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Abstract: Coffeeis one plantation commodity and playing an important role in national economy
and employment provider. Indonesia has rather complex problem, ranging from upstream (on
farm) to downstream (off farm). It also occurs in Bondowoso-Indonesia as one centers of arabica
coffee producer in Indonesia. The phenomenon of lower production and productivity of Java Coffee
Bondowoso, higher market demand coupled with declining stocks can provides an opportunity to
enhance the competitiveness of Java Coffee Bondowoso to meet the domestic and export markets
demand. This study purpose is to analyze the competitiveness and formulating astrategic priority
to improve the competitiveness of Java Coffee Bondowoso. The analysis technique used is the
Policy Analysis Matrix (PAM) to determine the competitiveness of Java Coffee @dowoso.
Alternative strategies from SWOT analysis and the priorities are determined by Analytical
Hierarchy Pracess (AHP). The results showed that Java Coffee Bondowoso, both for export and
domestic markets, has comparative and competitive advantages. Comparative and competitive
advantages of Java Coffec Bondowoso for domestic market are better n the export market. Java
Coffee Bondowaoso has most favorable conditions because it hasa lot of opportunities and strengths
that can be used to i:n‘ove the competitiveness. The needed strategy in these circumstances is to
support the policy of aggressive growth (growth-oriented strategy) with main priority strategy to
improve the competitiveness of Java Coffee Bondowoso with market diversification to obtain sales
growth by expanding export markets and increasing the coffee consumption to meet domestic
market.

Keywords: Competitiveness, Policy Analysis Matrix (PAM), SWOT, Analytical Hierarchy
Process (AHP), Java Coffee Bondowaoso.

1. INTRODUCTION

Coffee is one plantation commodity with significant contribution to Indonesia
economy. [t becomes foreign exchange eamer, source of farmer’s income, producer of
industrial raw materials, job creation and regional development. Area of 1.2 million
ha can produce of 675,915 tones and provide jobs for 11.77 million people or 33%
of total agriculture employment (Ministry of Agriculture, 2014). Coffee contributes
US $1.17 million as income and foreign exchange.
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Cotfee has a strategic role as export commodity. Indonesia became one of major
producers of coffee in the world today. Indonesia becomes third largest of world
coffee producer after Brazil and Vietnam (ico.org, 2013). Indonesia’s coffee export
value in 2013 amounted was 9.67%, still lower than Brazil, which reached 28.10%
of total exports coffee (ico.org, 2013).

Indonesia coffee problems are quite complex, ranging from upstream (on
farm) to downstream (off farm). On upstream side, coffee productivity level is still
lower than other coffee producer other world, such as Brazil (1,000 kg/ha/year),
Columbia (1,220 kg/ha/year), and Vietnam (1,540 kg/ha/ year). Coffee production
in Indonesia reached 700 kg/ha/year for robusta cotfee (Coffea canephora) and
800 kg/ha/year for Arabica coffee (Narulita et al., 2014). The low productivity
of Indonesian coffee is because 95% of people’s plantations are generally not use
superior seedlings, cultivation techniques are still modest and slow to rejuvenate
the plant (Narulita et al., 2014; Novita et al., 2012; Drajat et al. 2007). At downstream
(off farm), small scale has limited production facilities and infrastructure (machine
processing and packaging), are less innovative in creating product diversification
where current type of processed coffee is very diverse in community (Narulita et
al., 2014).

Bondowoso is the only district in East Java Province withouta coastline. Western
region is mountainous (part of [yang mountains), center area is high plains and
eastern area is mountains (part of Ijen plateau).

Bondowosois one of Indonesian Arabica coffee production centers. Itis known
as the Java Coffee Bondowoso. Based on the geographical conditions, Bondowoso
can produce arabica coffee due to altitude (more than 900 above sea level); it is
suitable for arabica coffee (Hariyati and Rahayu, 2014). Bondowoso has an area for
people’s coffee of 5.957 ha 2013 with the production reaches 1,846 tons. The area
increases to 6166 ha 2014 with coffee production reached 1,863 tons. The area and
production of Java Coffee Bondowoso are shown in Figure 1 below.

