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Abstract: Poverty of cocoa smallhoders is still identifed as a serious issue in Indonesia. The
general specific objectives of the research is to calculate the percentage of cocoa smallholders
are living below the Provincial Poverty Line and identifying determinant affects poverty of
smallholders. The research employed Head Count Index and Path Analysis. Results show
that the percentage of cocoa farmers living below Poverty Line reached 65% in the province.
Determinant factors affects poverty situation is education attainment of family member,
access to price information, cocoa estate area, distance to school. It suggests that in order to
reduce poverty of cocoa farmers need to improve children and education attainment, making
school is more closer to the farmers community and develop cocoa estate area and connecting
price information to the farmers.
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1. Introduction

Poverty is a worldwide problem hit de-
veloping countries seriously. Cocoa small-
holders are a part of the problem to solve, in-
dicating that it have been facing rural coastal
and agricultural poverty as long term issues.
Needless to say, the issue was (and still is)
stretched out from rural agriculture to rural
coastal area and this is a reason why rural
poverty cannot be neglected in these coun-
tries, needs to pay strong attention on it, in
other words. It was already pointed out in
elsewhere that, poverty needs specific com-

mitment and political will to attack (Arsyad
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et al.,2014). Cocoa consistently as a source
of foreign exchange in 2006 reached US §
855 million, a very important contribution
in the structure of the Indonesian economy.
Moreover, as the cocoa plantation sub-sec-
tor is the leading sector in the national em-
ployment reached about 400 thousand farm
households. On the side of trade between
countries, almost all cocoa products Indone-
sia used to meet export market (up 80.64%)
and continues to experience growth of
around 15% over the last twenty years to the
countries major importers such as the United
States and the Netherlands (Arsyad et al.,




2011). Likewise, domestic consumption as a
raw material in the domestic industry (grind-
ings) continues to increase every year. Indo-
nesia is the third-world cocoa producer after
Cote d’Ivoire and Ghana. Sulawesi accounts
for 72% of national production. In 2013,
West Sulawesi cocoa production reached
149 458 tonnes spread across all districts in
West Sulawesi. West Sulawesi accounts for
249% of national production. This proves that
the West Sulawesi important role in national
cocoa trade.

Referring to the results SUSENAS
2003, approximately 70% of the poor work
in agriculture, including cocoa plantations
in West Sulawesi (Arsyad & Ali, 2009). The
phenomenon lately shows the number of
farmers in the South West to replace cocoa
plants with other crops (short term), because
of insufficient income from cocoa as annual
crops for subsistence. This indicates that the
insufficiency or poverty can have an impact
on the structure of production. If this hap-
pens, then it is very difficult to expect to ex-
ceed the position of cocoa production Ivory
Coast and Ghana. With this situation, the
government of West Sulawesi cocoa produc-
tion as the main base, also in desperate need
of synergy between policy and production
(cocoa) at the farm level, which is still poor.
Indonesia is the third-world cocoa producer
after Ivory Coast and Ghana with the total
national production of 536 804 tonnes in
2001 to 748 828 tonnes in 2005. The pro-
duction growth during this period reached
10.49% per year, a very substantial growth
with the highest growth of 21.55 % in 2001.
the escaped the attention of the total pro-

duction is achieved, approximately 90.83%
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over the period 2001 to 2005 is produced by
growers who do subsistence folk (tradition-
al) by smallholders who are poor. Then the
remaining 3.41% of the plantations govern-
ment (PTPN) and 3.95% private estates (see
also Arsyad et al., 2011). It is clearly that the
contribution of the smallholders to the Indo-
nesian cocoa estate is dominantly.

This fact shows that the importance of
the contribution of Senior High School co-
coa farmers in increasing production (with
growth of 11.69% per year higher than the
national average growth of 10.49% per
year). The situation above carries an im-
portant message that cocoa production of
Indonesia where West Sulawesi province as
one of the main contributors can not be sepa-
rated from cocoa smallholders itself, which
is still very poor. Then, although there is no
separate data between the export volume of
cocoa produced by Senior High Schoolll-
holder, government and private, but if seen
the value of cocoa exports in 2005 (approxi-
mately US $ 668 million), and the calculated
percentage of production (90%), then the
actual contribution of Senior High School
farmers impoverished cocoa export earnings
reached US $ 606 million, an extraordinary
contribution in the economy. This indicates
that if Indonesia does not have a smallhold-
ers who continuously produce, then Indo-
nesia will not be able to avoid a decline in
cocoa production growth, which will result
in reduced volume and value of exports,
however, would further send the negative
impact on foreign exchange. So the next ur-
gent problem was soon overcome poverty
cocoa farmers in West Sulawesi as one of the

spearheads of the national cocoa production
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and exports. The general specific objectives
of the research is to calculate the percentage
of cocoa smallholders are living below the
Provincial Poverty Line and identifying de-

terminant affects poverty of smallholders

2. Method
2.1. Data and Research Site

The main data was collected by sur-
veying at the farm level with the instrument
questionnaires. for calculating the percent-
age of farners who are living below poverty
line and its determinant. Data was processed
by SPSS 8.50. The research site was selected
by XY Scatter Plot Method with two loca-
tions: the main characteristics; (1) The loca-
tion has a high rate of poverty and the num-
ber of smallholders is also high; (2) The lo-
cation has a number of cocoa farmers is rela-
tively the same, but the severity of poverty is
different (Arsyad, et al., 2010). The number
of samples of farmers (random) planned pro-
portional to each study site to be interviewed

using a questionnaire.

