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Abstract:

Cinnamon is one of the leading commaodities in Sungai Penuh City. The problem is that the cinnamon
commodity has not been optimally managed. There are still many cinnamon commaodities that are
marketed in the form of raw materials so that they have not yet been produced in optimal
competitiveness and added value. This study aims to design an integrated model of cinnamon agro-
industry based on local wisdom in Sungai Penuh City. This research was conducted in collaboration
with stakeholders in Sungai Penuh City from March to August 2020. The research method uses the
Analytical Hierarchy Process (AHP) with a literature study approach, brainstorming, and in-depth
interviews. This study's results discuss the factors, objectives, actors, and an alternative institutional
model for an integrated and sustainable cinnamon agro-industry according to local wisdom in Sungai
Penuh City. Building an integrated model of an integrated cinnamon agro-industry requires local
government support through policies.
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1. INTRODUCTION form of raw materials so that they have not been
. . . o . produced with an added value and
Cinnamon is a leading commodity in the Sungai competitiveness (Hariyadi & Ticktin, 2012). If

Penuh city located in the Kerinci region they only rely on primary commodities, the

(Balitbang, 2017). Cinnamon from the Kerinci farmers and local communities in Sungai Penuh

region in Jambi Province is known to have the City will solely act as price takers (Hodijah &
best quality in Indonesia (Dewi Alimah Hari, Delis, 2018).

2015). Kerinci cinnamon is a center for
producing high-quality essential oil plants with
an essential oil content of around 1.9% to 5.8%
(Kemenhumham, 2016). Further, the cinnamon
plant is considered a high-value plant because in
every part of the plant, apart from functioning as
a spice, it can also be used for pharmaceuticals
and fragrances (Jaya et al., 2009).

Cinnamomum burmannii Blume is a native to
Indonesia and known by its commercial name as
Koerintji Cinnamon. About 80% of the world's
cinnamon exports come from Indonesia, and
60% come from this region (see Figure 1)
(Menggala & Damme, 2018). Currently, the
potential of the cinnamon commaodity in Sungai
Penuh City has not been optimally managed, and
there are still many of that are marketed in the
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Figure 1. Kerinci region as the largest producer of Cinnamon in Indonesia

Based on the literature review and observation
in Sungai Penuh City in 2020, the existing
cinnamon agro-industrial system is not
integrated and is not yet sustainable (Hahn &
Gold, 2014). This agro-industry pattern will
obscure the process of maintaining the quality
and quantity of cinnamon products (Iryanti,
2017). Each agro-industry subsystem player
competes to get high profits from marketing
margins (Triwulandari S. Dewayana, 2014). As
one of the actors in the agro-industry subsystem,
farmers cannot control the dynamics in and of
other subsystems, so cinnamon farmers are often
disadvantaged since they do not have a
bargaining position and only take the price given
(Iskandar, 2013).

In the agro-industry system, Cinnamon that is
not integrated with other subsystems can cause
disparities in implementing innovation and
technology development, so that what has been
done by other parties, such as the government,
non-governmental organizations, and
universities, to agro-industry subsystem actors
in the form of training, production facilities, and
agricultural assistance others, in the end, have
not worked properly and there is no known
sustainability  impact  (Triwulandari  S.
Dewayana, 2014)
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In other cases, if there is an overproduction of
Cinnamon which causes a decrease in prices,
farmers often bear their losses. They can only
complain to the government and industry
players. Meanwhile, that attempt will not help
much (lke, 2018). It shows that farmers are
always in the weakest position due to the
absence of market and price guarantees
(Anwarudin et al., 2018). For this reason, the
government and stakeholders in Sungai Penuh
City need to build an integrated and sustainable
cinnamon agro-industrial institution to increase
the added value and competitiveness of
cinnamon products (Menggala & Damme,
2018). Further, the existence of added value and
optimal competitiveness will provide benefits
for farmers and agro-industry players (Valitov &
Khakimov, 2015)