Figure 1 shows a comparison betweenarea and coffee production in Bondowoso-
Indonesia. Cultivation area for Java Coffee Bondowoso increase every each year,
but it does not offset the increase in production and productivity. Java Coffee
Bondowoso Production from the year 2006-2014 has decreased. Productivity of
Java Coffee Bondowoso in year 2006-2014 reached an average of 374 kg/ha/
year. This productivity is much lower when compared to coffee production, both
nationally and internationally, where the coffee production in Brazil reached
1,000 kg/ha/year, Columbia 1,220 kg/ha/year, Vietnam 1,540 kg/ha/year, and
arabica coffee productivity in Indonesia reach 800 kg/ha/year (Narulita et al.,
2014).
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Figure 1: Area and Production of Java Coffee Bondowoso

The issue of quantity, quality, and productivity of Java Coffee Bondowoso need
attention. It is consistent with higher market demand, both domestic and exports.
The phenomenon of lower production and productivity of Java Coffee Bondowoso
makes the selling price always increase, increase in market demand - coupled with
lower stock of Java Coffee Bondowoso. It provides £ opportunity to enhance the
competitiveness of Java Coffee Bondowoso to meet the demand for domestic and
export markets.

2. RESEARCH SCOPE

This study analyzes the competitiveness Java Coffee Bondowoso from Indonesia
and formulates an appropriate strategy to increase competitiveness to recommend
to government. This study is limited to formulation of strategic priorities.

3. LITERATURE REVIEW

ﬁuncept and Theory of Competitiveness

The concept of competitiveness is based on concept of comparative advantage
introduced by Ricardo around the 18th century (1823), hereinafter known as
Ricardian Ricardo models or the Law of Comparative Advantage. Ricardo’s theory
of comparative advantage is then refined by Haberler (1936) who argued that
concept of comparative advantage is based on Cost Balance theory (Opportunity
Cost Theory). The theory of comparative advantage becomes more modern as
proposed by Heckscher Ohlin in Lindert and Kindleberger (1993). It emphasizes
the innate differences of production factor between countries becomes the most
important determination in trading (Sudiyarto, 2006).
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The concept of comparative advantage is a measure of competitiveness
(excellence) potential in terms of competitiveness that will be achieved if the
economy is not distorted (Simatupang, 1991; Sudaryanto and Simatupang, 1993).
Colﬁnodities with comparative advantage also have economic efficiency.

Competitiveness is productivity is defined as output produced by labor.
Competitiveness is determined by a company’s competitive advantage and very
dependent on the relative level of resources. Porter (2001: 12-14), explains the
importance of competitiveness for following three points: (1) boost productivity
and improve the ability; (2) ingease the capacity of economy, both in context of
regional economy as well as the quantity of economic actors so that economic growth
becomes higher; an%?:) the belief that market mechanism creates efficiencies.

Theoretically, a conception of competitiveness could refer to opinion of Hill
and Jones (2009: 3), that competitiveness will be achieved when the profitability of
company is greater than the average profit of all companies in same industry. The
higher the average profitability compared with other companies for same industry
makes company will has higher competitiveness.

The study results of Ambastha and Momaya (2004) concluded that hyper-
competitive era in last few Decades has created the need for an explicit management
of competitiveness. Consequently, Considerable research has beergndertaken on
competitiveness issues at different level. Competitiveness becomes important to be
studied at various levels with developing a comprehensive model and is able to
measure the competitiveness (Cetindamar and Kilitcioglu, 2013). Many studies were
conducted g determine the level of competitiveness in countries, industries and
companies, but there are few studies that focus on enterprise level with a strategy
to tﬁild a globally competitive (Oral, 1993; Offstein et al., 2007).

One way to measure and analyzing the competitive and comparative advantage
of a commodity is Policy Analysis Matrix (PAM). Several studies use PAM to
measure and analyze the competitiveness of agribusiness products as undertaken
by Haryono et al., (2011), Neptune (2006), Gerungan et al., (2013), Ratna etal., (2013),
Emﬁda and Mappigau (2014).

