ® and * indicate the subset, meaning that

the area with similar subset shows a set of means that are not significantly different from each other



Based on the interviews, three main roles of commercial tea plantation are identified. First,
creating job opportunities for smallholders and middleman through building the factories,
hiring staffs and labors workers, and hiring designated collectors. Second, giving
educational support for their selected partners. Lastly, giving training and assistance to
increase the capability of their partners. The farmer association evidently play a
consequential role on sharing marketing information, training and assistance and facilitating
negotiation, as shown in Figure 1. However, the smallholders do not perceive the role of farmer
association on facilitating the purchase of input production, advice on production technology,
provision of facility, and financial support. Therefore, pro—active actions from farmer

association administrators and local government support are urgently needed

100

Percentage (%)

Discount on Production Ability to use Marketing Training and Financial Facilitating
input technology  association’ s  information assistance support negotiation

production advisor Facility with buyer

@Pckalongan ®@Banjarnegara ®All

Figure 1. The role of farmer association perceived by tea smallholder in Pekalongan and Banjarnegara regency

4. Conclusion

Most smallholders and middleman depend their livelihood on tea farming. The prominent role
of commercial plantation is described as an effort to support poverty alleviation and farmer
empowerment. The three main roles of commercial tea plantations are 1) Creating job
opportunities, 2) Giving particular educational support, and 3) Encouraging farmer
self-development through training and assistance. Certainly, those roles need to be improved
with a stronger joint commitment between commercial plantations, smallholders and middlemen.
The role of farmer association also contributes to the farmer empowerment and strengthen of
farmer bargaining power. Farmer empowerment in terms of decision—making power and
organizational strengthening can be continuously improved with the collaboration from other

supply chain actors as well as support from the local government.
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What Changes Increase Vendor Farmer’ s Satisfaction?

—In case of Farmers’ Market in Taiwan—

Erika MUKUTA (Chiba University Graduate School of Horticulture),
Seiichi SAKURAI (Chiba University Graduate School of Horticulture)

1. Introduction

In recent years, fruit and vegetable distribution structures have become increasingly diverse
in Taiwan to satisfy diverse consumer needs (Mukuta & Sakurai, 2020). Marketing channels
have been formed, from distribution via the wholesale market, distribution outside the market
including such as farmers’ markets. As in Japan, many small-scale farmers participate in
Taiwan's agriculture. Direct sales are popular sales channels for small-scale farmers selling
directly to consumers through farmers' markets and Japanese-style farmers' markets (Curtis,
2010; Liao et al., 2017). In addition, the Agriculture and Food Agency supports efforts to expand
sales channels and to establish processing facilities for farmers' market vendors. The number of
farmers’ market vendors has been increasing.

This presentation specifically examines farmers' markets, which are fundamentally
important sales destinations for small-scale farmers. To investigate what changes increase
vendor farmer satisfaction at a farmers’ market, we administered a questionnaire survey to
vendors and verified changes using multivariate analysis. Earlier studies have included
analyses of the small-scale farmer profitability (Timmons & Lee, 2010; Lee, Liu & Chang, 2020).
Many case studies and consumer-focused studies have elucidated Taiwan's direct sales

marketing. Nevertheless, few analyses have specifically examined farmers' market vendors.

2. Data and Method
(1) Data

We conducted a questionnaire survey of vendors to investigate changes that might induce
direct sales to stores. The main survey items are physical changes (e.g. production, sales, and
production items) and psychological changes (e.g. exchange between neighboring farmers and
vendors, health and fulfillment) by selling local products at farmers' markets. Respondents
answered each question with a five-point Likert scale. The survey target location, survey period,

and respondent attributes are as the same as those reported by Mukuta and Sakurai (2020).

(2) Method

We conducted a £test to compare the farmers' markets and Japanese-style farmers' markets.
Two items (production and packaging) were found to have significant difference. No significant
difference was found for other items.

Those changes were classified into four categories by correlation coefficient: exchange,
psychology, economy, and labor. Subsequently, we conducted correlation analysis between four
categories and confirmed a lack of multicollinearity. We adopted binomial logit analysis for

investigating what changes have affected farmers' market vendors.



3. Results and Conclusion

Binomial logit analysis was done with a dependent variable of overall satisfaction, and four
explanatory variables of changes and respondent attributes. The respondents’ shipment history
was divided into three categories. Table 1 presents estimation results of the binomial logit model.
Psychological changes showed a positive and significant difference (shipment history: Middle,
Short, All). Age showed positive effects (shipment history: Short), whereas the time to the store
showed the negative effects (shipment history: All). Respondents who reported psychological
changes tended to have higher overall satisfaction.

We consider that Farmers' Markets have the function of boosting psychological changes

representing fulfillment and increasing overall vendor satisfaction.

