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Abstract. The business environment has a significant impact on the productivity and
sustainability of a business. This is because it encompasses not only internal but also
external conditions which contribute to successful business. This research aims to
analyze the business environment of small coconut sugar enterprises, namely
determining the best strategies by analyzing the internal and external conditions. It
collected data from respondents—coconut sugar entrepreneurs in Purbalingga. The
business environment analysis is discussed using Conduct analysis in the Structure-
Conduct-Performance (SCP) approach, namely how entrepreneurs' strategies
understand their business position, where the business is headed, and what strategies
will be adopted. The results show the prominent internal conditions are product design
strategy, promotional strategy, and legal tactics, while the external ones are market and
stakeholders. The suggested implications are (a) the product design strategy is more
focused on developing variant products (powder, crystal, and rock), (b) the promotional
strategy emphasizes digital promotion via online due to the speed of spreading and
ordering, (c) the recommended legal tactic is legalization as a halal product, (d) the
market is becoming more focused on segmentation in certain groups with high demand,
and (e) developing business networks through expanding and strengthening
stakeholders.
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1. Introduction

The industrial sector—whether micro, small, medium, or large—has long been recognized
as a driving force of economic development across countries [1-4]. In developing economies
such as Indonesia, the promotion and strengthening of micro, small, and medium enterprises
(MSMESs) have become a strategic priority due to their vital contribution to employment,
income generation, and local economic resilience [5,6].

According to the Ministry of Cooperatives and Small and Medium Enterprises, Indonesia
had 64.2 million MSMEs in 2021, contributing 61.07% to national GDP, 14.37% of total
exports, and employing 97.30% of the total workforce [7]. In Central Java Province, the
Department of Cooperatives and MSMEs recorded 151,968 MSME units employing 1.17
million workers in 2019 [8]. Among these, small agro-industries—especially coconut sugar
producers—form a significant subsector that sustains rural livelihoods and preserves traditional
knowledge.

Coconut sugar production is deeply rooted in local culture and rural economies in Central
Java, notably in Purbalingga, Banyumas, Cilacap, and Kebumen Regencies, where coconut
trees are abundant [9]. The product, made from the sap of coconut inflorescences, has gained
international recognition as a natural sweetener with a low glycaemic index and strong export
potential [10,11]. This sector not only contributes to household income but also supports
gender-inclusive employment and community-based resource management [12].
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However, the COVID-19 pandemic that began in late 2019 caused severe economic
disruptions. To contain the spread of the virus, Indonesia imposed Large-Scale Social
Restrictions (PSBB) in 2020, followed by Community Activity Restrictions (PPKM) during
20212022 [13]. These measures limited mobility, trade, and production, resulting in
widespread losses among MSMEs. The Central Statistics Agency reported that the number of
foreign tourist arrivals in early 2020 dropped by 34.9% compared to the same period in 2019,
which indirectly reduced the demand for local crafts and agro-products [14].

In the coconut sugar industry, producers across Central Java suffered from falling prices,
disrupted supply chains, and shrinking markets [15]. Field reports in Purbalingga and
Banyumas indicated that many small producers had to reduce production by up to 50% or
temporarily shut down during the height of the pandemic [16]. The decline in income created
ripple effects in rural areas dependent on coconut-based livelihoods.

After the revocation of the PPKM policy in December 2022, the government officially
classified COVID-19 as endemic. Since then, economic activity—especially in the agro-
industrial sector—has gradually recovered. Coconut sugar production has rebounded as
domestic and export demand for natural sweeteners rises, aided by sustainability trends and
healthier consumption patterns [17,18]. Nonetheless, disparities in productivity, access to
finance, and sustainability practices remain major challenges.

Given this context, like other MSMESs, coconut sugar enterprises in Purbalingga also face
similar business problems and challenges, which stem from business environment, both internal
and external conditions. This research aims to analyze the business environment of small
coconut sugar enterprises, namely determining the best strategies by analyzing the internal and
external conditions. It collected data from respondents—coconut sugar entrepreneurs in
Purbalingga.

