I

Journal of Agriculture and Rural Development in the Tropics and Subtropics \\‘Y

Vol. 118 No. 1 (2017) 69-80 \F’{
ISSN: 2363-6033 (online); 1612-9830 (print) — website: www.jarts.info 8 JARTS

urn:nbn:de:hebis:34-2017010351858

Droughts and debts: The domestic tea value chain and
vulnerable livelihoods in Girimukti village, West Java, Indonesia

Widyawati Sumadio?, Edo Andriesse®”,
Frimanisa Aprilianti & Andika Sulyat @

aDepartment of Geography, Faculty of Mathematics and Natural Sciences, Universitas Indonesia
bDepartment of Geography, College of Social Sciences, Seoul National University, Republic of Korea

Abstract

This article is concerned with the linkages between the livelihoods of tea smallholders and domestic value chainsin
Indonesia. Theoretically, our empirical inquiry is informed by an integration of the sustainable livelihoods approach
and value chain analyses. This enables a better investigation of micro (livelihoods) — meso (industry) — macro
(national and international trends and political economy) interdependencies and interactions. In addition to value
chains and socioeconomic challenges, tea smallholdersin Indonesia are also confronted with droughts due to climate
change and the 20152016 El Nifio. The empirical work consisted of 36 semi-structured interviews in Girimukti
village in West Java; a remote village relatively far from urban markets. Overall, our analysis demonstrates that tea
smallholdersare not poor, but arein avulnerable position and remain far below the level of astable lower-middleclass.
The smallholderslack human and financia capital and growing teais not supported by horizontal coordination/socia
capital. In contrast, afew wealthy tea agripreneurs have established themselves as providers of inputs, intermediaries,
tea drying factories, informal rural banks and village philanthropists. In other words, Girimukti is host to a process
of increasing rura inequality driven by endogenous actors who are able to accumulate and concentrate tea assets
and position themselves as essential nodes within the domestic tea value chain. The adaptive strategy of rural-urban
migration from Girimukti to escape rural marginalisation is unattractive because of relatively low human capital levels.
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1 Introduction to 70.8 thousand tonnes in 2013; and this within an

expanding global tea market (Suprihatini, 2015; FAO,

At the end of 2013 the Indonesian government ini-
tiated a “national tea dialogue” to “revitalise the tea in-
dustry” (Indonesia-Investments, 2013). The government
and key industry players worried about declinesin pro-
ductivity and exports. Indonesia used to be the fifth
largest exporter after Kenya, China, Sri Lanka, and In-
dia, but Vietnam overtook Indonesiain 2007. Although
production remained stabl e between 2006 and 2013, ex-
port volumes shrank from 91.7 thousand tonnesin 2008
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2014, p. 18; Global News Wire, 2016). Consequently,
production for domestic markets has become more im-
portant.

This article is concerned with the linkages between
the livelihoods of tea smallholders and domestic value
chains (DVCs). Many publications have scrutinised the
insertion of smallholdersin global value chains, for in-
stance Indonesian oil palm smallholders, yet many peas-
ants continue to produce for national markets (see, for
example, Guarin (2013) for fruits, vegetables and beef
in Colombia). Theoretically, our empirical inquiry isin-
formed by an integration of the sustainable livelihoods
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approach (SLA) and value chain analyses (Neilson &
Pritchard, 2009; Challies & Murray, 2011; Mitchell &
Coles, 2011; Ingram et al., 2012; Neilson & Shonk,
2014; Andriesse, 2014; Andriesse & Lee, 2017). In
addition to value chain and socioeconomic challenges,
tea smallholders in Indonesia are also confronted with
droughts due to climate change and the 20152016 El
Nifio (Jakarta Post, 2015; Jakarta Globe, 2015), arecur-
rent climatological phenomenon that causes droughts
in Southeast Asia while there are higher precipitation
levels on the Pacific coast of the Americas. This has not
only significantly intensified the vulnerability context of
teasmallholdersin Indonesia, but has also affected over-
all agricultural production in Southeast Asia (Channel
News Asia, 2015; Bangkok Post, 2016a,b).

We conducted semi-structured interviews in
Girimukti village, in Bojonggambir sub-district of
Tasikmalaya regency, West Java province in September
2015. Dutch planters successfully introduced tea into
West Java in the early nineteenth century. At present
the province accounts for 77% of Indonesian tea
plantations (Ministry of Agricultureand Indonesian Tea
Board, 2014). The problem statement is as follows:

How are smallholders in Girimukti inserted
into the domestic tea value chain, what is the
impact of droughts, and how do they adapt
their livelihood strategies to the heightened
challenges and threats?