Table 1 Estimated results of changes by period of shipment (binomial logit model)

Dependent Variables:If overall satisfaction is 5(=1),4 = (=0)

Explanatory variables Long Middle Short All
Variable Coefficient SE  Coefficient SE  Coefficient SE  Coefficient SE
Change Exchange 0.729 0.754 0.659 1.221 1.620 1.189 0.603 0.476
Psychology -0.123 0.915 3.136 ** 1.378 2.684 * 1.685 1.510 *** (.584
Labor 0.333 0.959 -1.120 1.447 -0.960 1.462 -0.146 0.522
Economic 0.533 0.825 -0.940 0.958 -0.433 0.850 -0.083 0.360
Attribution Age -0.161 0.312 -0.526 0.676 1.267 * 0.718 -0.082 0.218
Time(farm to store) -0.652 0.578 -0.956 0.706 -0.841 0.732 -0.775 **  0.315
Constant -4.380 4.793 -3.860 6.619 -17.493 *  9.755 -6.634 ** 3,142
N 29 24 30 83
PseudoR? (Nagelkerke R?) 0.1942 0.5225 0.6150 0.3051
Log Likehood 34.8219 21.3332 20.6441 91.0400
Hosmer—Lemeshow test X’ p value X’ p value X’ p value x° p value
6.102 0.636 5.862 0.633 10.168 0.253 9.535 0.299

Note: *** ** and * denote significance at 1%, 5%, and 10% levels.

Abbreviation: SE, standard error.
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An Econometric Analysis of Drivers of China’s Fruit Import Expansion:
With Focus on the Impact of China-ASEAN FTA

Xue PENG, Jinhu SHEN, Chieko UMETSU
(Graduate School of Agriculture, Kyoto University)

1. Introduction

With the extraordinary economic growth, China’s fruit consumption increased to 97.93kg in 2017.
Fruit import takes a large share in China’s total agricultural import. But fruit category always received
few attentions in ex post empirical studies compared with other agricultural products. The purpose of
this study is to investigate the drivers of China’s fruits import from ASEAN as well as the trade effect
of ACFTA.

2. Methodology

Adopting a pragmatic perspective, the application of Gravity model is introduced to form four log—
linear regressions with Driscoll-Kraay standard error estimators. A panel data set from UN Comtrade
and World Bank is utilized covering the period of 1998~2018, including six ASEAN countries
(Indonesia, Malaysia, Myanmar, Philippines, Thailand and Vietnam) and seven main fruit export

countries (Australia, Chile, Ecuador, New Zealand, Peru, South Africa, United State).
3. Result and Discussion

The empirical result is shown in Table.1. Column (1) tries to investigate drivers of China’s fruit
import from ASEAN, and the coefficients suggest that China’s economic growth is the most important
factor. In column (2), ASEAN countries are divided into low-income and low-middle-income groups,
and trade diversion effect within ASEAN is identified. In column (3), six ASEAN countries and seven
other countries are included in the dataset, the result indicates the existence of trade creation effect
induced by the establishment of FTAs. Finally in column (4), it shows that impact of each FTA is not
always positive.

4. Conclusion

Our findings include: i) China’s economic growth is the most contributed factor for China’s fruit
import, and ASEAN’s economic growth also plays an important role; ii) FTAs generally stimulates
China’s fruit import from FTA members, trade creation effect is identified, but the establishment of
ACFTA did not really facilitate fruit export to China, nevertheless, the total import volume kept
increasing during the past 10 years; iii) Trade diversion effect is identified within ASEAN. Comparing
with low-middle-income countries, low-income countries, in this study, Myanmar and Vietnam, receive
less benefit as a result of the over dependence on primary products, the term of trade might get worse in
the future unless these countries take actions.

We suggest that ASEAN governments should not excessively rely on trade creation effect of

ACFTA. Rather, focusing on the improvement of total factor productivity is more pragmatic to achieve



the economic growth. In addition, in order to receive more FDI to improve storage and infrastructure
(which is quite essential to fruit export), present policies about cooperation under the Belt & Road

Initiative should be maintained.

Table 1 Empirical Result

Variables (1) (2) (3) 4
InGDP;: 1.90%** 2.23 %% 2.52%%* 3.02%x*
(0.122) (0.123) (0.297) (0.202)
InGDP;; 0.7 7% 0.45 0.7 7%+ 1.08%x+
(0.205) (0.296) (0.238) (0.240)
Indis;; —5.50%*x —5.85%*x —1.99%*x —3.94%%x
(0.538) (0.596) (0.676) (0.489)
InPrice;, —1.03%*x —1.16%*x —1.05%*x —1.60%*x
(0.139) (0.132) (0.286) (0.404)
ACFTA —0.617***
(0.155)
Tarif fReduce; ;; 0.42%*
(0.180)
ACFTA1 0.22
(0.291)
ACFTA2 —1.25%%x
(0.222)
FTA1 0.91#x
(0.365)
FTA2 1.74%x* 2.70%**
(0.612) (0.736)
FTA_ASEANiit —1.17%%*
(0.148)
FTA_AUS;; 0.35
(0.377)
FTA_CHL;;; 6.19%x*
(1.064)
FTA_NZL;j 1.46%*
(0.565)
FTA_PER;;: 4.85%%x
(1.076)
Constant 40.80%x* 43 4] %% 6.50% 16.79%**
(4.708) (5.515) (3.604) (3.298)
Observations 126 126 271 271
Group 6 6 13 13
R—squared 0.6517 0.6892 0.3762 0.5228