2.2. Head Count Index

To calculate the percentage of percent-
age of cocoa farmers who are living below
the provincial poverty line, the analysis used
the Foster-Greer-Torbecke poverty indices
(Arsyad et al., 2014) by following formula:
HCI = g/n; where q is the number of poor

and n is the total sample.

2.3. Path Analysis

The research used Path Analysis to
identify direct effect of independent variable
on dependent (however, indirect effect will

not explain in this paper). In this study, the
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regression method (as Path Analysis) used
was Backward by entering the independent
variables associated with poverty, so that
they can be identified through Path Analysis.
Path Analysis equation used to analyze pov-
erty as follows:
Y =b,+bX +bX +..+bX +E

Where:

Y = variabel dependen

b, = intercept of the equation
b, , = regression coefficients
X, « = independent

E, = error term

3. Results and Discussion
3.1. Head Count Index

The calculation reveals that Head
Count Index (HCI) of Poverty in Cocoa
Smallholders is .650. It means that around
65.00% of the farmer households have an in-
come/ capita/month below the Poverty Line
(PL). This shows that the majority of cocoa
farmers in West Sulawesi province live in
poor conditions so that the necessary efforts
for the government to be able to improve

their welfare.

3.2. Path Analysis

The overall test persuasively resulted
in the rejection of Null Hypothesis that
“there is no significant impact of independent
variables on dependent”. This could be
proved that all regression coefficients in the
equation are zero. The regression results
show RZ of equation reached 0.712. It
means that, 71.20% of the total variance
of “Household Income” in general, can be
explained so fairly robust by all explanatory
variables. Thereby, we may say that the

model constructed through the dimensions




in the research is adequate in explaining the
poverty situation of cocoa smallholders. Path
analysis model is shown below:

Y = 2475041.681 +0.926X +847839.936X,
+256754.425X,+260776.403X -1162.121X -

829.098X,

Where:

Y =Income Cocoa Farmers

X1 = Price Information Into Farmers
X2 = Children’s Education

X3 = Total Area Gardens Cocoa

X4 = Education Wife

X5 = Distance to senior high school
X6 = Distance to junior high school

It is clearly understand that the model
shows a number of variables significantly
affect the income of cocoa farmers (0.05).
They are Education, Price Information, Co-
coa Area, Distance to Junior and Senior High
Schools. Some important findings can be ex-

plained:

3.2.1. Education attainment

Analysis shows that the variable “ Edu-
cation attainment” will affect poverty situa-
tion. It can be interpretated that the higher
level of education attainment in the family,
the higher cocoa smallholders income will
be. This indicates that the education level of
family farmers need to be improved in order
to increase family income, reducing poverty

of smallholders in other words.

3.2.2. Price information

Another important finding in the analy-
sis is the variable “Price Information”. The
regression results indicate that the higher
the frequency of information Prices to the
farmers will Increase their income. Anoth-

er words, price information of agricultural
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products will affect directly on the increase
in agricultural revenue that would reduce the
level of cocoa smallholders poverty. This
also happen in Cocoa Markets (2014) that
World prices, and the proportion of export
price captured by smallholders, and the wag-
es paid to labourers on cocoa farms, have a
critical bearing on poverty and vulnerability,
including the ability of rural households to
meet health and education costs. As Kuapa
Kokoo Ghana (2006) suggested to provide
access to market information in order to
ensure local development and a long-term
source of supply of cocoa for their produc-
tion. This is also in line with EASRD (2005)
findings that access to capital and fertilizer,
onset of various diseases in cash crops (par-
ticularly Cocoa Pod Borer), poor linkages to
markets and poor perception of price signals

from markets.

3.2.3. Cocoa area

The next crucial findings in the analy-
sisi is the variable “Cocoa Harvested Area”.
Regression results showed that the more the
Cocoa Area will Increase cocoa farmer pro-
duction, then in turn will increase their in-
come. This situation will affect directly the
total number of income and naturally will

reduce poverty situation of the farmers.

3.2.4. Distance to senior high school
Another interesting variable affect the
poverty situtaion of cocoa smallholders is
“Distance to Junior High School”. Regres-
sion results indicate that the farther the dis-
tance to juniror high school from farmers
community, the lowers the income will be.

This is reasonable finding. If the school is
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too far from the community, then farmers
need to pay (as a cost) motorcycle taxi op-
erators in order to let their kids get in school.
This will affect income farmers (reduce pur-
chasing input for agricultural input), then in
turn will decrease production. This gives im-
portant message that if the school is too far
away from the community will exacerbate

poverty situation.

3.2.5. Distance to junior high school
The last

also affect the poverty situtaion of cocoa

independent variable is

smallholders is “Distance to Junior High
School”.

“Distance to

Samething happen in variable
High  School”
(eventhough the size is different). Regression
results indicate that the farther the distance

Junior

to juniror high school from farmers
community, the lowers the income will be.
This is reasonable finding. If the school is too
far from the community, then farmers need
to pay (as a cost) motorcycle taxi operators
in order to let their kids get in school (once
again). This will affect income farmers
(reduce purchasing input for agricultural
input), then in turn will decrease production.
This gives important message that if the
school is too far away from the community
will exacerbate poverty situation. The last
two findings make s clear that the closer the
school to the cocoa smallholders will help

poverty reduction.

4. Conclusion

It can be concluded that the percentage
of cocoa farmers living below Poverty Line
reached 65.00% in the province. Determinant

factors affects poverty situation is education
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attainment, access to price information, co-
coa estate area development, and distance
to school (especially senior and junior High
Schools). It suggests that in order to reduce
poverty of cocoa farmers need to improve
family education attainment, making school
is more closer to the farmers community, de-
velop cocoa estate area and connecting price

information to the farmers.
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