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ABSTRACT

The Robusta coffee value chain in Wonogiri Regency, Central Java, Indonesia in this study is investigated from
the structure, economic performance, and the role of the producers in enhancing smallholder integration. Data were
collected via mixed methods from 33 respondents including farmers, producer organisations, collectors, whole-
salers, processors, and cafe owners. Seven marketing channels were identified: traditional routes dominated by
intermediaries to more vertically integrated routes involving producer organisations and small-medium proces-
sors. Value chain mapping showed that farmers produce mostly fresh cherries, and downstream players do major
value-adding activities like drying, hulling, roasting, grinding, and packaging. Economic analysis showed that mar-
keting margins and profit vary considerably between channels. Profits reached Rp 61,070/kg in channels where
producer organisations and small-medium processors perform downstream processing. On the contrary, tradi-
tional channels gave collectors and wholesalers the highest margins, while farmers received low returns. Across
channels led by producer organizations, the share of the final consumer price ranged from 34.48% to 44.62%. Re-
sults indicate that organisational coordination, value addition, and market access are necessary for smallholder
benefits improvement. Despite positive trends, challenges including limited processing capacity at the farm level,
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poor infrastructure, and weak market linkages remain. A strong producer organisation, improved access to process-

ing technologies, and institutional support are necessary for inclusive and sustainable value chain development.

Keywords: Robusta Coffee; Value Chain Analysis; Marketing Channels; Producer Organizations; Smallholders; Eco-

nomic Performance; Indonesia

1. Introduction

Coffee, the most widely traded agricultural com-
modity, is produced by more than 125 million people

in more than 70 countries(!.

Coffea canephora - Ro-
busta is the main crop of the global coffee sector and sup-
ports small farmers in tropical lowland and mid-altitude
regions!?l. Robusta is mainly appreciated for its resis-
tance to pests and diseases, tolerance to marginal envi-
ronments, and relatively high yield under minimal input
conditions. In Indonesia, coffee is an important agricul-
tural exportand rural livelihood source, and around 96%
of production is managed by smallholders. Robusta ac-
counts for 74% of national coffee production, totaling
570,000 of 774,000 tons harvested in 2022 3], Indonesia
is the fourth largest coffee producer and second largest
Robusta exporter in the world [,

In this national context, the Wonogiri Regency in
Central Java is an attractive place to cultivate robusta cof-
fee, especially in the southeastern highland zone of Pegu-
nungan Seribu and Lawu. Coffee production is concen-
trated in some subdistricts like Girimarto, Jatipurno, Tir-
tomoyo, Bulukerto, and Slogohimo at elevations of 400
to 800 metres above sea level - conditions ideal for Ro-
busta growth. The cultivated area increased from 149
hectares in 2020 to 182 hectares in 2024, and produc-
tion increased from 44,481 kg to an estimated 47,765
kg in 202451, This increase reflects the growing inter-
estand investment of farmers in coffee as a regional eco-
nomic commodity.

However, despite its increasing importance, the Ro-
busta coffee sector in Wonogiri still faces several barri-
ers to competitiveness and inclusion. Smallholder farm-
ers are often the primary producers and face structural
bottlenecks along the coffee value chain such as low in-
put quality, poor extension services, poor post-harvest
handling, price volatility, asymmetric market informa-

tion and weak bargaining power in downstream trans-

actions!®l. Multiple intermediaries further diluted pro-
ducer margins and reduced incentives for quality im-
provement [7], In addition to this, weak horizontal coor-
dination between farmers and fragmented vertical links
with markets and processors prevent smallholders from
equally benefiting from value added along the chain.
Value chain analysis (VCA) provides a way to sys-
tematically assess these dynamics: flow of products, in-
formation, service, and value from production to end
markets. VCA highlights key actors, governance mech-
anisms, cost structures, and performance inefficiencies
and identifies improvement strategies to improve value

capture and inclusion[®°],

VCA can be applied to cof-
fee to diagnose market failures, promote institutional co-
ordination, and design policy interventions to increase
smallholder resilience and competitiveness.