Policy Analysis Matrix (PAM) is a model used to analyze the comparative
advantage (economic analysis) and competitive advantage (financial analysis) of
a commodity. It was first introduced by Monke and Pearson in 1989. According
Monke and [fgarson (1989: 10- 19), purpose of PAM analysis are follow. First is to
calculate the level of private profitability a meagre of farming competitiveness at
level of market price or actual price. Second is to calculate the level of social benefits
by aggpssing farm output and cost efficiency prices (social opportunity cost). Third
is to calculate the transfer effect, as the impact of a policy.
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PAM results can be used to determine country’s competitiveness level in a
system § commodity production technology and views of certain regions, as
well as how a policy can improve the competitiveness through the creation of

siness efficiency and revenue growth. In addition, PAM can also shows the
impact of policy input and output prices or the combination is done by government
to manufacturers.

Policy Analysis Matrix (PAM) can identify profit analysis (private and social),
competitiveness analysis (comparative advantage and competitive advantage), and
analyzes the impact of policies (Monke and Pearson, 1989: 10-19). Assumptions
used {g) PAM, among others: (1) The calculation is based on private cost, that is the
price actually received by producers and consumers or prices that occurred after
the policy; (2) The calculation is based on social cost or a shadow price (shadow
price), i.e., the price of perfect competitive market conditions or prices that occurred
in absence of government policy. The shadow price on tradable cgnmodity is the
price from the international market; (3) tradable output and input can be classified
into components of tradable and non-tradable component; and (4) positive and
negative externalities are considered to cancel each other out.

ompetitiveness Improvement Strategy

SWOT Matrix is an important matching tool that helps managers develop four
types of strategies: SO (strengths-opportunities) strategies, WO (weaknesses-
opportunities) strategies, ST (strengths-threats) strategies, and WT (weaknesses-
threats) strategies. Preparation of strategy at enterprise level needs to be reviewed
as part of competition. Preparation of strategy at enterprise level is also useful to
improve the competitiveness of enigfprises, both at domestic and international level
(Oral, 1993; Offstein et al., 2007). SWOT analysis still plays an important role in
glrategic planning process for several large companies (Afuah, 2009: 324). Utilization
SWOT analysis is based on logic o maximize the strengths and opportunities, but
at same time to minimize the weaknesses and threats (Rante, 2013). SWOT analysis
is a tool to develop a strategy for company to prepare and determine the strategy
to improve its competitiveness (Nayantakaningtyas et al., 2012; Anggrianto et al.,
2013).

Strategy preparation Tefers to analysis results of external and internal
environment whiclgps the basis to choose right strategy (Hill and Jones, 2009:7). The
analysis results of internal and external environment will provide an overview of
company’s position in space matrix. The success of strategy will depend on ability
Ehd accuracy of data analysis of internal and external environment of company.
SWOT analysis will produce four strategies, namely: SO Strategy (strengths-
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opportunities), this strategy uses the company’s internal strengths to take advantage
of external opportunities. WO Strategy (weaknesses-opportunities) aims to improve
the internal weaknesses to exploit external opportunities. ST Strategy (strengths-
threats), using the strength of company to avoid or reduce the impact of external
threats. WT Strategy (weaknesses-threats) is a defensive strategy to reduce internal
weaknesses and avoid external threats. Priority selection strategies are based on
results of analysis of Analytical Hierarchy Process (AHP) to determine the best
strategy to improve the competitiveness of Java Coffee Bondowoso.

4. RESEARCH METHODS

The research location is determined intentionally in Bondowoso with consideration
as centers of arabica coffee producer in Indonesia. Phenomenon of increase in land
area for cultivation of coffee is not matched by the lower production of Java Coffee
Bondowoso year 2006-2014. Productivity of Java Cotfee Bondowoso also still very
lowdnuch lower than the national coffee production.

This study is a combination of exploratory, descriptive and explanatory research.
Explorative research is conducted to obtain in-depth information related to Java
Coffee Bondowoso competitiveness, both for domestic and exfort markets, and
prioritizing strategies recommended to increase competitiveness through theoretical
and empirical studies before continuing with a descriptive study.

Primary data were collected by direct interviews and in-depth source of
information or informants experts in their field and observe the existing documents.
The questions asked had been developed previously by systematic and guided by
valid and reliable questionnaire. The secondary data source is from related agencies,
books, journals and various publications as listed in Bibliography.