2. Methods

This study took place in Purbalingga Regency, specifically targeting individuals involved in
the coconut sugar industry. The research utilized primary data, with the population comprising
all coconut sugar producers/entrepreneurs. From a total of 512 producers, the sample was
selected using a simple random sampling technique. The sample size was calculated using the
Yamane (1967) formula, and a sample of 84 respondents was obtained.

The survey method employed two data collection techniques: (1) in-depth interviews,
involving direct verbal questioning of respondents to obtain detailed information, and (2)
questionnaires, which included a series of written questions or statements designed to collect
relevant data aligned with the research objectives.

The business environment analysis is discussed using Conduct analysis in the Structure-
Conduct-Performance (SCP) approach, namely how entrepreneurs' strategies understand their
business position, where the business is headed, and what strategies will be adopted. It consists
of pricing strategies, product design strategies, research and innovation, promotional strategies,
plant investment strategies, legal tactics, market, and stakeholders.

3. Results And Discussion

The business environment is crucial for business success because it influences the behaviour
of entrepreneurs in determining their business strategies. In industrial economics, this
entrepreneurial behaviour is referred to as conduct. The Structure-Conduct-Performance (SCP)
approach is used to analyse the business environment. In conduct analysis, entrepreneurial
behaviour (internal conditions) is analysed through pricing strategies, product design strategies,
research and innovation, promotional strategies, plant investment strategies, and legal tactics.
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Meanwhile, the business environment (external conditions) is analysed by discussing the
market and stakeholders. An analysis of internal conditions is presented in the explanation
below.

a. Pricing Strategies

This strategy explains the behaviour of artisans in determining product prices. Most of the
product pricing is based on production costs (46.2%). Based on their product prices, the
majority (75.20%) of business units choose to set prices equal to those of competitors, while
the remainder (24.80%) set prices higher than the market price.

Although most coconut sugar enterprises adopt a cost-based pricing approach and tend to
follow competitors' prices, this strategy limits their ability to capture higher value from
differentiated products. Future pricing policies should gradually shift from cost-based pricing
toward value-based pricing by emphasizing product quality, organic certification, geographical
origin, and product uniqueness.

Producers should also improve production cost recording systems to calculate more accurate
cost structures and profit margins. Furthermore, market segmentation should be introduced so
that premium-quality coconut sugar can be sold at higher prices in niche domestic and export
markets. The adoption of digital market intelligence would also enable producers to monitor
market price fluctuations and adjust pricing strategies more competitively [19,20].

b. Product Design Strategies

This strategy analyses how entrepreneurs face competition through the design of their
products. Most business units (81.43%) determine product design based on market demand.
Others base their decisions on trends (2.86%) and the influence of similar products in the market
(2.86%). Most business units (88.6%) produce moulded materials. Others use moulded and
powdered materials.

The predominance of market-demand-oriented product design demonstrates responsiveness
to consumer preferences; however, innovation remains relatively limited because most
enterprises continue producing traditional moulded coconut sugar. To strengthen
competitiveness, SMEs should diversify product portfolios by developing granulated coconut
sugar, liquid coconut sugar, low-glycaemic products, organic-certified products, and modern
consumer packaging.

Product innovation should also incorporate environmentally friendly packaging, attractive
branding, and compliance with international food safety standards to expand market access.
Product innovation has consistently been recognized as one of the primary drivers of SME
competitiveness and customer purchasing decisions [22,24].

c. Promotional Strategies

Only 7.14% of entrepreneurs employ promotional strategies, while 92.86% do not. Of those
who employ promotions, 100% of artisans experience no difficulties. After promotions, sales
increased less than twofold in 80% of businesses and up to twofold in 20% of businesses. This
means that promotions are only a small part of their business strategy because they already have
their own market.
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The limited use of promotional activities indicates that most enterprises still depend on
traditional marketing channels and existing buyers. This condition reduces opportunities to
expand market reach and increase bargaining power. SMEs should strengthen digital marketing
capabilities by utilizing social media platforms, e-commerce marketplaces, business websites,
and storytelling marketing that highlights product authenticity and sustainability.