Important institutional actors in agriculture value
chains are producer organisations such as farmer groups
or cooperatives. Producer organisations (POs) are im-
portant actors in improving the participation of small-
holders in agricultural value chains through aggregation,

processing, and market access 1]

. However, their per-
formance varies widely. Some POs are successful due to
strong governance, access to processing facilities, and es-
tablished market links that help them create more value.
Some organisations lack resources, have weak internal
capacity, and poor downstream connections, limiting
their ability to improve member outcomes!!l, Under-
standing these factors is essential to improve PO per-
formance and ensure they deliver real benefits to small-
holder farmers. In many parts, including Wonogiri, pro-
ducer organisations have limited capacity, weak inter-
nal accountability, and little influence on market gover-
nance. Thus, they are not yet sufficiently applied to raise
smallholders and restructure unequal power relations in
the value chain [*2,

Coffee value chain studies in Indonesia mostly fo-

cus on Sumatra, Sulawesi, and other regions at the na-
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tional level ('3 141, However, there has been no empirical
research dedicated to specifically studying the Robusta
coffee value chain at the regional or districtlevel, particu-
larly in Central Java, Wonogiri Regency. Additionally, the
existing literature has paid little attention to the role and
effectiveness of producer organisations, such as farmer
groups and cooperatives, in improving smallholder inte-
gration, reducing information asymmetries, and improv-
ing value capture in Robusta coffee chains. Also, there
are only a few studies that follow a complete value chain
analysis framework involving structural mapping, eco-
nomic assessments, and institutional constraints in new
Robusta-growing areas, such as Wonogiri. This study
aims to fill the gaps by conducting a detailed and lo-
calised assessment of the structural and economics per-
formance of the Robusta coffee value chain, focusing on
the role of producers’ organisations in enhancing partic-
ipation and access to the smallholder market.

Given this background, this work is conducted to as-
sess the robusta coffee structure, performance, and the
role of producer organisations in smallholder outcomes
in Wonogiri Regency. The specific objectives are: (1)
mapping the structure and actors of the Robusta coffee
value chain. (2) evaluate the economic performance of
value chains in terms of value distribution, cost-benefit
flows, and producer margins; (3) evaluate the contribu-
tion of producer organisations in value chains to small-
holder integration and market participation. This work
contributes to empirical evidence and the body litera-
ture on inclusive agricultural value chains. It also pro-
vides insight into policy issues related to rural develop-
ment, value chain upgrading, and institutional strength-

ening in emerging coffee regions.

2. Materials and Methods

2.1. Study Area and Research Design

This study was carried out in the Wonogiri Regency,
Central Java, Indonesia - specifically in the southeast-
ern highland subdistricts of Girimarto, Jatipurno, and
Jatiroto, which are recognised as the three highest Ro-
busta coffee-producing areas in the region. These loca-
tions, situated at elevations between 400 and 800 me-

tres above sea level, offer favourable agroecological con-

ditions for Robusta cultivation, including moderate tem-
peratures, adequate rainfall, and fertile soils.

The research adopted a qualitative and quantita-
tive approach to provide a comprehensive assessment of
the Robusta coffee value chain. A multistage sampling
strategy was applied. Multistage and snowball sampling
techniques were used to identify relevant actors in cof-
fee value chains. In the first stage, 20 Robusta coffee
farmers from Girimarto, Jatipurno, and Jatiroto were
purposively selected to represent the production base.
In the second stage, using information obtained from
these farmers through snowball sampling, institutional
actors involved in the marketing of coffee were identi-
fied. These included producer organisations, local col-
lectors, and small- to medium-scale processors. Subse-
quently, based on the direction of product flows and mar-
keting links revealed by these institutional actors, down-
stream actors such as cafés and wholesalers were also
included in the sample.

The total sample of this research is 33 respon-
dents, which is considered enough for qualitative re-
search, which emphasises detailed information and case-
specific research. Due to the relatively small size of Ro-
busta coffee in Wonogiri and the research objective of
studying actors and institutions in the coffee value chain,
the researcher used purposive and snowball sampling so
that respondents with the most relevant information are
included. According to established qualitative research
standards, especially for case studies, a sample size of 15
to 30 respondents is generally sufficient to achieve infor-
mation saturation, where additional respondents are un-

(151 This approach enabled

likely to provide new insights
the study to capture vertical and horizontal links within
the value chain. The distribution of the respondents sam-

pled by actor category is presented in Table 1.