Experimental data is analyzed by PAM to determine the competitiveness of Java
Coffee Bondowoso (Monke and Pearson, 1989: 10-19). Furthermore, in formulation
of alternative strategy to increase the products competitiveness is done by SWOT
analysis, and continued Analytical Hierarchy Process (AHP) to determine the
priority strategy to increase competitiveness of Java Coffee Bondowoso.

5. RESEARCH RESULTS AND DISCUSSION

Competitiveness Analysis of Java Coffee Bondowoso

Competitiveness offglava Coffee Bondowoso, both for domestic and international
markets (exports) can be seen from the two indicators, namely comparative
advantage and competitive advantage of commodity. PAM results of Java Coffee
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Bondowoso for export and domestic markets in a sequence are shown in Table 1
and Table 2 below.

Table 1
Policy Analysis Matrix (PAM) of Java Coffee Bondowoso
for Export Market (Rp/Ha)

Cost

Description Incone ; Profit
Input Tradable Domestic Factor
Private price 40.734.341 920.896 22.403.785 17 .409.660
Social price 42.875.557 838.278 19.302.774 22734505
Divergence (2.141.216) 82.618 3.101.011 (5.324.845)
DRC= 0459 PCR = 0,563

Table 2
Policy Analysis Matrix (PAM) of Java Coffee Bondowoso
for Domestic Market (Rp/Ha)

Description Incone cost - Profit
Tradable nput Domestic Factor
Harga Privat 5.734.341 620.896 2.403.785 2.709.660
Harga Sosial 6.865.557 548.267 1.312.776 5.004.514
Divergensi (1.121.216) 72.629 1.091.009 (2.284.854)
DRC = 0,208 PCR = 0,469

Tables 1 and 2 show that tradable inputs of Java Coffee Bondowoso for export
markets reach IDR 920.896, - per ha, higher than the domestic market of IDR 620.896
per ha. Tradable inputs for export markets is covered by high income of IDR
40,734,341 per ha, while the output for domestic market only IDR 5,734,341 per ha.
Differences of tradable inputs make an impact on income level. Capital invested
to domestic market is smaller than the export market. It makes the level of income
is also different between the domestic and export markets.

Comparative Advantage Java Coffee Bondowoso

Table 1and Table 2 show that Java Coffee Bggndowoso has a comparative advantage,
both for export and domestic markets. This is demonstrated by coefficient of
Domestic Resource Cost (DRC) of exports =0.459 and domestic =0.208 less than 1.00.
The coefficient of exports DRC of 0.459 means that in order to produce the added
value of output unit, it can use domestic resources of 0.459, or when synchronized
with official exchange rate SER = IDR 11720.03, then the resources domestic usage is
IDR 5381.63. The coefficient of exports DRC is 0.459 or 45.9% will provide economic
benefits of 54.1% from total cost. DRC Domestic coefficient of 0.208 means that in
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order to produce the added value of output unit can use domestic resources of 0.208,
or when synchronized with official exchange rate SER = IDR 11720.03, then the use
of domestic resources is IDR 2435.50. DRC Domestic coefficient of 0.208 or 20.8%
will provide economic benefits of 79.2% from total cost. These results indicate that
Java Coffee Bondowoso, both for export and domestic markets, have acomparative
advantage or value added larger than domestic resources used.

Java Coffee Bondowoso has DRC coefficient for export market of 0.459 greater
than the domestic market of 0.208. This indicates that Java Coffee Bondowoso
for domestic market has better a comparative advantage level than the export
market.

Competitive Advantage Java Coffee Bondowoso

Table 1 and Table 2 show that Java Coffee Bondowoso has competitive advantages,
both for export and domestic markets. This is shown by coefficient of Private Cost
Ratio (PCR) of export = 0.563 and dorfggstic = 0.469 less than 1.00. PCR exports
coefficient of 0.563 means that in order to increase the value-added output by one
unit, additional USD 1 need domestic factor costs of USD 0.563 or IDR 6595.08.
PCR export coefficient of 0.563 or 56.3% means the cost of 56.3% would provide
economic benefits of 43.7% from total cost. In other words, Java Coffee Bondowoso

3

PCR domestic coefficient of 0.469 means that in ordcrz increase the value-
added output by one unit USD 1, it need domestic factor costs of USD 0.469 or IDR
5498.73. PCR domestic coefficient of 0.469 or 46.9% demonstrates the usage 46.9%
will provide economic benefits of 53.1% from total cost. In other words, the Java
Coffee Bondowoso financially is efficient for domestic market.

financially is efficient for export markets.

