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Abstract

This working paper identifies and explains the findings in agricultural, commodity crops and forestry
commodities, which are important to the community at the AgFor project sites. The project sites are
located in Bantaeng and Bulukumba districts, South Sulawesi, and Konawe and Kolaka districts in
Southeast Sulawesi. The critical components highlighted in this working paper include: types of
chosen products, products’ value chain, involved market agents, the role of women in the value chain,

the rising issues, and opportunities to overcome these issues.
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1.Introduction

An intermediate outcome (objective) of the Agroforestry and Forestry in Sulawesi (AgFor) project is
improved, sustainable and gender-equitable use of agroforestry and forestry products for livelihoods
by poor women and men. A baseline study was conducted to identify the current condition, set
priorities, and outline options that could be taken. Part of the baseline study addressed how to
facilitate the establishment of small and medium enterprises, using as an indicator the percentage
increase in the capacity of women and men to establish and manage natural resources-based

enterprises.

This working paper identifies and explains the findings in agricultural, commodity crops and forestry
commodities, which are important to the community at the AgFor project sites. The project sites are
located in Bantaeng and Bulukumba districts, South Sulawesi, and Konawe and Kolaka districts in
Southeast Sulawesi. The critical components highlighted in this working paper include: types of
chosen products, products’ value chain, involved market agents, the role of women in the value chain,

the rising issues, and opportunities to overcome these issues.

This working paper is divided into several parts: the introduction which explains the survey activity
background; the survey method which explains the method and validity of data collection; and the
survey results, divided based on crop type. The last part reviews marketing problems in each province
and recommendations for project intervention activities. All available information is based on
researchers’ observations on site, with references cited when appropriate. This working paper is based
on the results of households, livelihoods, gender and market surveys implemented by various

members of the AgFor team.



2.Survey Method

The survey used the Rapid Market Appraisal (RMA) method to identify and appraise the product flow
from production to consumption, as well as opportunities and problems related to the commaodity
market system, and to understand the management and performance of the product marketing system.
Snowball sampling was used to identify involved market agents, relying on the respondents to provide
information about other individuals in their marketing networks. The appraisal started from farmers
continuing to consumers at the district level. To ensure the validity of the acquired data, focus group

discussions with farmers and traders were conducted at each survey site.

3. Survey Results

The marketing team, working in conjunction with the profitability team, undertook surveys in twelve
villages and hamlets in Bantaeng and Bulukumba districts, South Sulawesi, and eleven villages in

Konawe and Kolaka districts, Southeast Sulawesi, as described in the following tables:

Table 1. Marketing survey locations in South Sulawesi Province

District Subdistrict Village
Bantaeng Tompobulu Pattaneteang
Bungeng
Campaga
Gantarangkeke Bajiminasa
Sinoa Bonto Karaeng
Bantaeng Kayu Loe
Morowa Bonto Mate’'ne
Bulukumba Herlang Karassing
Tugondeng
Kindang Borong Rappoa
Kajang Tanatowa
Bulukumpa Balang Pesoang




Table 2. Marketing survey locations in Southeast Sulawesi Province

District Subdistrict Village
Konawe Asinua Ambodiaa
Asinua Jaya
Uepai Anggawo
Rawua
Lambuya Wanuahoa
Besulutu Lawonua
Kolaka Poli-polia Taosu
Tirawuta Tasahea
Simbune
Tinondo Lamunde
Ladongi Ladongi

The AgFor project stresses the empowerment of women’s role in livelihoods’ improvement. The
tables and graphs below show the comparison between numbers of women and men respondents in

the marketing survey at each location.

Table 3. The gender comparison of marketing survey respondents in South Sulawesi Province

District Subdistrict Village Men Women

Bantaeng Tompobulu Pattaneteang 2 5
Bungeng 1 1

Campaga 7 2

Gantarangkeke Bajiminasa 3 1

Sinoa Bonto Karaeng 3 5

Bantaeng Kayu Loe 4 0

Morowa Bonto Mate’'ne 2 3

Bulukumba Herlang Karassing 4 1
Tugondeng 3 0

Kindang Borong Rappoa 1 1

Kajang Tanatowa 2 4

Bulukumpa Balang Pesoang 1 1

Total 33 24
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Figure 1. Marketing Survey: Comparison between Male and Female Respondents in