For purposes of comparison, and to highlight regional
variety, we also investigated a large tea plantation in
Targju sub-district, located in Tasikmalaya regency as
well, employing 600 villagers. This plantation is owned
by one of the largest tea firms in Indonesia, catering to
both the domestic and global markets. The next sec-
tion explains the advantages of integrating the SLA and
value chain approaches. This is followed by an over-
view of the research methodology. Section four forms
the backbone of the article and presents the empirical
results. The final section sums up the main arguments
and presents the theoretical implications and policy re-
commendations.

2 Integrating the SLA and value chain ap-
proaches

Although the relative contribution of agriculture to
Indonesia’s total employment and economic output has
declined, 39 million people are still engaged in farming
as part of their livelihood (ADB, 2015). The absolute

number of people working (at least partly) in agricul-
ture is reducing very slowly. Therefore, analysing rural
development challenges continuesto be highly relevant.
The SLA provides an appropriate way of organising
the complex issues around poverty by investigating the
following three factors: the capitals pentagon (human,
natural, financial, physical, and social), the vulnerabil-
ity context, and the institutional and political economy
(IFAD, n.d.). Thesethreefactorsculminatein livelihood
strategies that, in turn, determine livelihood trajector-
ies. In addition, these trajectories then provide feedback
for subsequent ideas, changes, and improvements with
respect to the capital s pentagon (the dashed line in Fig-
urel). A maor outcome of livelihoods studiesin South-
east Asia has been the observation that farming families
have increasingly relied on non-farm income, includ-
ing remittances (Rigg & Vandergeest, 2012; Rigg et al .,
2016). On the one hand, democratisation and decent-
ralisation in many countries has led to a resurgence of
local communitiesdetermining their own fate. The Phil-
ippines embarked on a decentralisation schemein 1991
and Indonesia experienced a big bang scheme in 1999,
shortly after the Asian financial crisis and the collapse
of the Suharto regime (Rola, 2011, pp. 167-198; Tomsa,
2015, pp. 155-157). On the other hand, Scoones (2009)
contends that the SLA suffered from declining interest
among academic and policy circles after 2000 due to
the lack of engagement with four macro trends: eco-
nomic globalisation, power and palitics, climate change,
and agrarian change. In other words the academics and
policy-makerswere preoccupied with thelocal level, the
micro level. Nevertheless, in recent years the investi-
gation of livelihoods has resurfaced. Academics and
practitioners, such as non-governmental organisations,
increasingly address some of the limitations identified
by Scoones.

As noted in the introduction, several publications
have integrated the SLA with agricultural value chain
analyses. This has enabled a better investigation of mi-
cro (livelihoods) — meso (industry) — macro (national
and international trends and political economy) interde-
pendencies and interactions (Andriesse & Lee, 2017).
Value chains studies seek to follow material, financial,
and ideational flows from the point of origin, inputs
via farmers, intermediaries (middlemen is not an ap-
propriate term anymore), processors, wholesalers, and
retailers, through to the end consumers. An important
topic that has often been studied is chain governance,
which can be divided into vertical and horizontal co-
ordination. Vertical coordination refersto the process of
forming closer relationships between actors at different
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Fig. 1: Integrating the sustainable livelihoods approach (SLA) and the upstream domestic value
chains (DVC) approach. Green: DVC approach; Blue: SLA; Purple: included in both approaches;

dashed blue line refers to feedback mechanisms.

functional nodes of a value chain. Horizontal coordin-
ation refers to the process of forming closer relation-
ships, formal or informal, among actors within the same
functional node of a value chain, in fact very similar
to socia capital (Mitchell & Coles, 2011). Value chain
governance and the extent of government intervention
determine the specific configuration. Four types can be
distinguished:

e chains regulated by the invisible hand of the mar-
ket. One example is fruits, vegetables, and beef in
Colombia (Guarin, 2013)

e chainsin which dominant lead firms manage many
of the activities, for example, through the contract
farming of tobacco and corn in various countries,
and rubber in Laos (Andriesse, 2014)

e verticaly integrated chains. In this case firms
own plantations, processing facilities and market-
ing channels. A good example is Chiquita owning
banana plantations in Costa Rica, Guatemala, Hon-
duras and Panama.

e chainsregulated by the visible hand of the state. The
government of Thailand for example, sets both up-
stream and downstream prices and sets the produc-
tion levelsfor smallholders and sugar mills (Choi &
Andriesse, 2014).