2.2. Data Collection

This study used primary and secondary data
sources to analyse the Robusta coffee value chain in
the Wonogiri Regency. From July to October 2024, pri-
mary data collection was carried out through semi-
structured interviews, key informant interviews (KII)
and field observations. 20 selected Robusta coffee farm-
ers from Girimarto, Jatipurno, and Jatiroto subdistricts
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were sent semi-structured questionnaires. These instru-
ments recorded production practices, the cost of farm-
ing, input usage, post-harvest handling, and marketing
information. Exploring the institutional and marketing
dimensions of the value chain involved key informant
interviews with producer organisations (PO), local col-
lectors, wholesalers, small-to medium-scale processors
and cafe owners. These interviews covered product
flows, price formation, post-harvest handling, the cost
of marketing, value addition, and coordination mech-
anisms along the chain. Farming conditions, process-
ing facilities, and organisational practices were docu-

mented through field observations in addition to inter-
view data. The audio-recorded interviews were all tran-
scribed with prior consent.

Secondary data came from institutions such as the
Central Bureau of Statistics (Badan Pusat Statistik - BPS),
which provided official statistics on coffee production
volumes and cultivated areas. Other information was ob-
tained from Dinas Perkebunan Jawa Tengah (Provincial
Plantation Agency) regarding local development trends
and support programmes. The academic literature and
previous research were also reviewed for empirical sup-

port of the study.

Table 1. Respondents.

No Value Chain Actors Number of Respondents
1 Coffee farmers 20
2 Producer organisations 3
3 Local collectors 4
4 Wholesalers 2
5 Small-medium processors 2
6 Caffe owners 2

2.3. Data Analysis

The study used a Value Chain Analysis (VCA) frame-
work with a focus on three interrelated analytical dimen-
sions: structure, performance, and governance[& 91, This
framework enabled a comprehensive assessment of the
roles, economic benefits, and institutional dynamics of
the actors shaping the Robusta coffee value chain in the

Wonogiri region.
2.3.1. Value Chain Mapping

To analyse the structure of the value chain, value
chain mapping was conducted to identify key actors,
their roles, and the flow of products and information
161 The

mapping also considered the direction and strength of

from farm-level production to final markets!

the linkages between actors and how these relation-
ships shaped the flow of coffee and the distribution of
value. Functional flow diagrams were constructed to vi-
sualise the interactions among actors and the sequence

171 This structural mapping

of value-adding activities!
helped uncover potential bottlenecks, duplication, and

weak links within the chain.

2.3.2. Economic Performance Analysis

To evaluate the economic performance of the Ro-
busta coffee value chain, the study analysed profitabil-
ity, the distribution of margins between actors, and
the share of farmers!'® 1%, Key performance indicators
were calculated using primary data on operational ex-
penses, sales prices, and marketing costs reported by
farmers, collectors, wholesalers, processors, and café
owners.

The marketing margin (MM) was calculated as the
difference between the selling price (SP) and the pur-
[20]

chase price (PP) at each node
MM =SSP - PP

The gross marketing margin (GMM) was calculated
to assess the portion of the final selling price retained

before deducting marketing costs:

SP— PP

MM =
¢ SP

x 100%

The net marketing margin (NMM) included cost ad-
justments and was calculated as:
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SP — (PP + MC)
SP

NMM = x 100%

where MC represents the marketing cost incurred by
each actor.

The farmer’s share (FS) of the final consumer price
was assessed to evaluate the proportion of value re-
tained by producers:

_ Farmgate Price

FS x 100%

Consumer Price

In addition to these standard measures, the study
also performed a margin distribution analysis to evalu-
ate how the total value added along the chain was shared
among the actors. The margin distribution for each actor
was calculated using the following formula:

Margin of Actor

Margin Distribution(%) = Total Chain Margin

x 100%

where the margin of the actor is the individual margin

earned by a specific actor (e.g., farmer, collector, proces-
sor). The total chain margin is the total difference be-
tween the final consumer price and the initial farmgate

price.