Bantaeng district, South Sulawesi
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Figure 2. Marketing Survey: Comparison between Male and Female Respondents in

Bulukumba district, South Sulawesi



Table 4. The gender comparison of marketing survey respondents in Southeast Sulawesi Province

District Subdistrict Village Men Women

Konawe Asinua Ambodiaa 0 1
Asinua Jaya 1 3

Uepai Anggawo 1 1

Rawua 2 0

Lambuya Wanuahoa 4 2

Besulutu Lawonua 1 1

Kolaka Poli-polia Taosu 1 0
Tirawuta Tasahea 2 0

Simbune 1 1

Tinondo Lamunde 1 1

Ladongi Ladongi 2 1

Total 15 11
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Figure 3. Marketing Survey. Comparison between Male and Female Respondents in

Konawe district, Southeast Sulawesi
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Figure 4. Marketing Survey. Comparison between Male and Female Respondents in

Kolaka district, Southeast Sulawesi

Based on the completed survey, those agricultural and forestry products which have been planted by

the community and also considered as important in contributing to household income are listed below.

Corn (Zea mays)

Survey results for western Bantaeng reveal that corn is an essential commodity for the communities,
mainly in the Kayu Loe and Bonto Karaeng area, because this commodity brings a relatively
significant income and is also used as food. The community currently produces hybrid corn that has a

shorter production time.

After harvest, most of the corn is kept for food, while some is sold. Before sale some of the corn is
first processed in a thresher, separating the corn from the cob, before being sun-dried. When dried, the
processed corn is packed in sacks and sold. The unprocessed corn cobs are normally sun-dried and
then packed in sacks and sold. All farmers sell their corn through collectors, who go house to house to
buy the corn stock. Famers and collectors negotiate a price before payment is made and the collector
takes the corn sacks to be reprocessed and sold to large-scale traders. Collectors normally repeat the
drying and quality selection process before they sell their corn cobs to large-scale traders. Large-scale
traders will not process the products, except for maintaining the product quality by separating and

discarding rotten corn.
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Figure 5. The corn product flow diagram

Potatoes (Solanum tuberosum), shallots (Allium cepa L.) and other root
crops

These agricultural products can be found in large quantities in northern Bantaeng district, particularly
in Bonto Karaeng and Kayu Loe. These products have a similar marketing chain. After harvesting the
crop, farmers select the best-quality products for sale to local and provincial markets. Unsold
commodities are consumed by the household. The product flow of these local commodities is shown

in the diagram below.

Farmers Local Collectors Consumers

Farmers Local Consumers

Figure 6. The product flow of these local commodities diagram

Coffee (Coffea robusta)

Coffee was identified as important at almost every survey site. It is the main product in Campaga
village, Bantaeng district. In other areas in Kolaka and Konawe districts, coffee is produced in lower

volume.

Before the coffee is sold, the farmers will sun-dry and then place it in sacks. Coffee is sold to
collectors. Collectors go from house to house to buy coffee from farmers at an agreed price. Farmers
usually acknowledge the price from collectors, not directly from the market. Collectors usually do not
add value to the coffee beans. They will directly sell the beans to large-scale traders, either in the
nearest town, or in Makassar. From Makassar, the coffee beans are selected based on quality and then

sent to coffee-processing plants in other parts of Sulawesi or Java.



Farmers Local Traders District Traders Provincial plants

Figure 7. The coffee product flow diagram in Sulawesi

Clove (Syzygium aromaticum)

This crop can be found in upper Bantaeng district, such as in Tompobulu subdistrict and its
surroundings, all the way to the east to the border with Bulukumba district, at Borong Rappoa village.
Farmers in Bungeng informed the survey team that cloves are harvested at a very precise stage
(brilliant red calyx and presence of petals) in order to get the correct quality of cloves. The best stage
normally occurring in August. The fresh cloves are then separated from the debris and sun-dried on a
cement area or on mats for 2-3 days. The cloves are then cooled before being placed in a dry sack.
Farmers do not actively participate in the marketing process; they usually wait for local collectors to
arrive and offer a price. Farmers then negotiate and sell to the highest bidder. Women farmers usually

conduct the selling and negotiating process.

On average, a young tree of seven years will yield up to 2 kg of dried cloves. A tree of more than 20
years can yield up to 70 kg of dried cloves. Clove farmers accepted the prices offered by the local
collectors. They do not search for information on current market price, although they do search for
information regarding clove quality. Complete cloves with petals attached are considered the best and

valued at a higher price.