Furthermore, it isworthwhileto notethat our research
is mainly concerned with the domestic tea value chain.
Thisimplies that it is useful to pay greater attention to
domestic trends than to the demands of foreign custom-
ers and transnational retailers, as well as international
quality and ethical standards (with respect to environ-
mental pollution and child labour); factors that are usu-
aly investigated in the globa value chain literature.
Nevertheless, the international tea market is still rele-
vant since Indonesia imports tea from Vietnam to meet
its domestic demands. Global value chains and DV Cs
often interact (Godfrey, 2015). Figure 1 presentsan ana-
lytical framework that integrates the SLA approach with
the upstream DV C approach. The blue section in the
figure represents SLA elements, the green section repre-
sents DV C elements, and the purple represents elements
that both approaches usually take into account. Integrat-
ing these two bodies of knowledgeistheoretically sound
for three reasons. First, there are two important similar-
ities: socia capital/horizontal coordination, and institu-
tions and political economy.

Asaresult of earlier critiques of thelocal, rather isol-
ationist, perspective of the livelihoods studies, conduc-
ted by protagonists of the SLA approach, the impact of
institutional arrangements have been increasingly scru-
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tinised at the national and international levels, as has
the impact of unequal power relations. This is highly
relevant since smallholders frequently occupy a mar-
gina position within value chains and, indeed, in the
wider society. For example, due to limited educational
attainment in the peripheral regions of many developing
countries, smallholders are not aware of midstream and
downstream businesses, objectives, and interests.

Second, orthodox value chain analyses assume a con-
tinuous flow of intermediate products from upstream
to midstream and downstream levels. However, nat-
ural disasters such as climatological extremes can com-
pletely disrupt a value chain. The vulnerability context
takes this possibility into account (Andriesse & Lee,
2017). The natural environment as a cause of value
chain disruptions and livelihoods' struggles should re-
ceive more attention, particularly given the forecasts of
more frequent weather extremes as a result of climate
change (IPCC, 2014; Noy, 2014). Third, the integra-
tion, as presented in Figurel, enables analysis of the
scalar dynamicswith respect to process and product up-
grading: in the case of agricultural value chains, adding
valuein situ in order to achieve higher income levelsfor
farmers and rural communities. Intermediaries and do-
mestic processors are often reluctant to engage in ver-
tical coordination and upgrading efforts because these
usualy lead to lower profit margins. In theory, the gov-
ernment could play a meaningful role here (Challies &
Murray, 2011), for example, by promoting rural cooper-
atives that could eventually circumvent intermediaries,
transforming social capital into economic/financial cap-
ital. To benefit from economies scale and scope, and to
have amore powerful negotiating position, it isimperat-
ivefor rural cooperativesto have membersfrom several
villages (Castella & Bouahom, 2014). In a study of cof-
fee production in southern Sulawesi, Indonesia, Neilson
& Shonk (2014, p. 286) integrated livelihoods and value
chains as well and concluded the following:

We, however, have emphasised the centrality
of cultural norms and social expectations in
delineating realistic investments in different
livelihood strategies and the possibility that
different value chains may contribute highly
specific needs within a broader livelihood
portfolio. A key finding from this particu-
lar coffee-informed case study is that distinct
livelihood strategies affect both the willing-
ness of farmers to participate in value-chain
upgrading as well as their potential to gain
tangible benefits from enhanced value-chain
integration.

Insum, thereisalarge variety of chain configurations
and livelihoods' strategies and a considerable extent of
interdependency. Section four of thisarticlewill demon-
strate how several of these relevant interactions play out
in the case of tea smallholdersin West Java, Indonesia.

3 Methodology

Large scale tea plantations account for 54 % of land-
holdingsin Indonesia; teasmallholdersfor 46 % of land-
holdings. Large scale plantations are either owned by
private firms or by the state. There are approximately
100,000 tea smallholdersin Indonesia. On average their
landholdings are small: 0.6 hectares. We deliberately
chosearural research areathat islocated relatively peri-
pherally in order to be able to investigate amarginalised
community. Girimukti village (desa), part of Bojong-
gambir sub-district (kecamatan), in the Tasikmalaya re-
gency (kabupaten), is 70 km from Tasikmalaya city (see
appendix noting that we mainly followed the trandlation
of Statistics Indonesia BPS; kapubaten is sometimes
trandated asadistrict, such asin Tomsa (2015)). Thatis
not far, yet dueto the hilly terrain and poor roadsit takes
1.5 hoursby motorcycle and 3 hours by public transport.
Tasikmalayaregency isdivided into 39 sub-districtsand
it is the third most important tea regency of West Java
province after Cianjur and Sukabumi provinces (Min-
istry of Agriculture and Indonesian Tea Board, 2014).
Girimukti village is 700 masl and has 4,000 registered
inhabitants (approximately 1,000 households) of which
a quarter is below the age of 17 (Interview with the
Girimukti’svillage secretary, referred to as Secdes, mul-
tiple dates).