3. Results

3.1. Demographic and Socio-Economic
Characteristics of Coffee Farmers

Table 2 presents the demographic and socioeco-
nomic profiles of the coffee farmers surveyed. House-
hold heads averaged 53.6 years of age and ranged from
21 to 80 years, suggesting that middle-aged to older
farmers work in coffee production. The mean education
was 5.48 years, with some respondents having no edu-
cation and some reaching 16 years, reflecting the wide
variation in educational attainment.

Table 2. Demographic and socio-economic characteristics of coffee farmers.

Variable Mean Min Max Standard Deviation
Age of household (year) 53.6 21 80 12.27
Education level (year) 5.48 0 16 3.44
Household member (number) 3.28 1 6 0.88

Total land holding (ha) 1.22 0.05 8 1.21

Land allocated for coffee (ha) 0.66 0.01 5 0.79
Number of coffee plants 895.5 40 22,500 2169.91
Experience of farming (year) 4.2 1 16 3.12
Involved in farmer group (dummy) 0.61 0 1 0.48

Household sizes averaged 3.28 members with a
minimum of 1 and a maximum of 6, suggesting small to
moderate-sized families. The average total land hold-
ing was 1.22 hectares, with 0.66 hectares for coffee cul-
tivation. However, there was heterogeneous land own-
ership, from 0.05 to 8 hectares of total landholding and
0.01 to 5 hectares of coffee land, as shown by the table.

The average farmer managed 895.5 coffee plants,
with an extremely variable range of 40 to 22,500,
reflecting different scales of production in the home. The
average experience was 4.2 years, suggesting a relatively
recent involvement in coffee cultivation among many re-
spondents. Moreover, 61% of farmers reported mem-
bership in farmer groups indicating moderate institu-

tional participation which may affect access to informa-
tion, resources, and markets. These findings show that
coffee producers vary in demographic and structural
conditions.

3.2. Value chain mapping of robusta coffee
in Wonogiri

The value chain mapping of Robusta coffee in
Wonogiri in Figure 1 reveals a complex structure that
involves multiple actors, functions, and market channels
from input provision to final consumption. This section
presents the composition of actors, the flow of products,
marketing channels, and the functional roles of each ac-

tor in the value creation process.
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Figure 1. Value chain mapping of coffee in Wonogiri.

3.2.1. Product flow and Marketing Chan-
nels

The flow of coffee products from the farmer to
the consumer follows seven distinct marketing channels,
reflecting varying degrees of integration and value addi-

tion.

a. Channel 1: Farmers — Local Collectors - Whole-
salers— Primary Processors — Consumers

b. Channel 2: Farmers — Local Collectors = Whole-
salers — Cafés — Consumers

c. Channel 3: Farmers — Producer Organizations —
Primary Processors — Consumers

d. Channel 4: Farmers — Producer Organizations —
Cafés — Consumers

e. Channel 5: Farmers — Producer Organizations —
Consumers

f. Channel 6: Farmers — Small and Medium Proces-

sors — Cafés — Consumers
g. Channel 7: Farmers — Small and Medium Proces-
sors = Consumers
Channels 1 and 2 represent traditional multi-actor
trade routes with limited value retained by producers.
On the contrary, channels 5 to 7 reflect more integrated
value chains where producers or SMEs capture more

downstream functions and associated value.

3.2.2. Actors and Their Roles in the Value
Chains

The Robusta coffee value chain in Wonogiri in-
volves a number of interdependent actors that create
value through production, processing, distribution, and
marketing. The roles and functions of each actor are

summarised as follows:

a. Input Suppliers: They are agro-input dealers -
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and sometimes local kiosks - that provide basic
farming inputs such as coffee seedlings, fertilisers,
agrochemicals, and tools. Their function is funda-
mental in promoting agricultural productivity and
sustainability.

. Farmers: The primary producers of fresh coffee
cherries are coffee farmers. Then, they initiate the
value chain and determine the quality of raw mate-
rial through agronomic practices. Farmers sell di-
rectly to local collectors, producer organisations,
and small processors.

. Local Collectors: These actors buy fresh cherries
from farmers, typically at the farm gate, and then
act as intermediaries in aggregating and trans-
porting cherries to wholesalers or processors.
They help connect dispersed producers with the
broader market, although they reduce the share
of value captured by farmers.