Dried leaves are also collected for clove leaf oil processing. Collectors collect leaves prepared by
farmers in sacks or by raking leaves from the farmer’s clove garden. Usually collectors gather 3 kg

per household and process them in a privately owned refinery.

Provincial

) Factories
Traderes/Exporter

Farmers Local Collectors Local Traders

Figure 8. The Clove product flow diagram

The sorting process for better selling quality is done at the farmers’ level. Local collectors and

provincial traders might sort the product again before sale to factories.
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Figure 9. The Clove product flow diagram

Cocoa (Theobroma cacao)

Sulawesi has the greatest area of cocoa production in Indonesia. The government, through the
Department of Agriculture, implemented a national cocoa movement that prioritised Sulawesi as the
centre of Indonesia’s cocoa production. This reflects the importance of the commaodity to the national
and local economies. Cocoa has become the main source of livelihood for communities in South and
Southeast Sulawesi, including Campaga, Balang Pesoang and Kayu Loe in Bantaeng district, South
Sulawesi, and Anggawo, Lawonua, Wonuahoa, Ambondia, Lamunde, Simbune, and Taosu in

Konawe and Kolaka district in Southeast Sulawesi.

The marketing system for cocoa is similar to that of coffee. Cocoa farmers sun-dry their cocoa beans
for 2-3 days and then place them in sacks to be sold. The dry cocoa beans are sold to collectors who
go house to house buying cocoa beans from the farmers at an agreed price. Farmers usually accept the
price from the collectors. Only a few farmers interviewed make price comparisons by visiting city

markets or contacting relatives in different districts.

Provincial level

trader/exporter Large manufacturer

Farmer Local collector

Figure 10. The Cacao product flow diagram

Fruits

Fruits identified in this survey, in approximate order of income importance to income, were rambutan
(Nephelium lappaceum), langsat (Lansium domesticum), durian (Durio zibethinus), mangosteen
(Garcinia mangostana), cashew (Anacaddium occidentale) , banana (Musa paradisiaca) and avocado
(Persea americana). Few fruits produced on farms are consumed by households, the majority are

sold, accounting for up to a fifth of the total livelihood of communities. Based on observation, people



sell tree-ripened fruits from their houses with minimal product handling. The fruits are sold by piece
for durians and avocados, and by various units for others species. In South Sulawesi fruit production
and sales are important are Balang Pesoang in Bantaeng district and Borongrappoa in Bulukumba

district. In Southeast Sulawesi, various fruits are sold in almost all project sites.

Farmers Collectors Consumers

Farmers Consumers

Figure 11. The fruit product flow diagram

Timber

Karassing, Tugondeng and Tanatowa village in Bulukumba district, and Anggawo and Asinua Jaya
village in Konawe district have potential as suppliers of timber that support community livelihood.
The available timbers are, in order of importance, mahogany (Swietenia macrophylla), gmelina
(Gmelina arborea), teak (Tectona grandis), sengon (Paraserianthes falcataria), vitex (Vitex
cofassus), and suren (Toona sinensis). Most of the timber is used for house building, furniture and
boats. The local names for manufactured timbers are ‘kolapi’, ‘kayu merah’ and ‘ponto’. Asinua Jaya

community uses ‘kayu nona’ (Metrosideros petiolata) to make charcoal.

Trees in home gardens are cut down according to existing regulations, such as for timber that will be
sold or transported within the district a permit from the village chief is sufficient. However, if the
timber is to be transported out of the district or province, the permits required are more complicated,
with consequential cost implications. Similar to timber sales in Java, timber traders are burdened by
transaction fees because of unclear regulations on timber distribution, inviting the creation of ‘extra-
legal fees’ (Perdana et al, 2012). This affects the farmers’ bargaining power. Good quality timber can

be valued low by traders because of the uncertainty of transaction costs.

Some sawmills were observed in the project area, but their conditions were not adequate to process
timber in large quantities, so timber traders send their timber to other areas, such as Bonto Bahari or

Herlang in Bulukumba district, that has an existing boat building industry.

- 10 -



Similar to that in Java (Perdana et al, 2012), the flow of the timber trade in the project sites is shown

in the diagram below.