We employed aqualitative approachin order to obtain
information about tea growing traj ectories, current prob-
lems and opinions on challenges and government sup-
port. Semi-structured interviews and field notes were
the two main methods to collect data. The interviewees
were selected based on their position in the local tea
industry. We aso sought to find a balance between
wealthy, average and poorer tea smallholders. Aninitial
trip to the district was made in August 2015 to prepare
the fieldwork, meet several key informants, and obtain
permission from the head of the village. In September
2015 we conducted 36 semi-structured interviews: 23
with tea smallholders, the mgjority of which werein the
hamlets of Cipalangan and Cikawung, and 13 with key
informants such as the village head (Kepala Desa) who
has a 1-hectare tea plantation, the Secdes, intermediar-
ies (bandar), the most dominant tea entrepreneur, and
peopleinvolved in crops and regional value chains other
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than tea. We also visited the district of Targju to in-
terview PT Sinar Inesco: one of the largest tea firms
in Indonesia and part of PT Agropangan Putra Mandiri
that sellsteain both the domestic and international mar-
kets. Targju district isa 1.5 hours drive by public trans-
port from Tasikmalaya city. The district has a long tea
history. The first planter in Targju was the Dutchmen
Willem Bouwens who lived from 1879 to 1941.

The semi-structured interviews with tea farmerswere
conducted in Sunda language; spoken by 39 million
people in West Java. The questions covered basic in-
formation, insertion in upstream DV Cs (most notably
the relationships with intermediaries), the impact of the
current drought, and livelihood strategies. Most inter-
viewees were not willing to disclose precise income and
financial data. The questions for key informants were
wider in scope and were designed to obtain greater in-
sights at village level, the prospects of the tea industry,
and potential livelihood alternatives. During the field-
work we were fortunate to stay at the house of the vil-
lage head. Therefore, it was relatively easy to make ap-
pointments with key informants as well asto gain valu-
ableinsightsinto the history and socio-economic condi-
tions of the village. Finally, we have maintained close
contact with the Secdes and have regularly asked follow
up questions.

4 Results

Many households have a diversified agricultural live-
lihood, growing rice for their own consumption, grow-
ing tea for sale, and keeping goats both for their own
consumptions and for sale. Out of the 1,000 households
884 grow rice, 736 grow tea, and 485 households keep
goats (data obtained from the village office). Individuals
started to grow teain the 1980s. Thiswas soon followed
by government programmes, most notably the PIR pro-
gramme to improve rura livelihoods which, in the case
of Girimukti, was sponsored by the central government
and Asian Development Bank. Consequently, Bojong-
gambir experienced deforestation, villages grew rapidly
and became more modern. The connection of Girimukti
to the electricity grid in 1995 illustrates the integration
of rural West Javainto modernity.

The average tea landholding is 0.8 hectares, similar
to the Indonesian average of 0.6 (Ministry of Agricul-
ture and Indonesian Tea Board, 2014). The exception
is one wesalthy rural agripreneur (see next section). Hu-
man capital among theintervieweesisrather limited and
most have not enjoyed secondary education. Neverthe-
less, their children attend high school in the main vil-
lage of the district. The few wealthy parents send their

children to better schools in Targju district. Most chil-
dren dream of white-collar jobs, but few have the skills
to land one. Thisimplies that there is sufficient labour
availablein thevillage.

