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Abstract. This study examines the value chain of banana goods in 

Indonesia's Special Region of Yogyakarta. Bananas constitute a significant 

agricultural commodity that can provide substantial revenue, both in their 

fresh form and as processed products. The study elucidates how many 

stakeholders, ranging from banana cultivators to final consumers, contribute 

value to the value chain. There were 84 respondents: 80 farmers, two 

intermediaries, and two small and medium-sized enterprises (SMEs). We 

conducted the analysis utilizing Porter's value chain framework, Hayami's 

value-added assessment, and marketing margin computations. The findings 

indicate that SME participants derive the most added value and profit 

margins across various value chain channels, each exhibiting distinct profit 

distributions. The research endorses goals to improve food security and 

strengthen Yogyakarta's banana agroindustry by optimizing post-harvest 

management and enhancing value chain efficiency 

1 Introduction  

Indonesia's economy relies on agriculture for sustenance, employment, and raw materials for 

agro-industries. The horticultural sub-sector, predominantly composed of smallholders, is 

crucial for food security, generating revenue through various means, and enhancing exports. 

Bananas (Musa spp.) are significant horticultural crops due to their diverse cultivation 

methods and nutritional benefits. They can be consumed either raw or prepared. Residents of 

the Special Region of Yogyakarta (DIY) must cultivate bananas to enhance their quality of 

life. Numerous families produce bananas in their gardens. This increases the availability of 

bananas for local markets and enhances domestic consumption. This suggests that bananas 

represent a commodity capable of aiding the growth of local agro-industries, particularly 

when processed in value-added forms, such as the production of banana chips [1].  

In 1985, Porter developed the value chain framework. This is an excellent method for 

examining the generation and distribution of value across production and marketing 

channels. The horticulture networks in Indonesia lack collaboration, resulting in inequitable 
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revenue distribution. The individuals at the apex of the hierarchy receive the least. Previous 

studies indicate that farmers can increase their profits and enhance supply chain efficiency 

by utilizing waste and improving product marketing strategies.Persistent challenges, such as 

farmers' inability to regenerate, insufficient utilization of technology, and inadequate 

collaboration, may hinder value creation. To develop more efficient and equitable methods, 

it is crucial to analyze the allocation and structure of value within the DIY banana supply 

chain [2].  

This study examines the banana value chain in DIY through four primary objectives: (1) 

identifying marketing channels and stakeholders; (2) estimating value addition using 

Hayami’s approach; (3) examining profit margins; and (4) interpreting activities through 

Porter’s value chain framework. The outcomes are expected to improve policies designed to 

bolster the competitiveness of Indonesia's banana agroindustry.  

2 Research Method  

2.1 Research Location  

The study was conducted in Badongan Village, Gunung Kidul Regency, and Samiran 

Village, Bantul Regency, situated in the Special Region of Yogyakarta, Indonesia. The 

locations were selected meticulously as they represent two of the premier regions for banana 

cultivation. Individuals in these regions frequently cultivate bananas in their residences and 

market both fresh produce and processed goods. The trial took place in July 2024. 

2.2 Respondent and Sampling 

We utilized purposive sampling to select individuals occupying various positions throughout 

the banana value chain [3]. The study received 84 responses: 80 from farmers, 2 from 

intermediaries, and 2 from small and medium-sized enterprises (SMEs). Farmers provided 

information regarding their earnings, expenses, selling prices, and farming practices. 

Intermediaries and small to medium-sized enterprises (SMEs) informed us regarding pricing 

strategies, marketing techniques, and value-added activities. 

Table 1. Respondent and data. 

Actor Amount Data 

Farmer 80 Raw material, amount of production, cost, price, process 

Middleman 2 Price, process  

SME 2 Price, process  

Total 84  

2.3 Data Analysis 

Structured interviews and field observations with farmers, middlemen, and small to medium-

sized enterprises (SMEs) were utilized to gather primary data. We utilized reports, prior 

studies, and relevant statistical publications to get secondary data. Integrating both sources 

enhanced the reliability of the results and imparted additional significance.  

Three unique analytical techniques were utilized. Porter's value chain analysis delineates the 

functions of each participant, encompassing both primary and ancillary operations. It 

emphasizes the generation and distribution of value [4-5].  