Provincial

Traders Manufacturers

Farmers Collectors Local Sawmills

Figure 12. The timber product flow diagram

Candlenut (Aleurites moluccana)

Candlenut is the leading product at all project sites in Bantaeng and Bulukumba districts. Harvested
once a year, this product can provide significant income for households. The marketing system is
simple. Farmers usually sell peeled candlenuts to collectors, who resell it to large-scale traders.
Traders then pack the candlenuts in shipping-standard sacks for transport to various areas in

Indonesia. Candlenut product flow is explained in the diagram below.

Provincial

Traders/Exporters Manufacturers

Farmers Collectors

Figure 13. The candlenut product flow diagram

Coconut and copra (Cocos nucifera), coconut sugar

Based on on-site observation, coconut trees are present in almost every backyard and the fruit is used
for food by the community. Tugondeng village, Bulukumba district, is the centre for coconut products
in the form of coconut sugar. Meanwhile, Tasahea village in Kolaka district produces copra. Almost
every village in the AgFor project sells whole coconuts for food. The product flow of whole coconuts
is very simple because it does not need added value. People producing whole coconuts are not

concerned with the sale price as long as their trees are still productive and reliable for their livelihood.

Farmers Consumers

Figure 14. The candlenut product flow diagram
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Farmers producing coconut sugar have added significant value to their product before they sell it, by
cooking the sugar and hardening it in a cylinder or block shape of a certain size. Coconut sugar
producers sell their products to several types of traders, such as local market traders, large traders and
even directly to supermarkets. All market and large traders take their supply to Tugondeng based on

an agreed order and price before they pick up the product.

Farmers Traders Consumers

Farmers Traders Manufacturers Consumers

Figure 15. The coconut sugar product flow diagram

Farmers producing copra sun-dry the coconut wedges for a few days and wait for collectors to
purchase their product. The price is often set by collectors. After agreeing on a price, sacked copra
will be sent to large-scale traders in Makassar, and shipped to factories and used as the basic material

for cooking oil and other foods.

Farmers Local collectors Traders Manufacturers Consumers

Figure 16. The copra product flow diagram

Sago (Metroxylan sago)

Based on early observation, sago is a major food staple for people in the project area in Southeast
Sulawesi, second only to rice. The survey revealed that areas around Asinua Jaya, Konawe district,
are the center of sago production. Sago trees are harvested from the swamps around forests and
floated across the river to the villages for extraction. The extraction is done in groups and yield is
shared based on an agreement between group members. The sago is then sold to collectors and taken

to the market or factories, as shown in the diagram below.

- 12 -



Farmers Local Collectors Traders Factories Consumers

Farmers Traders Consumers

Figure 17. The sago product flow diagram

Patchouli (Pogostemon cablin)

Patchouli cultivation spreaded to the study area in 2010. Many people sell patchouli in Kolaka district.
Communities in Konawe district have seized the opportunity to produce patchouli as well, with some
already harvesting. Patchouli farmers at the moment only rely on collectors who go house to house to
purchase the product. Harvested patchouli is usually sun-dried in the yard for two days and then
cooled before being placed in sacks. Collectors often set the price and do not add value to the product.
They resell the product to patchouli refineries. After the product is refined, it will be sold to Surabaya

for further reprocessing.

Farmers Local Collectors Local Refineries Factories Consumers

Figure 18. The patchouli product flow diagram

4. Marketing Problems and Recommendations

A ubiquitous problem that emerged at the farmers’ level is unpredictable price fluctuations. The
farmers suspected that the prices are controlled by the collectors, but collectors also experience
difficulties with price fluctuations. This is caused by factors beyond the control of either party, high
supplies of corn at downstream industries, for example at the corn flour factories in Surabaya. Such
excess stocks decrease the buying price at the collector and farmers levels. Similarly, seasonal

fluctuations in harvest volume, cause the price to sink or skyrocket.

The problem faced by the potato, shallot and tuber farmers is the scarce supply of high quality
planting material, which may cause them fail to maintain or achieve the expected market quality with

each harvest.

- 13-



Coffee, like other leading commodities in Sulawesi, has an inefficient marketing system, including
insufficient value adding, resulting in a weak negotiating position for farmers and low sales. Coffee
trees bear fruit for a relatively long time and support people’s livelihoods over that period. To achieve
full value to farmers, the commodity requires appropriate post-harvest processing, such as adding
value by drying, roasting, packing and grinding. In this case, capacity-building training on product

processing and marketing strategies is needed.