4.1 Fragile and unequal insertion in the domestic tea
value chain

Small tea plants need two to three yearsto grow to full
maturity. The leaves can then be plucked once a month
provided the tea plants are healthy and weather condi-
tions are fine. The green tea leaf price in Girimukti in
September 2015 was 1,600 Indonesia Rupiah (IDR) per
kilo (€ 0.1). Fertiliser costs400 IDR per kilo (andis of-
ten bought from the intermediary), and transportation of
teais 200 IDR per kilo (interviews with smallholders).
Despite the drought the upstream tea price is slightly
lower than five years ago, mainly due to greater free-
dom in agricultural trade as part of the ASEAN Eco-
nomic Community that allows for relatively cheap im-
ports from Vietnam to meet domestic demand. Small-
holdersusually sell their produceto intermediarieswho,
inturn, sell it to tea-leaf drying factoriesfor 1,750 IDR
per kilo. Suprihatini (2015) found that farm gate prices
on average are equivalent to 15.8% of the consumer
price. There are six factoriesin the sub-district that dry
and pack the tea and sdll it to large traders and pro-
cessors in Sukabumi, a major central tea market, for
12,000 IDR per kilo (€ 0.75). Two of the drying fac-
tories in Bojonggambir are owned by Pak Atis and his
family.

The family of Pak Atis is by far the dominant tea
agripreneur in Girimukti and it is a prime example of
rural capital accumulation in Indonesia (see also Rutten
(2003) for a comparative study of Indonesia, Malaysia,
and India). At present this family owns 50 hectares and
rents a further 100 hectares from the village. Pak Atis
described his dramatic ascendency as follows:

| started very small. At first | inherited from
my parents. During the Asian Devel opment
Bank programme many farmers planted tea
but there was only one small tea[drying] fac-
tory. Farmers got upset because they could
not sell their tea leaves, so they started to sell
their land to me in the 1990s. Besides buying
from farmers | aso cut down the forest and
transformed it into tea plantations (Interview
with Pak Atis, 18 September 2015).

Pak Atis also established two drying facilities each
of which employ 20 people. Furthermore, he hires 150
villagers to pluck tea leaves, he owns a tea seed busi-
ness, he acts as the de facto bank in the village (see next
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section), several of his family members are teainterme-
diaries, he has recently established a road construction
firm, and he sponsors many village activities such as fi-
nancing the building of a new mosgue. Other influential
familiesthat own drying factories are Pak Nana Rohana
and family and Pak Hasan who built the first tea factory
in Girimukti. At the subdistrict level, the government
appointed Agriculture, Fishery and Forestry Counseling
Office (Balai Penyuluhan Pertanian, Perikanan dan Ke-
hutanan — BP3K) is in theory responsible for assisting
farmers. Their main responsibility is to support pro-
spective farmers develop their fields and to ensure that
cultivated lands are not in dispute. Occasionally they
also provide counselling for farmers to overcome pest
problems or introduce new types of fertilisers. How-
ever, their mandate is not to provide farmerswith awide
range of agricultural needs (interview with the Head of
BP3K in Targju sub-district, 17 September 2015). In
sum, although the Indonesian government and the Asian
Development Bank had good intentions three decades
ago, triggering a process of inclusive insertion has been
difficult.

4.2 Droughts and debts

The mgjority of interviewees argued that two factors
greatly affect their livelihoods: droughts and debts. The
former pertains to the vulnerability context and causes
disruptions in the value chain and in securing small-
holders incomes. The latter pertainsto financial capital
(Figurel). Normally thedry season is between May and
September. Yet, in recent yearsthe dry season has lasted
until November. Many smallholders complained that
they used to pluck tealeaves once a month but nowadays
it is only possible to do so once every two months, in
smaller amounts and lower quality. This has affected
teayields and revenues. Furthermore, the 2015-2016 El
Nifio has intensified the prolonged drought. An Op-Ed
piece in the Jakarta Post (2016) stated the following re-
garding the impact of El Nifio on Indonesia’ s economy:

El Nifio is estimated to decrease Indonesia’s
growth by 0.31 percent quarterly and asits ef-
fects are expected to persist for the next two
quarters, the cumulative effect on growth will
be about —0.91 percent. The agriculture sec-
tor will be hit hardest since the decrease in
growth will mainly come from there.

Indonesian rice farmers are postponing planting due
to the delayed rainy season and El Nifio has also caused
problems for farmers in Thailand and the Philippines.
This strengthens the argument that academics and rural

devel opment practitioners need to pay more attention to
natural hazards as a cause of value chain supply disrup-
tions (Andriesse & Lee, 2017).