Dependent variable: country j’s fruit export to China
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Natural disasters and migration choice in Vietnam
—The impact of EL NINO with household data—

Huynh Thi Kim Uyen (Graduate School of Global Food Resources, Hokkaido University),
Yoko SAITO (Research Faculty of Agriculture, Hokkaido University)

1. Introduction

In the period from mid-2015 to 2016, Vietnam was hit by severe droughts and floods under EL NINO, and
18 provinces declared the state of emergency and government distributed 10 thousand tons of rice to those
areas, and agricultural sector was severely damaged by losing 61.6 percent all crops (FAO, 2016). As is
found in Koubi (2016), sudden environmental events such as drought induce internal migration of household
member. Remittance, therefore, is the major coping measure for the household damaged by the natural
disaster (Koubi, 2016; Halliday, 2006). However, as indicated by Mozumder (2008), private transfer, which
is the remittance from non-household members, is another important coping measure as the ex-post risk
management strategy, especially in case of massive natural disaster, which widely broadcasted. The purpose
of this analysis is to investigate the impact of private transfer, remittance from non-member, on the migration
decision of household compared to that of remittance from household members.
2. Data

We employed the household data of Vietnam Access to Resources Household Survey (VARHS), and
constructed panel data by following the analytical framework of Halliday (2006) (Table 1). We defined the
dependent variable of migration model as binary, setting one if the change in number of migrants is positive
between 2014 and 2016, and zero otherwise. This binary variable of one indicates the decision of household
sending (additional) members to compensate the income loss from the natural disasters in previous two years.
And variable L2gis indicates the condition of households in 2016. If the household was affected by natural
disasters and lost income, the dummy of loss takes one. Variables Zy14 represent household demographic
condition such as number of household members in school and number of household labor force. We
estimated the parameters of empirical model (2) assuming logistic function.

D(AM > 0) = f(Lz016,Z2014) 1)

D; = a + pid_loss + B, d_remit + 3 d_remit_loss + [, d_ptrans + s d_ptrans_loss
+ fgincome + fr;number_in_school + fghead_gender + Byhead_education

+ Bio labor_force + e; @)

Table 1. Descriptive statistics

Variables in the model 2014 2016
Migrant Num. hhs had more migrants in 2016 (had loss in 2016) 282 (43)
Num. hhs had migrants 491 397
Loss Num. hhs had loss from natural disasters 329 296
Num. hhs received private transfers (and had loss) in 2016 1,571 (134)
Num. hhs received remittances (and had loss) in 2016 93 (17)

Note: Number of households is 2,588 in both years.
Descriptive statistics in Table 1 indicates 10.8% of households either raise the number of migrant or newly



send the member to migrate. Although the number of households which declared that experienced loss from
natural disaster is only 43 among 282, migration rate of 10% is quite high indicating the risk-diversification
strategy of the households in post EL NINO periods.
3. Results and discussion

Although the loss of natural disaster itself does not have a significant impact on change in migration, the
signs of all the estimated parameters follow our expectation and significant (Table 2). Probability of increase
the migrant is negatively related with the household which received remittance in 2014, meaning that
households with migrant in 2014 reduce the probability of raising further sending migrant. The households
experienced loss and received remittance (in 2016) shows positive relationship with the probability of
sending migrants. This indicates that sending labor is the important coping method for those household
experience loss to recover from natural disaster. On the other hands, households received private transfer
increase the probability of raising number of migrants, while it has negative effect in case of households with
loss.

The results are contradictory between .
y Table 2. Estimated parameters

remittance from household members and

remittance from non-household members. Coef. Std. Err

Households with loss increase the probability of 0SS 0.347 0.272
sending members to migrate, while those d_remiteo1s) -1.231 0.434 ***
received private transfer keep their family d_remiteois)_loss 3.161 0.637 ***
members at home. Households  which d_pri_transeozs) 0379 0150 **
experienced the loss from natural disasters may d_pri_transozs,_l0ss .0.888 0429 **
try to further diversify the income risk by .
sending additional migrant and raising the INCOME per person 0.000 0.000 ===
income share from remittance. Private transfer, ~ NUmber in school 0.241 0.064 ***
which sent from friends or relatives who  head_gender 0.425 0.170 **
generally do not have deep connection, can be head_education 0.083 0.020 ***
recognized as the temporary support which help number of labor force 0.433 0.048 ***
households with loss to stay original location and con L4870 0292 ***
prevent household members from migration. Our :

. L Log likelhood -792.10
results revealed the different functionality of
remittance depending on the sources from observation 2,588
household member and from non-member. Note: **, *** indicate significant at 5% and 1%.

4. Conclusion
Our analysis revealed the remittance is recognized differently by the households depending on its sources.

Private transfer may help household member to stay home temporarily in case of natural disaster, but in

longer view, loss induce migrant labor from households.
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