The rising problems related to clove and candlenut come from factors beyond marketing, such as
weather changes, which affect the harvest pattern and schedule. Clove farmers should be introduced to
the concept of clove agroforesty systems, that produce multiple products, to diversify their production

and reduce their risks.

Cocoa farmers have difficulties determining the price because it is strongly controlled by collectors.
This survey also found a lack of cocoa value added processing by the farmers, resulting in decreasing
prices. Another problem beyond marketing issues comes from pod borer pests that decrease the fruit
quality, causing it to rot before harvest. Sulawesi cocoa beans are in high demand, but an
improvement of the post-harvest quality is needed, such as adding value by the drying, fermentation,
packing and other processes. As with coffee, if cocoa farmers sell products with a higher sales value,
the traders’ buying price will also increase. In this case, capacity-building training to increase product
marketing strategies and introducing group marketing as an alternative strategy to strengthen
negotiating position are needed. Cocoa farmers should also be introduced to a cocoa agroforestation
concept to diversify their cash crops and reduce risks. Further research is required in this area. It is
important to note that the government, research and industry specialists have not yet dealt seriously

with the cocoa pest problem.

Based on observation, fruits have the potential to become the main source of the communities’
livelihoods. There are many value added opportunities to make fruit products, that may be limited
only be the creativity of communities and individuals. Packaging can also be made more attractive to
increase the sales appeal and move to upscale market sectors. The project can also help the
community who harvests their fruit, by creating a market closer to the fruit source. Big supermarkets
in Makassar or even in Surabaya can be invited to develop the fruit potential at the project site. The

first step in such a process is to increase the community’s capacity to add value to fruit products.

Asinua Jaya project site in Konawe district has the worst road access compared in the project area. It

needs serious attention. Women interviewed in this survey described how poor road access made it

- 14 -



difficult to sell quality bananas thatwere in high demand in what should be accessible markets. Much
of banana harvest is wasted. As with the case of bananas in West Java (Tukan et al 2006), if farmers
produce a quality products traders will increase the price they offer. Capacity-building training on

product processing and marketing strategies is needed.

For timber products, considering the price is often set by traders, the AgFor project can develop a
collective marketing system to increase economies of scale and thus farmers’ negotiating position . In
the long term, the local timber industry can be developed to avoid the regulatory disincentives, which

adds to the transaction cost and uncertainty.

Sale price is the main problem for coconut and copra producers. This can be managed by bringing the
market closer to the farmers. If the retail and manufacturing sector can be brought closer to the raw
material sources, transaction costs will be reduced, and if the farmers can comply with desired market

standards, the sale price will increase.

Similar to coconut farmers, sago farmers face a sale price problem. Like many other products, sago
farmers do not possess the skill to add to increase the value of sago. Based on observation, sago
farmers only sell wet sago packed in sacks, which are put on display in front of their houses to attract
the collectors’ attention. The project can provide training on how to add value to the sago product,

which later can be sold in different forms with higher value.

Similar to other products, patchouli has a problem with price, which tends to fluctuate drastically.
Additionally, information on how to harvest and refine patchouli to produce a higher-quality product
is not widely known in the project area. The AgFor project could launch training on patchouli

production and processing as a means of increasing farmers’ livelihoods.
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5. Conclusion

Smallholders’ markets and marketing systems in South and Southeast Sulawesi are similar to those in
other parts of Indonesia and can be characterized as practically monopsonistic, where collectors and
traders dictate terms to their suppliers—the smallholder producers. Those smallholders have a low
sense of value creation by not understanding what traders and consumers really need, and basically
selling what grows instead of producing what sells. To fully engage in market opportunities it is

imperative for smallholders to understand their target market and develop active marketing strategies.

Results from the study demonstrate some obstacles, but there are opportunities for farmers to access
more lucrative value chains. Such as increasing their awareness of market chains and market
specifications, engaging in post-harvest processing to increase the value of the commodity, and
expanding their role in the value chain. Key factors to address including improving smallholders’ crop
management to produce products with higher potential value, the barriers faced by new market
participants, the bargaining power of buyers (i.e. traders or collectors), possible substitutes to products

in related industry, and competition among smallholder producers.
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