Since the price of inputs, mostly fertilisers, is in-
creasing the overwhelming magjority of tea smallhold-
ers resort to incurring debts. Access to formal credit is
hampered by the lack of collateral. The smallholders
land titles have an intermediate status. Acquiring fully
official and complete land titles is too costly since only
notaries are alowed to process the documents. Con-
sequently, many smallholders borrow money from the
informal credit market. Pak Atis and his family, again,
isthe dominant family here. Theinterviewswith key in-
formants reveal ed that approximately 400 out of the 736
tea smallholders have borrowed money from this fam-
ily. For example, one close relative of Pak Atis man-
ages a portfolio of 100 debtors with a total outstanding
credit of 400 million IDR (€25,000). That implies an
average debt of 4 million IDR per household (€250).
In addition to acting as a bank she is also a tea inter-
mediary (interview with a close relative of Pak Atis, 17
September 2015). Therefore, while this family does not
chargeinterest (conforming to Islamic tradition) it is not
only highly influential in terms of the material upstream
value chain, but also in respect of thefinancial flows that
are associated with it. Thisis reminiscent of the litera-
ture on agricultural debt-fare, rather than welfare capit-
alism (Soederberg, 2012), and debt driven value chains
(McMichael, 2013), yet there is one crucial difference.
In contrast to contract farming where multinational ag-
ribusiness conglomerates squeeze out farmers, benefit-
ing from agriculture is embedded in a domestic value
chain through a localised process of capital accumula-
tion:

4.3 Adaptivelivelihood strategies

How do smallholders adapt to their fragile and un-
equal insertionintheteachain? First of al it needsto be
pointed out that smallholders are essentially left to fend
for themselves. Thereis alack of upstream horizontal
coordination/social capital (Figurel) and thereisnovis-
ibleintervening hand of the state. Institutional and polit-
ical support is missing. The government retreated afew
years after introducing tea into the village. We found
no evidence of skillstraining, formal micro finance, and
micro insurance. Upgrading has also been non-existent
dueto limited accessto upgrading initiatives by the gov-
ernment or other (non-governmental) actors). Virtually
all interviewed smallholderswere not aware of the exist-
ence of BP3K in Targju sub-district (introduced in sec-
tion 4.1). The Indonesian Tea Board supports tea co-
operatives but it is not in a position to reach out to all
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tea-based villages in West Java; especially the most re-
mote ones.

In light of these shortcomings, in recent years vil-
lagers have sought to diversify their income generat-
ing activities. In addition to growing rice and keeping
goats they have started to sell cardamom, palm sugar,
bananas, and chillies. In fact, they are seeking to in-
sert themselves into new regional value chains. A ma-
jor obstacle to this is the travel time to urban markets.
Therefore, similar to the tea business, they are highly
dependent on intermediaries who have the means and
networks to bring rural products to urban markets such
as Tasikmalaya city. Pak Endang, for example, isanin-
termediairy who collects bananas and sugar palm from
farmers in Girimukti and sells produce in three differ-
ent urban markets. He buys bananas for 2,000 IDR/kg
(€0.13) and sells them for 3,500 IDR/kg (€0.22); and
buys palm sugar for 12,000 IDR/kg (€0.81) and sellsit
for 14,500 IDR/kg (€1.0) (interview with Pak Endang,
20 September 2015). Tea remains the main source of
monetary income but other crops are set to gainin im-
portance. However, the smallholders are not planning
to give up growing tea since tea farming is perceived
as a respectable activity. Therefore, most smallholders
still think growing and selling tea should be part of their
lives.

There is no evidence of increasing rural-urban mi-
gration of younger people. The interviewees were also
from a mixed age range: from a newly married woman
of 20 to someone aged 76 years. At present only 80 vil-
lagers live elsawhere; they have either migrated to an-
other village, to Tasikmalaya city or to Jakarta (inter-
view with the Secdes, multiple dates).

Unfortunately, tea smallholders were very reluctant
to estimate their monthly income. However, our ob-
servations and interviews with key informants suggest
an overall living standard that is above the poverty
line. People in Girimukti do not need to buy rice,
children go to school, young people do not leave the
village, mobile phones are widespread, but most fam-
ilies cannot afford motorcycles, cars, and pilgrimages
to Mecca. The Secdes estimates the average tea rev-
enues at 400,000 IDR (€25) amonth. Therural poverty
line for West Java province in 2014 was 285,076 IDR
(€17.8) per capita per month (BPS, 2015, p. 51). Given
the fieldwork findings of increasing agricultural diver-
sification, a safe estimate is an monthly income some-
where between 400,000 and 600,000 IDR (€37.5). Ac-
cording to the World Bank (2015) “ approximately 40 %
of al [Indonesian] people remain clustered around the
national poverty line set at 330,776 IDR (€21) per cap-

itaper month”. Thewealthier smallholdersarein danger
of falling into this category given that debts and climate
extremities are predicted to increase, tea revenues are
volatile, and agricultural diversification is challenging.