Hayami's value-added analysis was employed to ascertain the additional value generated 

at each stage by examining input costs, output prices, and processing contributions. The 
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analysis of marketing margins examined the pricing disparities between manufacturers and 

consumers. This illustrated the distribution of profits and the efficacy of marketing 

operations. This integrated approach illustrated the entire banana value chain in Yogyakarta, 

encompassing its structural and economic components. 

3 Results and Discussion 

3.1 Characteristics of Respondents  

Farmers are the primary producers as they cultivate, tend to, and harvest crops. The 

predominant demographic of farmers, comprising 33.75%, is aged between 44 and 52, while 

the least represented group, at 3.75%, is within the age range of 26 to 34. This indicates that 

younger individuals are not very engaged. Fifty percent of the farmers completed high school, 

while merely 2.5% had never attended school. A majority of farmers (61.25%) have engaged 

in agriculture for a duration of 2 to 10 years [6].  

Significant trends in Indonesia's rural agricultural sector can be observed in the population 

patterns. The demographic of farmers is aging, with insufficient youth participation in the 

field. Ultimately, these problems complicate the sustained operation of the sector. Individuals 

aged 44 to 54 possessing a high school diploma operate as intermediaries, leveraging their 

robust social networks and negotiation abilities to establish banana supply chains. The 

proprietors of small and medium-sized enterprises (SMEs) are aged between 53 and 54 years 

and have operated their businesses for a duration of 5 to 7 years. They are essential for 

producing banana chips and other premium products derived from bananas. 

3.2 Banana Marketing Channels and Value Chain Actors 

The study identified two main marketing channels in the banana value chain of Yogyakarta: 

1. Farmer – Middleman – SME – Consumer 

2. Farmer – SME – Consumer 

 

Agricultural producer, intermediary, small enterprise, and consumer agriculturist, 

proprietor of a small enterprise, and consumer. Farmers cultivate food, whereas 

intermediaries link them with small and medium-sized firms or markets. Small and medium-

sized enterprises (SMEs) convert fresh bananas into processed products, typically banana 

chips. They then provide these things directly to clients or via pre-order channels. This system 

illustrates the operation of traditional horticulture value chains in developing countries, 

where informal intermediaries significantly influence distribution [7]. The existence of a 

more direct channel (Farmer–SME–Consumer) indicates that farmers may increase their 

profit margins by interacting more intimately with processing units and bypassing 

intermediaries. 

3.3 Value-Added Analysis (Hayami Method) 

The highest value addition occurred at the SME level. Using the Hayami method, the 

calculated value added (IDR/kg) is as follows (Table 2). 

Farmers supply fresh bananas to intermediaries and small to medium enterprises. 

Intermediaries sell to other buyers or small and medium-sized organizations, while small and 

medium-sized firms convert bananas into chips for consumer sales. The significant value 

produced at the SME level demonstrates the economic significance of processing in 

horticulture supply chains. Numerous tropical fruit value chains exhibit analogous 
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tendencies, wherein processing operations constitute the majority of the value accrued. The 

findings support previous studies highlighting the role of value-adding SMEs in improving 

local income and the competitiveness of banana-based agroindustries [8].  

Table 2. Added Value. 

No. Actor Added Value (IDR/kg) 

1. Farmer 10,142.71 

2. Middleman 2,378.62 

3.  Ngudi Makmur SME 43,755.05 

4. Bunda Tani Mandiri SME 16,364.15 

3.4 Margin Analysis  

Diverse actors possess distinct marketing margins, illustrating their roles and integration 

within the chain (Figure 4). Farmers receive IDR 16,236.39 when selling directly to Ngudi 

Makmur SMEs. They earn IDR 13,127.02 while selling to intermediaries. Ngudi Makmur 

SME possesses a margin of IDR 46,000.00, whereas Bunda Tani Mandiri SME ranks second 

with IDR 16,875.00, while intermediaries receive only IDR 4,395.00.  