Java Coffee Bondowoso has same competitive advantage, both for export and
domestic market. PCR export coefficient of 0.563 is larger than the domestic PCR
coefficient of 0.469. This indicates that Java Coffee Bondowoso has better competitive
advantage for domestic market than export market.

Alternative Formulation Strategies with SWOT Analysis

SWOT analysis is one analysis tool to develop a strategy in order a company can
[} epare and determine the strategy to improve their competitiveness. Utilization
of SWOT analysis is based on logic to maximize the strengths and opportunities,
but at same time to minimize the weaknesses and threats. Research results have
identified each of f:aors strengths, weaknesses, opportunities, and threats of Java
Coffee Bondowoso. Internal Factor Evaluation (IFE) and External Factor Evaluation
(EFE) of Java Cotffee Bondowoso are shown in Table 3.




Analysis and Priority of Competitive Advancement for Arabica Coffee-Java Coffee Bondowoso... e 10273

Table 3

Internal Factor Evaluation (IFE) and External Factor Evaluation (EFE)
of Java Coffee Bondowoso

Internal and External Factors I dﬂi‘fﬁiﬂ:ﬂmr W‘Eﬁ“ Rn}ﬁ'ng (?afrijj

A. Strength/Weakiness
1. Land availability Strength 0,20 2 0,40
2. Land suitability Strength 0,15 2 0,30
3. Human resources Strength 0,10 2 0,20
4. Products quality Strength 0,10 2 0,20
5. Cohesiveness of farmer groups Strength 0,08 2 0,16
6. Domestic tradition and culture Strength 0,02 1 0,02
7. Supporting facilities and infrastructure Weakness 0,05 2 0,10
8. The existence of downstream industry Weakness 0,15 3 0,45
9. Distribution and trading system Weakness 0,05 1 0,05
10. Market Research and development Weakness 0,10 2 0,20
Total (A) 1,00 2,08

B. Opportunity/Threat
1. Market Opportunity 0.25 3 0,75
2. Selling price Opportunity 0.15 2 0,30
3. Government policy Opportunity 0.15 2 0,30
4. Facilities of financial institutions Opportunity 0.10 1 0,10
5. Investor Opportunity 0.05 1 0,05
6. Availability of production facilities Threat 0.05 1 0,05
7. Products from other regions Threat 0.10 2 0,20
8. Climate uncertainty Threat 0.15 2 0,30
Total (B) 1,00 2,05

Table 3 shows that internal factors of Java Coffee Bondowoso with highest rank
(rank 2) and highest weight (weight 0.20) is the availability of land. These results
indicate that availability of land is internal factors that become the main power or
most important in Java Coffee Bondowoso agribusiness. This is consistent with
arabica coffee need, where land in Bondowoso is suitable to become one of centers
of arabica coffee producer Indonesia (Hariyati and Rahayu, 2014). Internal factors
as the weaknesses of Java Coffee Bond owoso with highest rank (rank 3) and highest
weight (weight 0.15) is the presence of downstream industries. These results indicate
that presence of downstream industries is internal factors as a major weakness and
should become top priority to be addressed in Java Coffee Bondowoso agribusiness.
The existence of downstream industry is strategic and plays an important role to
increase the productivity of Java Coffee Bondowoso (Mayrowani, 2013).
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Table 3 also shows that external factor opportunities of Bondowoso-Java Coffee
with highest rank (rank 3) and highest weight (weight 0.25) is the market. These
result indicate that market is an external factor that which becomes the biggest
opportunities in Java Coffee Bondowoso agribusiness. This is in consistent with
government policy, which in recent years has put the international market (exports)
as a priority in implementation of marketing strategies of Java Coffee Bondowoso.
External factors threat of Java Coffee Bondowoso with highest rank (rank 2)
and highest weight (weight 0.15) is a climate uncertainty. These results indicate
that climate uncertainty is biggest external factors threat and a top priority to be
anticipated in Java Coffee Bondowoso agribusiness.