4.4  Abrief comparison with plantation workersin Ta-
raju district

Approximately 30km North of Bojonggambir dis-
trict, tea dynamics are markedly different. In Targju dis-
trict the 728 hectares PT Sinar Inesco plantation dom-
inates rural life. Rather than the atomistic activities of
smallholders and intermediaries described above, this
plantation forms part of avertically integrated tea chain.
It is part of PT Agropangan Putra Mandiri that owns
seven large tea plantations in West and East Java. This
firm in turn, is part of the PT Rekso conglomerate
whose trading activities includes exporting teato whol e-
salersin the Middle East and Russia (interview with PT
Agropangan Putra Mandiri Sentul office manager, 28
September 2015). PT Sinar Inesco employs around 600
peoplein Targju; 350 teapluckersand 250 factory work-
ers.

Similar to the situation in Girimukti, growing tea is
heavily affected by longer and more extreme droughts.
In 2010 production was 60 tonnes a day; during the
time of fieldwork in 2015 it was a mere 3 tonnes a day.
The management is facing financial losses and is con-
sidering replacing teawith other cash crops such as rub-
ber and timber (interview with PT Sinar Inesco man-
ager, 19 September 2015). According to key informants,
plantation workers can earn 1,456,000 IDR (€91) each
month during the rainy season, but only 312,000 IDR
(€20) per month during dry spells. Meanwhile, tea fac-
tory workers are paid only two days a week during dry
spells.  Consequently, longer and deepening droughts
since 2010 have led to increasing temporary and per-
manent migration from Targju district to urban areas,
most notably to Tasikmalayacity. As Sinar Inesco owns
most land in Targju, agricultural diversification among
villagersisimpossible.

Prior to 2011, PT Sinar Inesco’s employees enjoyed
a higher standard of living than smallholders. Oxfam
(2013, p. 4) also concluded that the wages of tea pluck-
ers in West Java were above international benchmarks
and families lived above the rural provincia poverty
line. The current changing vulnerability context is caus-
ing a convergenceof rural welfare and wellbeing within
the Tasikmalaya regency. Furthermore, the farmers’ co-
operatives in Targju are not powerful enough to influ-
ence PT Sinar Ineso’s behaviour, let alone the corporate
leadership of PT Rekso. In the event that agricultural
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diversification in Bojonggambir turns out to be success-
ful, landless families in Targju will be relatively worse
off and will only be able to rely on migration to urban
areas. Replacing tea with other cash crops is likely to
lead to further job losses since teais one of the most la-
bour intensive crops. A vertically integrated tea chain
could contribute to the alleviation of rural poverty dur-
ing periods with a stable vulnerability context such as
in the 1990s and early 2000s, yet the increasing envir-
onmental pressures pose great challenges for continued
inclusive development.

5 Discussion and conclusions

With respect to questions about future prospects, the
smallholders either answered, “we do not know what
we can expect” or “we need more government support”.
Both of these answers are sensible since the deepen-
ing droughts are leading to declining and uncertain tea
yields whilst relevant agricultural government agencies
have been absent in Girimukti for more than 15 years.
Thereis atrend towards agricultural diversification but
success in the medium and long term is not guaranteed.

Overall, our analysis demonstratesthat tea smallhold-
ers are not poor but they are in a vulnerable position
and remain far below the level of a stable lower-middle
class. The smallholders lack human capital and finan-
cial capital, and growing tea is not supported by ho-
rizontal coordination/social capital (Figurel). The ad-
aptive strategy of rural-urban migration from Girimukti
to escape rural marginalisation is unattractive because
of relatively low human capital levels. For example,
many villagers do not feel comfortable speaking or writ-
ing Bahasa Indonesia which is a prerequisite to finding
formal employment and earning at |east the official min-
imum wage of 1,131,862 IDR (€71) per month (BPS,
2015, p.30). This is a major difference with the tea
pluckers and tea factory workers in Targju where out-
migration currently appears to be the only meaningful
adaptive strategy.