Previous research on Cinnamon in the Kerinci
area focused more on the Financial Feasibility
Aspects of Kerinci Cinnamon Plants(Suci,
2006), The Role of Land Tenure in the
Development of Cinnamon Agroforestry in
Kerinci, Sumatra Kerinci (Suyanto et al., 2007),
Cinnamon Trade-in Kerinci Regency (Ferry,
2013), Export Prospects and the Processing of
Cinnamon Syrup (Iswarini, 2013), Small
Industry  Analysis on Cinnamon  Syrup
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(Iskandar, 2013), Cinnamon Value Chain in
Kerinci  (Theresa, 2017), Value Chain
Development Agriculture, Certification & Trade
Mechanism Standards (Menggala & Damme,
2018), The Development Strategy Cinnamon
Commodity Agribusiness (Eka Maidisa, 2018),
Price Allowances and the Export Market Share
of Kerinci Cinnamon (Nurhayani, 2019), Power
Competitiveness of Cinnamon Farming in the
Jambi (Sukris Nopi, 2019), Sustainable harvest
Cinnamomum burmannii Blume in Kerinci
Regency, Indonesia (Menggala et al., 2019).

Those researches show that no study examines
the institutional model of the integrated
Cinnamon agro-industry. Therefore, to fill the
gap, this research aims to design an institutional
model for an integrated cinnamon agro-industry
based on local wisdom to increase the added
value and competitiveness of cinnamon
products in Sungai Penuh City. So, this research
is expected to contribute to developing an
institutional model for the cinnamon agro-
industry in Sungai Penuh City and the Kerinci
region as the largest cinnamon producer in
Indonesia.

2. METHODOLOGY

This research collaborates with stakeholders in
Sungai Penuh City from March-August 2020.
This research uses primary data to use the
Analytical Hierarchy Process (AHP) method.
The data were obtained from field observations,
interviews, discussions, and filling out
guestionnaires from experts.

In the Analytical Hierarchy Process (AHP)
method, the number of samples/respondents is
not used to measure validity (Saaty TL, 2012).
The respondents' selection in this is executed by
purposive sampling (deliberately), taking into
account the respondents' understanding of the
research problems. To design and build a system
needed, effectively and efficiently, the
researchers must collect and determine the
amount of information required from the experts
(Regattieri et al.,, 2007). Therefore, the
respondents selected in this survey are experts
who had long been involved in cinnamon
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commodity development in the Kerinci region.

The number of respondents in this study
consisted of nine people who are considered
competent in representing the entire population,
including; one expert from the Sungai Penuh
Government, one from the Department of
Horticultural and Plantation Food Crops, one
from the Jambi Provincial Government, one
from the legislator, one from Banking
department, one from Agribusiness Companies,
one from farmer groups, and the other one from
agro-industry.

2.1. RESEARCH STAGES

Figure 3 shows that the institutional model
design of the cinnamon agro-industry research
process is carried out in four stages(Ascarya et
al, 2010): The First Stage is Literature Study and
Observation. At this stage, we conducted a
literature review, brainstorming process, and
discussions with experts regarding the problems
and potentials for developing an integrated
cinnamon agro-industry based on local wisdom
in Sungai Penuh City.

The Second stage is model construction. At this
stage, we formulate, design, and prepare a
questionnaire. Based on literature review and
discussions with experts, several key elements
were obtained at each hierarchical level in
determining the institutional model of an
integrated and sustainable cinnamon agro-
industry based on local wisdom in Sungai Penuh
City.

The third stage is the quantification model. In
this process, we validated the model by
conducting an in-depth interview process and
filling out questionnaires by experts regarding
the factors, objectives, actors, and institutional
models of the cinnamon agro-industry in Sungai
Penuh city. The fourth stage is Analysis Results.
To get the analysis results, we performed
calculations with the method Analytical
Hierarchy Process (AHP) using Super Decisions
1.6.0 software.
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Figure 3: Research Stages with the AHP approach

2.2. RESEARCH DESIGN

Based on literature studies and discussions with
experts, several key elements are obtained at

each hierarchical level in the agro-industrial
institutional design for the development of local
wisdom based on the superior commodity of
Cinnamon in Sungai Penuh City. (see Figure 2).

v

Government companies Private companies Partnership Company
BUMD BUMS PUSPIDA

Figure 2: Example of a figure caption (figure caption).