Participation in trade fairs, exhibitions, and business matching events should also be
intensified to establish new commercial partnerships. Digital promotion combined with strong
branding has been shown to significantly improve purchase intention and market expansion
among SMEs [22,27].

d. Plant Investment Strategies

This strategy is used to analyse entrepreneurs' behaviour in developing their businesses
through investment planning. Based on the source of capital obtained, 46.72% were self-funded,
with the remainder coming from banks. 62.51% of foreign investors invested their capital.
96.14% of businesses conducted planning. 97.23% of entrepreneurs increased their capital year
after year.

Although most entrepreneurs continue increasing investment annually, investment decisions
should be directed toward improving productivity rather than merely expanding production
capacity. Priority investments include modern processing equipment, energy-efficient
technology, quality control systems, warehouse facilities, and digital production management.
SMEs should also diversify financing sources through government programs, cooperative
financing, microfinance institutions, and impact investors to reduce dependence on commercial
bank loans. Investment in technology adoption and production efficiency has been widely
recognized as a major determinant of SME productivity and long-term competitiveness [24,25].

e. Legal Tactics

This strategy is used to analyse entrepreneurs' behaviour in using legal tactics to prevent
other producers from entering. This can include unique product designs to make it difficult for
others to copy, trademarks, product quality, and so on. 60.71% of businesses have unique
characteristics, such as product authenticity, rarity elsewhere, and scarcity of raw materials.
72.44% of businesses stated that their products are easily copied by others. A small number of
entrepreneurs (24.86%) do not have a trademark. To maintain business continuity, 61.43%
maintain product quality, 8.57% expand relationships/connections, and 4.28% use other
methods.

Although many enterprises maintain product quality as their primary competitive defence,
legal protection remains relatively weak because a considerable number of businesses still lack
registered trademarks and intellectual property rights. Strengthening legal protection through
trademark registration, geographical indication certification, halal certification, food safety
certification, and business licensing would significantly improve market credibility while
preventing product imitation. Continuous quality standardization should accompany these legal
initiatives to enhance consumer trust and support market expansion [21,26].

f. Market
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External market analysis explains the condition of the hair craft market. In terms of market
position, 80% of entrepreneurs have a market within Purbalingga Regency, and 14.29% outside
Purbalingga Regency. Marketing techniques used include: 15.71% sell directly to consumers
themselves, 25.71% sell through intermediaries, 1.43% sell to stores/companies, and 48.57%
sell to local collectors. Therefore, the majority of products are marketed to collectors.

The marketing structure remains highly dependent on local collectors, reducing producers'
bargaining position and limiting profit margins. Market diversification should therefore become
a strategic priority by expanding direct sales to retailers, wholesalers, supermarkets, hospitality
businesses, exporters, and digital marketplaces. Strengthening producer cooperatives or
marketing associations would also improve collective bargaining power, reduce transaction
costs, and facilitate larger-scale market penetration. Previous studies on coconut sugar
marketing in Central Java similarly recommend strengthening institutional marketing channels
and reducing dependence on intermediary traders to improve producer welfare [23,26].

g. Stakeholders

The government's role in supporting the development of this business is still considered very
weak (60.71%). They are not partnered with any party as they mostly play individually. The
weak involvement of stakeholders indicates the absence of an integrated business ecosystem
capable of supporting sustainable SME development. Stronger collaboration should therefore
be established through the quadruple-helix approach, involving government, universities,
private sector, and local communities.

Government agencies should facilitate training, financing, certification, and market access,
while universities can contribute through technology transfer, business incubation, product
innovation, and research collaboration. Private companies may participate through partnership
programs, supply chain integration, and corporate social responsibility initiatives. Collaborative
stakeholder engagement and social capital have been demonstrated to enhance innovation
capability and improve SME business performance [25,28].

4. Conclusion

The results show the prominent internal conditions are product design strategy, promotional
strategy, and legal tactics, while the external ones are market and stakeholders. The conduct
strategy analysis demonstrates that coconut sugar small enterprises continue to rely on
conventional business practices that prioritize operational continuity rather than long-term
competitive advantage. Pricing decisions remain predominantly cost-oriented and follow
competitor pricing, limiting opportunities to capture higher value through product
differentiation. Product development is largely driven by market demand, yet innovation
remains limited to traditional product forms with minimal diversification. Promotional
activities are still weak, as most enterprises depend on established buyers instead of adopting
digital marketing and broader branding strategies.