The results demonstrate that direct connections between farmers and small to medium-

sized enterprises (SMEs) can augment farmers' profits by optimizing the supply chain and 

removing intermediaries. Indrajaya et al. (2022) obtained similar results, demonstrating that 

optimized marketing pathways in shallot value chains improve efficiency and reduce 

consumer prices. 

3.5 Porter’s Value Chain Activities 

Porter's methodology categorizes the value chain activities of all participants into two 

classifications: primary activities and support activities. Inbound logistics, operations, 

outbound logistics, marketing and sales, and services exemplify major activities. 

Infrastructure, human resource management, technological development, and procurement 

are all examples of support activities [9]. Farmers concentrate on incoming logistics, such as 

preparing the soil and acquiring planting materials; operational activities, including 

cultivation, maintenance, and harvesting of crops; and outward logistics, encompassing sales 

and distribution.  

Intermediaries utilize social networks for sales, emphasizing marketing and logistics. 

Small and medium-sized enterprises (SMEs) excel in technology use by implementing 

vacuum frying and digital marketing strategies to enhance product longevity and broaden 

their audience reach.  

Supportive acts are necessary to enhance the chain. Investing in infrastructure and 

personnel enhances operational efficiency, while investing in technology and optimized 

purchasing methods improves product quality and facilitates market entry. Government 

support, especially through financial aid and resources, can bolster the resilience of small and 

medium-sized firms. 

3.6 Socioeconomic Implications 

The banana value chain exemplifies the functioning of the economy in rural Indonesia. 

Farmers, typically elderly and possessing a moderate level of education, often occupy the 

least lucrative positions. Intermediaries facilitate processes but contribute minimal value. 

Small and medium-sized enterprises (SMEs) are essential for revitalizing the local economy 
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by generating value and employment, notwithstanding their limited numbers. Enhancing the 

relationships between farmers and small to medium-sized enterprises (SMEs), promoting the 

adoption of digital technologies, and engaging youth in agriculture could rectify significant 

deficiencies in the existing framework. This aligns with global discussions regarding the 

enhancement of agricultural value chains through more transparency and technological 

integration [10-11].  

4 Conclusion 

The banana value chain in the Special Region of Yogyakarta comprises three principal 

participants: farmers, intermediaries, and small to medium-sized enterprises (SMEs). Two 

principal marketing channels link these participants. 1. Farmer–Middleman–Small and 

Medium Enterprise–Consumer; 2. Farmer–Small and Medium Enterprise–Consumer. 

Farmers are the essential component of production, middlemen facilitate distribution to 

retailers, and small and medium-sized enterprises (SMEs) enhance value through processing. 

Value-added and margin evaluations indicate that small and medium-sized enterprises 

(SMEs) possess the most favorable profit margins and added value. Ngudi Makmur SME 

exemplifies this through efficient processing and marketing tactics. Middlemen provide value 

that is beneficial yet not particularly advantageous. Conversely, farmers receive the lowest 

financial returns from their labor, particularly when engaging with intermediaries. 

Collaboration between farmers and small to medium-sized enterprises (SMEs) enhances 

profitability. This underscores the importance of reducing marketing channels to enhance 

farmers' profitability and improve the overall efficiency of the supply chain [12].  

To enhance the banana value chain strategically, multiple initiatives must be implemented 

concurrently. Farmers and small to medium-sized enterprises (SMEs) could enhance 

collaboration and derive greater value from their efforts by utilizing contract farming, 

collective marketing, or cooperative formats. Secondly, small and medium-sized firms 

(SMEs) must leverage technology and new methods to enhance information dissemination 

and attract more clients, ensuring their products consistently maintain superior quality. 

Government assistance through financial incentives, provision of equipment, and capacity-

enhancing initiatives can facilitate modernization and foster sustainable growth within the 

agro-industrial sector's value chain.  

To ensure the longevity of the chain, it is imperative to address demographic challenges, 

such as the aging farmer population and the insufficient engagement of younger individuals 

in the sector [13-14]. Policies that engage youth, educate them about agribusiness, and grant 

access to digital technology could enhance the resilience of future value chains. In summary, 

enhancing the efficiency of the value chain and fostering collaboration among stakeholders 

will render the banana agroindustry in Indonesia more lucrative, bolster regional food 

security, and contribute to rural development.  
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