At the first hierarchical level, there are six
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factors for the development of the cinnamon
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agro-industry, namely; (i) Institutional support
from various parties in the development of the
cinnamon agro-industry; (ii) Opportunities to
improve the economic welfare of farming
communities; (iii) The ability of innovation and
technology to produce derivative products; (iv)
Potential domestic and foreign market demand;
(v) Local government policies, and (vi) Potential
human resources to run the institutional
organization that will be built ((Abdullah,
Syahfirin, Ma'arif, Husaini, 2012), (Andini,
2013), (Rahmat Fadhil et al., 2017)

At the second hierarchical level, the objective of
developing an institutional model for the
cinnamon agro-industry consists of seven
aspects, namely; (i) aspects of financial
assistance; (ii) facility support aspects; (iii)
aspects of product innovation development; (iv)
network marketing development aspects; (V)
aspects of improving the welfare of the farming
community; (vi) aspects of developing the
quality of human resources and (vii) aspects of
increasing added value and competitiveness of
commodities (Elizabeth, 2015) (R Fadhil et al.,
2017)(Harisudin, 2014) (Yuniati et al., 2017)
(Julia Marisa, Rahmat Syahni, 2018)

At the third hierarchical level, there are seven
actors involved in the development of an
institutional model for the cinnamon agro-
industry in Sungai Penuh City, including; (i)
farmer cooperatives; (ii) NGOs / non-

governmental  organizations;  (iii)  City
Government; (iv) Financial institutions; (vi)
University, and (vii) agribusiness companies.
(Ikatrinasari et al., 2011)(Abdullah, Syahfirin,
Ma’arif, Husaini, 2012) (Lakitan et al., 2012)
(Yuniarti, 2018) (Julia Marisa, Rahmat Syahni,
2018)(Eskarya, 2020) (Ahmad Kharis, 2020)

Meanwhile, at the fourth hierarchical level, three
alternatives were selected which would become
an institutional model for the cinnamon agro-
industry in Sungai Penuh City, including; (i)
Regional Owned Enterprises (BUMD); (ii)
Private Owned Enterprises (BUMS), and (iii)
Partnership Companies (PUSPIDA).

3. RESULTS AND DISCUSSIONS

Based on the results of the priority analysis of
the development factors of the cinnamon agro-
industry institutional model are; (i). Market
potential with a weighted value of 0.3368; (ii).
Potential human resources with a weighted
value of 0.1642; (iii). The aspect of improving
the farming community's economic condition
with a weighted value of 0.1472; (iv). The aspect
of institutional support with a weighted value of
0.1222;(v). The aspect of innovation and
technology with a weight value of 0.1150; (vi).
The Sungai Penuh Government policy aspect
with a weighted value of 0.1145.

Innovation and Technology I In.nsn
Human Resource Potential [ l(,,m;

Market Potential [

| 03368

Economy of Farmers Community : 0,1472
Government Policy : 0,145
Institutional Support :] 0,1222

0,0000

0,1000 0,2000 0,3000 0,4000

Source: data processed Super Decisions Software (2020)

Figure 4. Development Factor Weight Value Diagram Institutional Agroindustry Cinnamon

The priority of the institutional development
goals for the cinnamon agro-industry in Sungai
Penuh City are; (i) The increase in added value
and product competitiveness with a weighted

© 2021 JPPW. All rights reserved

value of 0.3147; (ii) The aspect of developing
the welfare of the farming community has a
weighted value of 0.1756; (iii) The product
innovation aspect with a weighted value of
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0.1294; (iv) The development of human
resources quality with a weighted value of
0.1239, (v) Marketing network development
aspect with a weighted value of 0.1010; (vi) The

aspect of financing assistance with a weighted
value of 0.0948; (vii) The facility support aspect
with a weight value of 0.0606.