Although entrepreneurs have shown positive investment behavior by continuously
increasing business capital and planning future investments, these investments should be
directed toward productivity-enhancing technologies, quality improvement systems, and
modern production facilities. Likewise, legal protection remains insufficient due to the limited
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adoption of trademarks and other intellectual property rights, despite product quality serving as
the primary competitive defense. Strengthening legal protection and quality certification would
improve market credibility and create stronger barriers to imitation.

The marketing system is characterized by heavy dependence on local collectors, resulting in
relatively weak bargaining power and limited market expansion. Diversification of marketing
channels through direct marketing, digital commerce, institutional buyers, and export-oriented
distribution networks would improve market resilience and increase producers' value capture.
Furthermore, the limited involvement of government and other supporting institutions indicates
that the coconut sugar industry has not yet developed a robust collaborative business ecosystem.
Strengthening partnerships among government agencies, universities, private companies,
financial institutions, and producer organizations is therefore essential to accelerate innovation,
technology transfer, financing access, certification, and market development.

Overall, improving the competitiveness of coconut sugar small enterprises requires an
integrated business strategy encompassing value-based pricing, continuous product innovation,
digital promotion, productivity-oriented investment, legal protection, diversified marketing
channels, and stronger stakeholder collaboration. These strategic initiatives are expected to
enhance business sustainability, strengthen competitive advantage, increase producers' income,
and improve the resilience of coconut sugar SMEs in increasingly dynamic domestic and global
markets.

Accordingly, several strategic implications can be formulated to support sustainable
business development: (a) the product design strategy is more focused on (powder, crystal, and
rock), developing variant products, (b) the promotional strategy emphasizes digital promotion
via online due to the speed of spreading and ordering, (c) the recommended legal tactic is
legalization as a halal product, (d) the market is becoming more focused on segmentation in
certain groups with high demand, and (e) developing business networks through expanding and
strengthening stakeholders.

References
[1] Porter ME. The competitive advantage of nations. New York: Free Press; 1990.

[2] Rodrik D. Industrial policy for the twenty-first century. Harvard University Working
Paper Series; 2004.

[3] Acs ZJ, Estrin S, Mickiewicz T, Szerb L. Institutions, entrepreneurship and growth: The
role of national entrepreneurial ecosystems. Small Bus Econ. 2016;47(4):857-74.

[4] OECD. Entrepreneurship at a glance 202 1. Paris: OECD Publishing; 2021.

[5] Tambunan TTH. Development of small and medium enterprises in ASEAN countries.
Singapore: Springer; 2019.

[6] Suharyadi, Wibowo S. The role of MSME:s in national economic recovery: Evidence from
Indonesia. Asian Econ Financ Rev. 2021;11(6):468-82.

[7] Kementerian Koperasi dan UKM (Kemenkop UKM). Laporan tahunan 2022: UMKM
dan kontribusinya terhadap perekonomian nasional. Jakarta: Kemenkop UKM; 2022.

[8] Dinas Koperasi UMKM Provinsi Jawa Tengah. Profil usaha mikro, kecil, dan menengah
Jawa Tengah. Semarang: Pemerintah Provinsi Jawa Tengah; 2020.

771




[9]

[10]

[11]
[12]

[13]

[14]

[15]

[16]

[17]

[18]

[19]

[20]

[21]

[22]

[23]

[24]

% th
f%.  The 8" ICMA SURE
% International Conference on Multidiscipline Approaches | £
for Sustainable Rural Development %

HE S

Susila IW, Hartono D, Saptana. The potential of coconut sugar industry in supporting
rural economy in Central Java. Jurnal Agro Ekonomi. 2020;38(2):125-38.

Food and Agriculture Organization (FAO). Coconut sugar: Sustainable livelihoods and
market potential. Bangkok: FAO Regional Office for Asia and the Pacific; 2020.

Rohmah F, Hidayat M. Sustainable production of coconut sugar: A local approach to rural
economic resilience. Agroindustrial J. 2021;8(3):125-34.