. Producer Organisations: They usually operate as
farmer groups or associations and are responsible
for the aggregation, sorting and primary process-
ing of coffee (drying on parchment or hulling on
green beans). Some producer organisations roast
and grind. They facilitate marketaccess, collective
bargaining, and value addition through basic pro-
cessing.

. Small & Medium Processors (SMEs): These pro-
cessors also perform additional value-adding ac-
tivities like drying, hulling, roasting, and grind-
ing, often turning fresh cherries into green beans
or finished powdered coffee. SMEs serve lo-
cal/regional markets and are a critical node in ver-

tically integrated channels.

f. Wholesalers: Wholesalers typically buy and dis-

tribute green beans in bulk. These link upstream
collectors/cooperators with downstream proces-
sors/retail chains. They help scale volume and
maintain a steady supply across the value chain.

. Primary processors: Such establishments roast
and grind green beans to make coffee powder.
They produce consumer-ready items and may
package coffee for retail sale. They determine
product quality, branding, and market competi-

tiveness.

h. Cafes (Caffe): They double as processors and re-
tailers; cafes buy green beans or roasted beans
and make brewed coffee for direct consumption.
Sometimes they even roast and grind. They link
the value chain directly to consumers and influ-
ence consumer preferences and feedback.

3.2.3. Value Added Activities of the Coffee
Value Chain

Each actor contributes unique value-added activi-
ties that improve the quality, marketability and price of
the coffee product as it moves up the chain. These activi-
ties vary across the seven marketing channels defined in

Wonogiri:

a. Farmers: Add value by producing high-
quality fresh cherries through improved cultiva-
tion/pruning/selective harvesting / timely post-
harvest practices. In channels 3 to 7, farmers
working with producer organisations or small
businesses contribute further by drying or bulk-
ing products.

b. Local collectors (Channels 1 and 2): Contribute by
picking cherries from dispersed farmers and ship-
ping them to wholesalers or processors. They may
do light sorting or storage, but minimal process-
ing. Their contribution is mostly logistical.

c. Producer Organisations (Channels 3, 4, 5): Add
value by collective aggregation, sorting, fermen-
tation, drying (in parchment), hulling (in green
beans), and sometimes roasting and grinding. All
these steps increase shelf life, quality, and trace-
ability of coffee, thereby increasing commercial
value. As in Channel 5, producer organisations
complete virtually the entire processing chain for
full value retention.

d. Small and Medium Processors (channels 6 and 7):
Complete a series of value-adding activities, such
as processing fresh cherries into dry parchment,
then roasting and grinding. Their integration over
processing stages reduces transaction cost and al-
lows branding/packaging/market differentiation.

e. Wholesalers (Channels 1 and 2): The bulk han-
dling, storage, and transport of green beans to pro-

cessors or urban markets add value. They do not
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change the physical form of the product, but scale
and logistics add efficiency to the supply chain.

f. Primary Processors (Channels 1 and 3): Convert
green beans to ground and roasted coffee, improv-
ing flavour, aroma, and consumer readiness. This
transformation substantially increases the value
of the product and is in line with market expecta-
tions.

g. Cafes (channels 2, 4 and 6): Roast, grind, and pre-
pare coffee for consumption - providing tailored
brewing methods and quality experiences to con-
sumers. Their added value lies in the preparation
of the final product, customer service, and market
interface.

Value-added activities increase progressively from
upstream (production) to downstream (retail and con-
sumption). Integrated processing channels, such as

Channels 5, 6, and 7 create more value with fewer actors,

where roasting, grinding, and direct marketing are per-

formed by producers or local enterprises.

3.3. Performance of Economic Analysis

Analysis of marketing costs and margins through-
out the coffee value chain (Table 3) revealed large vari-
ations in profit levels and value added activities be-
tween actors. Channels 1 and 2 saw local collectors
and wholesalers perform basic transport, sorting, pulp-
ing, and parchment processing. The margin was higher
for wholesalers, which made a profit of Rp 22,650/kg
on a total of Rp 24,000/kg, while local collectors made
a profit of Rp 9,600/kg on a margin of Rp 10,000/kg.
These roles became more complex on Channels 3 to 7
with producer organisations and processors perform-
ing additional value-added services, including roasting,

grinding, and packaging.