Value Added and Competitiveness — 0,3147
Welfare of Farmers _ 0.1756
Quality of Human Resources _ 0,1239
Network Marketing [P 1010
Product Innovation _ 0,1294
Facility Support - 0,0606

Financing Assistance R 0.0948

0,0000 0,0500 0,1000 0,1500 0,2000 0,2500 0,3000 0,3500

Source: data processed Super Decisions Software (2020)

Figure 5. Development Purpose Weight Value Diagram Institutional Agroindustry Cinnamon

The analysis result shows that the actors in the
institutional model of the cinnamon agro-
industry in Sungai Penuh City are; (i) Farmers'
cooperatives with a weighted value of 0.3021 ;
(ii) Agribusiness companies with a weighted
value of 0.2356; (iii) Sungai Penuh City

government with a weighted value of 0.2300;
(iv) University with a weighted value of 0.0966;
(v). Financial institutions with a weighted value
of 0.0787; (vi) NGOs / non-governmental
organizations with a weighted value of 0.0600.

Farmers Cooperative _ 0,3021
Agribusiness Company _ 0,2326
University _ 0,0966
Financial Institutions - 0,0787
Government | 0.2300

NGOs - 09900

0,0000 0,0500 0,1000 0,1500 0,2000 0,2500 03000 0,3500

Source: data processed Super Decisions Software (2020)

Figure 6. Development Actor Weight Value Diagram Institutional Agroindustry Cinnamon

Based on the analysis results, the priority of
alternative institutions in the integrated model of
cinnamon agro-industry is based on the local
wisdom in Sungai Penuh City, namely; (i). The
PUSPIDA partnership company model is the top
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priority with a weighted value of 0,4593 ; (ii).
Regional Owned Enterprises (BUMD) is the
second priority with a weighted value of 0.3562;
(iii). Private Owned Enterprises (BUMS) is the
last priority, with a weighted value of 0.1846
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Figure 7. Model Alternative Weight Value Diagram Institutional Agroindustry Cinnamon

3.1. PUSPIDA Partnership Company
Concept

The institutional model is a partnership
company collaboration between actors who
work together to carry out their respective roles
with the same goals (Hahn & Gold, 2014). The
partnership model itself is a combination of
resources owned by each actor optimized to
achieve common goals. (Andrews & Entwistle,
2010)(Julia Marisa, Rahmat Syahni, 2018).

The partnership concept focuses more on the
role of actors or partners who contribute to
achieving a goal with the support of all parties.
Furthermore, achieving the goal successfully
cannot be done by a single actor but is a
collaboration between actors (Cheng Gao,
2017). According to Gouillart, F.J dan Kelly
(1995), a partnership collaborates between
actors to support the synergy of mutually
beneficial activity.

In the context of local wisdom in Sungai Penuh
City, the collaboration between these actors uses
the stakeholder approach, which shows that the
related parties, in this case, are farmer
cooperatives, city governments, agribusiness
companies, jointly committed and supporting
the development of agro-industrial institutions
in the city. Sungai Penuh, by building a legal
entity in the form of a limited company (PT), is
then managed professionally and independently
by the institution manager.

To achieve the successful performance of an
integrated cinnamon agro-industry institution,
the Municipal Government of Sungai Penuh,
farmer  cooperatives, and  agribusiness
companies through partnership companies need

© 2021 JPPW. All rights reserved

to collaborate with other stakeholders. The
success of institutional managers in running a
partnership company cannot be separated from
the quality of the existing human
resource(Cheng Gao, 2017) For this reason,
human resources who have integrity, loyalty,
independence, and an entrepreneurial vision are
necessitated to be performed by the management
of PUSPIDA partnership companies.

The priority that will be carried out is forming a
company core work team consisting of a
minimum of management expertise, post-
harvest processing agriculture, marketing, and
finance, as well as the ability to master the
information technology(Kanu et al., 2014). (See
Figure 8) Based on the views of the experts, it is
necessary to have the role of each actor and the
stakeholders including.

a. Farmers' Cooperative

Cinnamon agricultural cooperatives play an
active role in providing raw materials for
industry according to the agreement, schedule,
type of commodity, and quantity required. The
consequence is that the cooperatives and farmer
groups must be able to provide land and energy
to achieve the production target (Kremen et al.,
2012). Agricultural cooperatives need to
socialize and implement a sustainable
agroforestry practice (SAP) based on the
sustainable cinnamon cultivation technique
program and post-harvest handling based on
Good Handling Practice (GHP) so that it will
have an impact on improving the quality of
Cinnamon produced by farmers and increasing
the high price of Cinnamon at the farmer level.