Assessment of internal and external environment factors shows that Java
Coffee Bondowoso agribusiness in most favorable conditions because it has a lot of
opportunities and strengths that can be used to imfove their competitiveness. The
strategy needs to be done in these circumstances is to support aggressive growth
policy (growth-oriented strategy). Furthermore, alternative strategies that can be
recommended are shown in SWOT matrix at Figure 2 below.

STRENGTHS (S) WEAKNESSES (W)
1. Land availability (51) | 1. Domestic tradition and culture (W1)
IFE 2. Land suitability (S2) 2. Supporting facilities and
3. Human resources (S3) infrastructure (W2)
4. Products quality (S54) | 3. The existence of downstream industry
EFE 5. Cohesiveness of farmer | (W3)
groups (S5) 4. Distribution and trading system (W4)
5. Market Research and development (W5)
OPPORTUNITIES (O) STRATEGY 50: STRATEGY WO:
1. Market (O1) 1. Market diversification |1. Enhancing the Research and
2. Selling price (02) (51,52, 53,55,01,03, | Development (W1, W2, W4, O1, 02,
3. Government policy (O3) 04 03, O4)
4. Facilities of financial 2. Product diversification | 2. Enhancing the foreign cooperation
institutions (O4) (S2,53,54,56,01,03, | (W3, W4, 01,02, 03, 04, O5)
5. Investor (05) 4, O5)
THREATS (T) STRATEGY ST: STRATEGY WT:
1. Availability of production | Improving farmer skill 1. Implementation of Research and
facilities (T1) (52,53,54,55,T1, T2, T3) Development result (W1, W2, W4, T1,
2. Products from other T12)
regions (12) 2. Improving transportation facility (W1,
3. Climate uncertainty (T3) W2, W3, W4, T3)

Figure 2. SWOT Matrix of Java Coffee Bondowoso

SO Strategy

SO strategy uses strength to take advantage of opportunities. SWOT analysis results
show two SO strategy below.
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1. SO1 Strategy: Market Diversification. SO1 strategies is used to obtain Java Coffee
Bondowoso sales growth by expanding export markets and increase the coffee
consumption to satisfy the domestic market.

2. SO2 Strategy: Product Diversification. Product diversification is a strategy to
add the product types. Strategy §O2 can be done with processed products
diversification of Arabica coffee, such as roasted coffee, instant coffee, coffee
mix, decaffeinated coffee, soluble coffee, coffee beer and ice coffee. This strategy
can be implemented to makes Java Coffee Bondowoso become a commodity

that has high competitiveness in international and domestic markets (Narulita,
etal., 2014; Mayrowani, 2013).

WO Strategy

WO strategy is done to improve the weakness by utilizing the existing opportunities.
SWOT analysis results show tWHVO strategy below.

1. WOT1 Strategy: Enhancing the Research and Development division. This strategy
is implemented to solve the existinggroblems in facilities and supporting
infrastructure, downstream industries, distribution and administration, as well
as the market research and development. The development of post-harvest
technology is important to become a priority because of nature and character
of agribusiness products are perishable (Mayrowani, 2013). Postharvest
Technology of Java Coffee Bondowoso still done traditionally with simple
facilities that have not been able to increase its productivity.

2. WO?2 Strategy: Increasing the foreign cooperation. Government makes policies
to support Java Coffee Bondowoso to become products for their export markets
(increasing demand), stable selling price, financial institutions facility and more
investors continuously. The medium term expectation is the improvement
of business administration scheme which is still less profitable for domestic
entrepreneurs.

ST Strategy

ST strategy uses the strength to anticipate or mitigate the threats. SWOT results
show SO strategy should increase the farmer’s skill. Higher skill of Java Coffee
Bondowoso farmers needs more attention. It is consistent with research results of
Soetriono (2009), Narulita, et al., (2014); and Novita et al., (2012) that awareness
and understanding of farmers are still low. This condition is also occurred in Java
Coffee Bondowoso farmers. Low awareness and understanding of farmers will
affect the selection of seeds and improvement of harvest quality.
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WT Strategy

WT strategy minimizes the weaknesses and anticipates the threats. SWOT analysis
results show two WO strategy below.