Table 3. Marketing cost and margin of actors in the coffee value chain.

. Ro/k Channel
tems (Rp/ke) 1 2 3 4 5 6 7
1. Farmers
-Farm gate price 50,000 50,000 58,000 58,000 58,000 52,500 52,500
2. Local collectors
-Buying price 50,000 50,000
-Transportation 400 400
-Selling price 60,000 60,000
-Profit 9,600 9,600
-Margin 10,000 10,000
3. Wholesalers
-Buying price 60,000 60,000
-Transportation 500 500
-Sorting 350 350
—-Parchment 100 100
-Pulping 400 400
-Selling price 84,000 84,000
-Profit 22,650 22,650
-Margin 24,000 24,000
4. Producer organisation
-Buying price 58,000 58,000 58,000
-Transportation 80 80 80
-Sorting 50 50 50
-Parchment 100 100 100
-Pulping 200
-Roasting 24,000
-Griding 900
-Packaging 600
-Selling price 80,000 80,000 145,000
—Profit 21,770 21,770 61,070
-Margin 22,000 22,000 87,000
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Table 3. Cont.

K Channel
Items (Rp/kg) 1 2 3 4 5 6 7
5. Primary processor
-Buying price 84,000 80,000
-Transportation 500 500
-Sorting 200 200
-Roasting 23,000 23,000
-Griding 1,000 1,000
-Packaging 300 300
-Selling price 130,000 130,000
-Profit 21,000 25,000
-Margin 46,000 50,000
6. Small & Medium Processors
-Buying price 52,500 52,500
-Transportation 600 600
-Sorting 350 350
-Parchment 120 200
-Pulping 300 300
-Roasting 25,000 25,000
-Grading 1,000 1,000
-Packaging 900 1,500
-Selling price 11,000 120,000
-Profit 29,230 38,550
-Margin 57,500 67,500
7. Caffe
-Buying price 84,000 80,000 90,000
-Transportation 350 400 800
-Sorting 250 250
-Roasting 22,000 22,000
-Griding 2,000 2,000
-Packaging 700 700 900
-Selling price 145,000 145,000 135,000
-Profit 35,700 39,650 41,300
-Margin 61,000 65,000 45,000
8. Consumers
-Buying price 130,000 145,000 130,000 145,000 145,000 135,000 120,000
-Margin 80,000 95,000 72,000 87,000 87,000 82,500 67,500
Total Profit 53,250 67,950 46,770 61,420 61,070 29,230 79,850
Total Margin 80,000 95,000 72,000 87,000 87,000 57,500 112,500

The producers’ organisations achieved the highest share (30%), while primary processors account for
single-actor profit of Rp 61,070/kg in Channel 5, repre- 57.5% of the margin. In Channel 2, the distribution was
senting a strong addition of value through vertical inte- more equitable, with processors (Cafe) receiving 64.2%
gration. Channels 3 and 4 also added value by gener- of the food. More than 90% of the total margins were
ating a profit of Rp 21,000-25,000/kg. In Channels 6 held by the producer organisation and the primary pro-
and 7, small and medium processors made profits of Rp cessor on channels 3 and 4. Channel 5 had complete
29,230/kg and Rp 38,550/kg, respectively, due to more downstream integration and was entirely controlled by
intensive processing such as pulping, roasting, grading the producer organisation (100% share margin). Chan-
and packaging. nels 6 and 7 had small and medium processors taking

Table 4 details the margin distribution among 100% and 60%, respectively, while cafes took the re-
chain actors. In channel 1, wholesalers have the largest maining 40% in Channel 7.
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Table 4. Distribution Margin.