We conclude our article with three theoretical implic-
ations and two policy considerations. First, the integra-
tion of the DV C and livelihoods approachesis very use-
ful (Figurel). We agree with (Neilson & Shonk, 2014)
that such an integration enables us to lay bare how, and
to what extent, intensified vulnerability (in this case re-
curring droughts) plays out in rural areas as well as the
interdependencies and interactions between value chain
dynamics and the rel ative advantages and disadvantages
of livelihood options. Second, theorising value chain
governance and upgrading strategies should more expli-
citly addressthe role of powerful intermediarieswho are

able to function as value chain gatekeepers and act as
informal rural banks. In such cases one cannot expect
a swift and meaningful transition towards improved ho-
rizontal and vertical coordination, particularly if the in-
stitutional and political support mechanisms are weak.
In other words, the evolution of upstream agribusiness
value chains tends to culminate in the concentration of
wealth in the hands of afew agripreneursand rural debt-
fare (Soederberg, 2012) rather than in shared benefitsfor
tea smallholdings households. Third, thereis great deal
of regional variety with respect to livelihoods options.
Tea smallholdings households have markedly different
challenges compared to tea plantation workers. Hence,
given the forecasts of more frequent weather extremes
(IPCC, 2014; Noy, 2014) there is a need for rural de-
velopment theories to spell out the range of livelihood
strategies dependent on the nature of agribusiness value
chains.

In terms of policy considerations in the Indonesian
and, indeed, in the Southeast Asian context, it is worth-
while to point out the continuing salience of partia
self-sufficiency. In a special issue on Indonesian agri-
food systems and the relative benefits of moving away
fromrice cultivation, Reardon et al. (2015, p. 372) con-
clude that “for Indonesian farmers to have a chance to
compete, the government needs to implement policies
that actively support agricultural diversification— espe-
cially away fromrice— aswell astoinvest in the public
infrastructure needed for efficient supply chainsfor per-
ishable goods’. Although generally sound, our analysis
necessitates four qualifications: (1) Rice could remain
as a useful back up crop in the context of heightened
market and environmental pressures and threats; (2) due
to the immense size of Indonesia, the government is not
in a position to be able to support all rural communities
(it would, for instance, be a huge task to successfully
reach out to the hundreds of villages in the 39 sub-
districts (kecamatans) in the Tasikmalaya regency); (3)
several higher value crops, such as vegetables, can be
more proneto erosion especialy in hilly areas (Ministry
of Agricultureand Indonesian TeaBoard, 2014); and (4)
without improved horizontal coordination, market infor-
mation, and agricultural extension services initiated by
the government, it will bedifficult for individual farmers
to successfully reach urban marketsin an inclusive man-
ner (Borah & Das, 2015; Sita, 2015; Food Navigator-
Asia, 2016). Policymakers should also consider support
schemes related to new drought-resistant tea varieties,
providing trainings at village level and adaptive tech-
nologies such as intercropping tea with other high value
cash crops such as Japanese persimmon, chestnuts, cof-
fee, and ginger, obviously depending to soil conditions
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to increase incomes (Santosa et al., 2005). In a study
on tea smallholders in remote areas of Sri Lanka, Per-
era (2014) concludes that the government and the Fed-
eration of Tea Smallholders “should offer aternative or
modify the existing strategies to address the capacity
building needs of tea smallholders, especially those who
residein difficult regions. Such training may lead to vast
improvement in crop quality and maintenance, minim-
ize leaf rejection, increase volumes, escalate profitabil-
ity of these tea smallholdings and develop the overall
supply chain.”

Finally, there is an obvious need to initiate schemes
in villages that are mired in structural debts. This also
pertains to other countries, such as Thailand, where so-
called informal loan sharks operate across large swathes
of the countryside. Debt driven value chains stymie ef-
fortsto found successful agricultural diversification, im-
prove vertical coordination, and, eventually, foster more
inclusive trajectories of rural development. One way
of improving upstream value chains is by promoting
standardisation and certification. Loconto (2015) shows
that smart tea governance in Tanzania may ultimately
lead to arrangementsthat not only improve the situation
by formal rules, but also through additional voluntary
collaboration, vertical coordination, that goes “beyond
compliance.” However, one needs to bewary of “immis-
erizing upgrading”, a process whereby improved chain-
linked activities enhance livelihoods, but livelihoods are
simultaneously affected in negative ways in other di-
mensions with a negative net result, as was observed
among tea smallholders in Nepal (Mohan, 2016). Thus
achieving sustained improvements in tea based liveli-
hoods remains challenging, particularly in remote and
peripheral areas where dominant chain actors are the
driving force behind vicious cycles of rural inequality.
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Appendix: Girimukti Village in West Java, Indonesia
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