1. WTT Strategy: Using the findings of Research and Development. Facilities
and supporting infrastructure are inadequate and less optimal in presence of
downstream industry, distribution and business administration, and research
and market development are expected to be resolved with results of research
and development that can be applied on a small scale at farm level (Narulita,
etal., 2014).

2. WT2 Strategies: Improving transportation facility. Transportation generally
becomes a problem for traditional farmers. This triggers many farmers to sell Java
Coffee Bondowoso at domestic market. Transportation facility improvement
became a necessity to minimize the production costs of farmers.

Prioritizing Strategies Using Analytical Hierarchy Process (AHP)

The proposed alternative strategies are analyzed by Analytical Hierarchy Process
(AHP). AHP resolve problems in an organized framework, it can be expressed for
effective decisions on the issue. The working principle of AHP is a simplification of a
complex problem that unstructured, strategic and dynamic into a parts and arranged
in a hierarchy. Hierarchical structure strategy elements to increase competitiveness
of Java Coffee Bondowoso shown in Figure 2 below.

[

\ Competitors Domestic
e ]S
H Farmers Efficiency
[Cermrore JE25
Government Export

"‘

Figure 2: Structure Elements of Strategy Hierarchy to Increase Competitiveness
> of Java Coffee Bondowoso

The importance level of each variable is shown by numerical value, subjectively
about the importance of these variables and relatively compared to other variables -
from the various considerations and then synthesized to define a variable with high
priority and serves to affect the outcome of system. AHP analysis results produce
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strategic priority to improve the competitiveness of Java Coffee Bondowoso, as
shown in Figure 3 below.

Synthesis with respect to:
Goal: Dayasaing
Owerall Inconsisiency = 08

2
EBEGESY

Figure 3: Alternative Priority Strategy to improve Competitiveness
of Java Coffee Bondowoso

Figure 3 shows the priority strategy to increase competitiveness of Java Coffee
Bondowoso. The first strategic priority at 0.263 weighs is SO1 strategy, namely the
markets diversification. The second strategic priority 0.179 weight is WO1 strategy,
namely the enhancing the Research and Development division. The third strategic
priority at 0.168 weight is SO2 strategy, products diversification. The fourth strategic
priority withat 0.126 weight is WO2 strategy, namely to increase foreign cooperation.
The fifth strategic priority at 0.098 weights is ST1 strategy, increasing the farmer’s
skill. The sixth strategic priorities at 0.087 weight is WT2 strategy, utilization of
research and development, and seventh strategic priority at 0.080 weight is WT1
strategy, namely transportation improvements.

6. CONCLUSIONS AND SUGGESTIONS

Conclusion

Java Coffee Bondowoso has acomparative ad vantage, both for export and domestic
market. This is demonstrated by export DRC coefficient (0.459) and domestic
DRC (0.208) are smaller than 1.00. Java Coffee Bondowoso also has a competitive
advantage, both for export and domestic market. Thigjs demonstrated by export
PCR coetficient (0.563) and domestic PCR (0.469) are smaller than 1.00. The DRC
and PCR coefficient of Java Coffee Bondowoso for domestic market is smaller
than the export market. This shows that comparative and competitive advantages
of Java Coffee Bondowoso for domestic market are better than the export market.
Java Coffee Bondowoso is in most favorable conditions because it has a lot of
opportunities and strengths that can be used to improve their competitiveness. The
strategy needs to bgflone in these circumstances is to support the growth-oriented
strategy with main priority strategies to improve the competitiveness of Java Coffee
Bondowoso through market diversification to improve sales growth by expanding
export markets and increase the consumption of coffee to meet domestic market.
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Suggestion

Future researches should enlarge the research scope and greater detail by adding
or multiplying the variable factors. Further research should explore deeply each
alternative strategy and strategic priorities that have been recommended to provide
the best strategies in improving the competitiveness of Java Coffee Bondowoso.
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