Suryani T, Setiawan R. Cultural sustainability and entrepreneurship among coconut sugar
producers in Java, Indonesia. J Rural Stud. 2022;95:133-42.

Prasetyo PE, Sutopo B, Nugroho S. The resilience of micro and small enterprises in
Indonesia during COVID-19: Policy implications and lessons learned. J Asian Bus Econ
Stud. 2022;29(3):231-49.

Badan Pusat Statistik (BPS). Statistical yearbook of Indonesia 2020. Jakarta: BPS-
Statistics Indonesia; 2020.

Wulandari R, Puspitasari E, Santoso H. COVID-19 pandemic and its impact on micro
and small-scale agro-industries in Central Java. J Sos Ekonomi Pertanian. 2021;14(1):45—
57.

Rahmawati E, Nuryani S. The impact of COVID-19 on small-scale coconut sugar
producers in Central Java, Indonesia. Int J Rural Dev Sustain. 2022;14(2):102—13.

Kementerian Perindustrian (Kemenperin). Laporan kinerja industri agro 2023. Jakarta:
Kemenperin; 2023.

Widodo T, Lestari M, Kurniawan D. Post-pandemic recovery of the coconut sugar value
chain in Indonesia: Market trends and sustainability perspectives. Asia Pac J Rural Econ.
2023;17(1):54-68.

A. Andriyansah, F. Fatimah, G. Ginting, and E. S. Pudjiarti, "Reciprocal pricing strategy
to improve MSME performance," Eduvest: Journal of Universal Studies, vol. 4, no. 4,
pp. 1824-1832, 2024. https://doi.org/10.59188/eduvest.v4i4.1103

M. Askari, "Integrating the value stick and loss aversion: Teaching pricing strategy
through a Singaporean SME case," The International Journal of Management Education,
vol. 24, no. 1, Art. no. 101314, 2026.

A. R. Kusumawijayanti, Sutowo, and D. L. Sa'adah, "Marketing mix based on local
wisdom: A case study of coconut sugar products in Ngoran Village," in Proceedings of
the International Conference on Multidisciplinary Studies Integrating Entrepreneurial
Strategies and Digital Transformation, 2025.

S. L. Mandey, V. P. K. Lengkong, and J. E. A. Kandou, "A development model of
promotional strategy, brand equity, and product innovation influencing purchase
intention," International Journal of Community Service, vol. 5, no. 1, pp. 193-209, 2026.

M. R. Munthe and P. P. Dewi, "Penerapan marketing mix dan digital marketing pada
usaha gula merah produksi Desa Dawan Klod," Journal of Economic, Business and
Accounting (COSTING), vol. 7, no. 2, 2024.

S. Nosratabadi, A. Mosavi, and Z. Lakner, "Food supply chain and business model
innovation: A systematic literature review," Sustainability, vol. 12, no. 24, Art. no. 10285,
2020.

772




The 8" ICMA SURE

“  International Conference on Multidiscipline Approaches g
for Sustainable Rural Development

R AN R ] % - R W : RSN
[25] D. Prapanca, M. Yani, H. M. K. Sari, V. M. Gerung, and A. Eva, "Driving business

performance: Cost leadership and government innovation in SME partnerships,"
Indonesian Journal of Law and Economics Review, vol. 18, no. 3, 2023.

[26] P.Puyjiharto and S. Wahyuni, "Formulation of SCP-based coconut sugar marketing model
through analysis of marketing patterns in Central Java Province, Indonesia," Journal of
Tekirdag Agricultural Faculty, vol. 20, no. 4, pp. 765-772, 2023.

[27] B. S. Yulistiawan, R. Wirawan, C. N. P. Dewi, and B. Hananto, "The impact of digital
promotion, product quality, product price, and business location on purchase in MSMEs
in the coastal region," JISA (Jurnal Informatika dan Sains), 2023.

[28] N. AlQershi et al., "Predicting SME business performance: Integrating stakeholder theory
and performance-based innovation model," Journal of Open Innovation: Technology,
Market, and Complexity, vol. 9, no. 3, Art. no. 100122, 2023.

773