Local Producer Primar Small-
Channel Wholesaler .. y Medium Caffe
Collector Organisation Processor
Processor
10,000 46,000
, o )
1 (12.5%) 24,000 (30%) 0 (57.5%) 0 0
2 10,000 24,000 0 0 0 61,000
(10.53%) (25.26%) (64.21%)
22,000 50,000
3 0 0 (30.56%) (69.44%) 0 0
22,000 65,000
4 0 0 (25.29%) 0 0 (74.71%)
87,000
5 0 0 (100.0%) 0 0 0
57,500
6 0 0 0 0 (100.0%) 0
67,500 45,000
7 0 0 0 0 (60.0%) (40.0%)

In Table 5, the farmer’s share of the final consumer
price was 34.48% (channel 2), -44.62% (channel 3),
which corresponded to relatively modest returns across
all channels. The gross marketing margin (GMM) ranged
from 55.38% to 65.51%, with the highest margins in
channels with high processing and retail activities (chan-

nels 2 and 4). The same trend was observed for net mar-
keting margins (NMM), where the highest efficiency was
recorded on channel 2 (46.86%) and the lowest on chan-
nel 7 (29.04%). These figures show that the value addi-
tion is higher in more complex chains, but farmer bene-

fits are reduced by increasing intermediary margins.

Table 5. Farmers’ share.

Channel 1 2 3 4 5 6 7

GMM (%) 61.53 65.51 55.38 60 60 61.11 56.25
NMM (%) 40.96 46.86 35.97 42.35 42.11 40.17 29.04
Farmers’ share (%) 38.46 34.48 44.62 40.0 40.0 38.89 43.75

4. Discussion

This study highlights the structure, economic per-
formance and value distribution along the Robusta cof-
fee value chain in the Wonogiri region, Indonesia. Value
chain mapping identifies a structurally diverse and
multinodal network through which coffee moves from
producers to consumers through at least seven market-
ing channels. They include linear supply chains involv-
ing local collectors and wholesalers (Channels 1 and 2)
through vertically integrated routes governed by pro-
ducer organisations or small-medium processors (Chan-
nels 5 to 7). This multiplication of channels reflects
both the flexibility and fragmentation of the local cof-
fee economy. It opens multiple entry points into the
market for smallholders, but it also points to weak gov-

ernance and coordination mechanisms. Channels dom-

inated by intermediaries discourage quality improve-
ment and reduce the capture of farmer value, as evi-
denced by the higher margins absorbed by collectors
and wholesalers!?l, In contrast, value chains under
the leadership of producer organisations and small busi-
nesses (Channels 5-7) show consolidated functional
roles and sequential value-adding activities. Such inte-
grated models reflect the coordinated governance struc-
tures of value chain theory, allowing traceability, quality
control, and value capture [2% 23,

Regarding the value distribution, it shows that
upstream actors, particularly farmers, get a relatively
small share of the final consumer price across all chan-
nels (34.48% in Channel 2 and 44.62% in Channel 3).
They are in line with observations elsewhere in coffee-
producing regions, where farmers typically capture less
than half of the consumer price!?4. In channels where
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traditional marketing routes are involved (channels 1
and 2), local collectors and wholesalers control 35-40%
of the margin with little value-adding activities. This re-
inforces the notion that asymmetric power relations and
information opacity in spot markets allow intermedi-
aries to take disproportionate value from producers[2°],

Channels with more vertically integrated actors,
producer organisations (POs) and small-medium pro-
cessors, demonstrate higher profit capture and margin
control compared to the former. The highest single-
actor profit and total margin (Rp 87,00/kg) are recorded
in channel 5, where the producer organisation con-
trols the entire downstream process from parchment to
roasted and packaged coffee. This finding echoes the
view that upstream integration in processing and mar-
keting could boost smallholder incomes and bargaining
powerl1226] " Channels 6 & 7 also highlight the role
of small and medium processors strategically. By com-
bining drying, hulling, roasting, grading, and packaging,
SMEs captured 100% of the margin in Channel 6 and
60% in Channel 7. These results imply that empower-
ment of local processing companies and improving their
access to capital and technical capacity could be one way
to achieve equitable value chain upgrading?7.

The finding of this study underscores the pivotal
role that producer organisations (POs) play in improv-
ing value chain performance, improving smallholder in-
tegration, and promoting equitable value distribution
in the Robusta coffee sector of Wonogiri. The evalua-
tion of Channels 3, 4 and especially Channel 5 demon-
strates how POs can grow from simple aggregators to
key value chain coordinators handling post-harvest pro-
cessing and downstream functions including roasting,
grinding and packaging.