The benefits obtained by farmer cooperatives by
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being part of a partnership company are; (1)
Guaranteed favorable prices and ease of product
marketing; (2) Increasing production and land
productivity; (3) There is an expansion of job
opportunities; (4) Increasing the number of
agricultural production facilities; (5) The
availability of good cultivation technology and;
(6) Increase in income and welfare.

b. Sungai Penuh City Government

To accelerate the process of developing the
cinnamon agro-industry, Sungai Penuh City
Government needs to provide maximum support
in terms of policies for the provision of
production  facilities and  infrastructure,
agricultural infrastructure telecommunications,
and the ease of bureaucracy (LIlanto, 2012)

C Agribusiness Companies

According to experts, the role of agribusiness
companies involved in the partnership, namely;
(1) Having a commitment to support and
participate in building partnership companies in
developing local economic resources in Sungai
Penuh City; (2) Transferring technology and
fostering partnership companies for mastery of
the  post-harvest  processing innovation
technology system; (3) Fostering partnership
companies in building product marketing
networks both nationally and internationally
and; (4) Encouraging partnership companies in
resource & development capabilities to ensure
the birth of innovations and inventions to
achieve business excellence (Rankin et al.,
2011)

3.2.  The Role of Supporting Institutions
a. Financial institutions

According to experts from the banking, the role
of financial institutions such as banks ventures
capital companies is more emphasized in the
early stages of business which aims to provide
investment and working capital, especially to
farmers(Sonne, 2012). Local government and
research development costs for partnership
companies (Dahan et al., 2010) The general
requirements required for credit management
must be simplified because they have received
annual payment guarantees through the regional
government budget (APBD). Meanwhile, the
benefits expected by banks in assisting this
partnership company are; (1) Increased credit
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extended; (2) Smooth repayment of loans
extended; (3) Investment credit security, and; (4)
Increased savings for the community and
farmers.

b.University

University has an essential role in creating
innovation and development of technology and
science (Rieckmann, 2012). This can encourage
the start of new products, improve product
quality and process efficiency, and encourage
superior products’ competitiveness.  Also,
universities need to be more sensitive to the
dynamics of interaction between farmers and
agro-industry players to develop technology that
is relevant to the realities of the needs of both
parties (Claire Lamine, 2012)

A technology development orientation that is
more directed at meeting needs or providing
solutions to real problems is a more rational
choice to create an effective and productive
innovation system, including the agricultural
sector (Lakitan et al., 2012). With the synergy
between partner companies and universities, it is
expected that there will be mutually beneficial
relationships, the development of product
development from the results of the study, and
the existence of related industrial research
collaborations ( Kharis, 2020)

c.Non-governmental organization

The role of non-governmental organizations in
the agricultural sector in the era of regional
autonomy is considered essential to support the
achievement of the regional autonomy goals
(Claire Lamine, 2012). The purpose of regional
autonomy is to explore the local potential of an
area to improve community welfare (Karsidi,
2001). In general, non-governmental
organizations engaged in agriculture implement
an agricultural extension by organizing farmer
communities, providing advocacy, training,
mentoring, and implementing demonstration
plots.

According to (2009), the decline in the role of
extension and the decline in the image of
extension carried out by the government has
made NGOs increasingly recognized. The
government  often  builds  collaborative
cooperation between government agricultural
extension workers, the private sector, and
NGOs. Collaboration between local
governments, partnership companies, and NGOs
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Figure 8: The role of stakeholders of an integrated Cinnamon Agro-Industry based on the local
wisdom of Sungai Penuh City

3.3 The Role of PUSPIDA Partnership
Companies in an Integrated Cinnamon Agro-
Industry System in Sungai Penuh City

It is estimated that in 2026 cinnamon production
in the Kerinci region will face an increase in
cinnamon  production  (Department  of
Agriculture, Plantation, and Forestry of Kerinci
Regency 2018). Therefore, stakeholders need to
prepare steps in dealing with a spike in
cinnamon production, which is balanced by an
increase in added value and competitiveness of

the cinnamon commodity. So, the increased
added value and competitiveness will impact the
increasing price of Cinnamon and improve the
welfare of farmers.

The institutional model for the cinnamon agro-
industry in a partnership company is very
relevant to be developed in Sungai Penuh City
as a Regional Innovation Development Center
(PUSPIDA). Its existence can be a form of
institutional innovation for the cinnamon agro-
industry in Indonesia (see Figure 9).

AGRIBUSINESS
FUNDING SOURCES ADVANTAGE
SYSTEM ACTORS
i 1. Added Value and
SUB SYSTEM 2 competitiveness
FARMING 2. Farmer welfare
3. Product innovation
S o 5 4. Network Marketing
STEM 5. Quality of human
PROCESSING resources,

A

Financing assistance
7. Facility Support

Source: Indeph Interview and AHP (2020)
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Figure 9: Model of Cinnamon Agroindustry integrated system in Sungai Penuh City

Figure 9 shows that an integrated and
sustainable cinnamon agro-industry system
emphasizes the importance of cooperation
between existing agribusiness subsystem actors
such as agricultural cooperatives, agribusiness
companies, and local governments.
Collaboration between stakeholders is built in
the form of a partnership company. The source
of funding to build a partnership company
comes from joint-stock, banking capital, and
venture capital. With a partnership company, the
advantages and disadvantages can be managed
and shared.

Meanwhile, Meanwhile, PUSPIDA partnership
company in providing advantages includes (See

value, and enhancing the competitiveness of
cinnamon products; (ii) Agro-knowledge
advantages PUSPIDA partnership company
functions as a center for knowledge transfer,
human resource development, and a center for
cinnamon farming education; (iii). Agro-
preneur advantages.

The PUSPIDA partnership company functions
as a business incubator center, product
innovation, technology, and entrepreneurial
tenant support in the field of cinnamon
agriculture; (iv). Agro-network advantages. The
PUSPIDA partnership company advantages as a
center for information on the price of Cinnamon
and the marketing network, partnerships, and

Figure 9); (i) Agro-industrial advantages financial support for farmers built by cinnamon
PUSPIDA Partnership Company functions as a product innovation, technology network
business center in processing, developing added function.
AGRO
INDUSTRY
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Figure 9. Advantages of PUSPIDA Partnership Company as Institutional from Cinnamon
Agorindustri

The expected advantages with the existence of
an integrated cinnamon agro-industrial system
include: (1) The increase in added value and
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competitiveness of cinnamon products; (2) The
existence of welfare development for the
farming community; (3) The existence of
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diversification development in the form of
cinnamon derivative product innovations; (4)
There is a development of the cinnamon
marketing network; (5) The development of the
quality of human resources, (6) The availability
of financial assistance for farmers, (7)
Supporting facilities in developing a cinnamon
farming business

To achieve this goal, the success of an integrated
cinnamon agro-industry model places more
emphasis on good cooperation and coordination
from  stakeholders, namely, agricultural
cooperatives,  local  governments, and
agribusiness companies. The higher the
coordination level, the more likely it is for
smooth physical, process, financial, and
information flow. For this reason, the partners of
the partnership company must be ready to invest
fully on the level of trust, commitment,
cooperation, and integrity to create added value
from the partnership company

4. CONCLUSION

Based on the analytical hierarchy process
(AHP), it is concluded that the main factor for
the institutional development of the cinnamon
agro-industry in Sungai Penuh City is market
potential. Its main objective is to increase added
value and competitiveness. The leading actor
involved in it is institutional management. This
research resulted in a partnership company
model that functions as a Regional Innovation
Development Center (PUSPIDA) involving the
main actors, namely farmer cooperative
organizations, agribusiness companies, and the
Sungai Penuh city government.

The implication of an integrated cinnamon agro-
industry institutional model in the form of a
partnership company has a win-win partnership
solution concept; In this concept, agricultural
cooperatives, Sungai Penuh City Government,
and agribusiness companies that are partners are
required to complement each other so that a
partnership relationship can resolve the
limitations of each party. To immediately realize
the establishment of this partnership company as
an institutional model for developing the local
economic resources agro-industry of Sungai
Penuh City requires participation from all
stakeholders, especially political will and action
plans from the representative council of Sungai
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Penuh city. If these preconditions are met, this
partnership can be established faster
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