Producer organisations in Channel 5 realised full
vertical integration with 100% share in marketing mar-
gins (Rp 87,000/kg) and the highest recorded profit (Rp
61,070/kg). This case demonstrates that POs can up-
grade with adequate processing facilities, market access,
and governance arrangements. Assertions by PO of the
roles usually played by intermediaries improve bargain-
ing power and contribute to more localised value reten-
tion, an outcome well known in the agri-food value chain

literature [28 291,

Besides profit capture, POs in this study provided
several non-monetary benefits to their members, in-
cluding improved access to training, post-harvest infras-
tructure, and collective bargaining platforms. Such re-
sults follow from previous studies that found strong pro-
ducer organisations reduced transaction costs, created
economies of scale, and increased member participation
in high-value markets[12 251,

Producer organisations (POs) ensure margin reten-
tion and coordination along the value chain. In addition
to economies of scale in input procurement and aggre-
gation, POs in Channels 3, 4, and 5 add value through
sorting, pulping, roasting, and packaging. Only channel
5 demonstrates full integration and retention of margins,
but many POs remain functionally limited or lack institu-
tional capacity. This reflects previous work indicating
that POs often suffer from managerial weaknesses, lim-
ited market access, and low capitalisation which limit
their upgrading potential 3% 31,

The analysis also identifies channel-specific in-
Al-

though channel 5 showed outstanding performance, POs

equalities in producer organisation effectiveness.

in channels 3 and 4 showed poorer integration and mar-
gin control. This variation reflects larger problems fac-
ing smallholder organisations in Indonesia and other de-
veloping countries, including low capital, limited techni-
cal capacity, and fragmented institutional support[1%31],
Without adequate investment in organisational develop-
ment, many POs remain confined to basic functions and
cannot compete with more capitalised actors such as
wholesalers or processors. Additionally, most produc-
ers’ organisations remain market-based with little for-
mal contracting or long-term buyer relationships. This
prevents them from influencing market terms or stabil-
ising demand for processed coffee products. A stronger
institutional link between POs and downstream buyers,
cafes, exporters, or cooperatives, could enhance value

chain coordination and promote inclusive upgrading.

5. Conclusions

This study examined the Robusta coffee value chain
in Wonogiri, Indonesia, focusing on its structure, eco-
nomic performance, and the role of producer organisa-
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tions in the value chain. The analysis revealed seven
distinct marketing channels varying in integration and
value addition. Traditional channels dominated by col-
lectors and wholesalers provided little return to farm-
ers, while integrated chains involving producer organi-
sations and small-medium processors provided greater
value capture. The best profits and margins came from
Channel 5, where the producer organisation took care of
processing and marketing and took 100% of the profit,
making Rp 61,070/kg profit. Farmers in all channels still
receive modest shares of the final consumer price, rang-
ing from 34.48% to 44.62%.

This study highlights the critical role of producer
organisations in improving coordination, processing ca-
pacity, and market access. But most remain constrained
by weak infrastructure, low technical skills, and low
downstream linkages. Policies should support producer
organisations through training and capital support, in-
vest in local processing infrastructure, build vertical
links with buyers, and improve access to finance and
extension services. Better coordination between ac-
tors is also needed through inclusive governance mech-
anisms. Such interventions could support fair value dis-
tribution, smallholder resilience, and sustainable coffee
value chain development in emerging regions like Wono-
giri.

Several policy actions are recommended to pro-
mote a more inclusive and competitive Robusta coffee
value chain in Wonogiri. To strengthen the capacity of
producer organisations, training and governance struc-
tures need to be improved, and they should have ac-
cess to financial resources so that they can start adding
value and integrate better into the market. In addition, it
should be an encouragement to integrate a certification
scheme such as Fair Trade or Organic to improve prod-
uct quality, traceability, and market access. Farmers can
have direct market links and reduced information asym-
metries through the promotion of digitalisation, includ-
ing mobile-based price information systems and digital
platforms. In addition, creating local processing infras-
tructure and improving the links between producer or-
ganisations, downstream buyers, and supporting institu-
tions can enhance smallholder benefits and lead to sus-

tainable development of the value chain.
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