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Abstract: One of the "Nawacita Programs" Indonesian govertngeno realize economic
independence by moving the strategic sectors ofdtiveestic economy and sustainability
resilience of the food and beverage industry. Plaiper attempt to illuminate of Indonesia’s
food and beverage industry using structure, condndtpeforrmance (SCP) paradigm.

We employed Concentration Ratios (CR4), Minimifficiency of Scale (MES), Efficiency

- X (XEF) and Output Growth to Price Cost MarghQM) with analysis data panel. We used
value added and wages data on ten food and bevardgstry where listed in Indonesia’s
Stock Effect on year 2010 until 2015.

The structure of food and beverage industry suggdeshat an oligopoly with high
concentration has been found, albeit declined gligiver period 2010 — 2015. It is also with
the Minimum Efficiency of Scale (MES) showed a daexse barriers to entry. It's mean the
food and beverage industry in Indonesia not cortipeti

Based on analysis market performance; the higresewf Price Cost Margin during the past
15 years for food and beverage industry in Indaiesare the PT. Multi Bintang Indonesia
Tbk, PT. Prashida Aneka Niaga Tbk and PT. Lightridit Indonesia Tbk with the output
value is higher than the other companies.

In S-C-P theory, if CR4, MES and Growth decreased the Efficiency-X will increase, it's
causing Price Cost Margin increased. Variable P@ost Margin (PCM) is positively and
significantly influenced by Efficiency-X (XEF). Wlai variable CR4 and MES as a proxy of
market structure and, Growth as a proxy on perfaceathe food and beverage industry in
Indonesia does not affect to the PCM. This meams thod and beverage industry in
Indonesia is not influential as a competitive.

Keywords. SCP, PCM, Oligopoly, Industry
Introduction

ustainable development is development that empémdize optimal economic activity and keep the
preservation of natural resources wisely; sustdiyabnd improving the quality of life for generatis.
Sustainable development is development that tryingneet the needs of today without reducing the
ability of future generations to meet their own aeg( WCED, 1987). In line with the objectives oktinable
development, Indonesia within the framework of SB@pporting of sustained industrialization as cioweta in
the pillars of its economy. Because of that, Indiiméas the potential of natural resources sizeddrieed from
agriculture, fishing/marine, livestock, crops awdektry, which can be utilized in producing food andustry
processing. The target of industry growth in 20&&ched 5.7 percent. That target is above the target
economic growth is 5.3 percent (Ministry of Indyst2015). Until the third quarter of 2015, the gtbwef non-
oil and gas processing industry amounted to 5.2t @et, higher than in a similar period of econogriowth in
2014 by 4.73 percent. Meanwhile, the contributibnan-oil and gas industries to the national GDBExpected
at 18.5 percent.

One of subsector non-oil processing industry hasngrortant role in sustaining the economy in Indsiae
throughout 2014 is the food and beverage indushyryamin, 2015). Export data for food and beverage
industry from the Ministry of Industry, in the yga2012 - 2015 are increased as noted in tablehé.dhta
shows that the food and beverage industry prowadgtsible increase in numbers during the period 2@IA5.
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This makes the food and beverage industry was cateout of 10 groups the largest export of non-oil

processing industry in Indonesia's.

Tablel
Export of data per sub-sector in 2012 - 2015

(in US$)
 Ccompkhsindsn  m2 X8 WM A5 P
1. Pengolahan Kelapa/Kelapa Sawit 23.396.998.187| 20.660.402.210| 23.711.550.465| 20.746.988.548 19,45%
2. Besi Baja, Mesin-mesin dan Otomotif 15.029.612.800| 14.684.401.500| 15.813.518.294 | 14.455.370.329 13,55%
3. Tekstil 12.446.506.596| 12.601.681.508 | 12.720.312.060| 12.262.652.678 11,50%
4, Elektronika 9.444.056.939 | 8.520.124.647 | 8.006.889.542 | £.913.161.552 f,48%
5. Pengolahan Karet 10.818.624.881| 9.724.133.106 | 7.497.549.404 | 6.171.408.596 5,79%
6. Makanan dan Minuman 4,652.902.475 | 5.379.821.652 | 5.554.396.593 | 5.597.294.145 5,25%
7. Pulp dan Kertas 5.517.965.818 | 5.643.997.372 | 5.498.591.201 | 5.332.165.164 5,00%
8. Pengolahan Kayu 4,539.877.317 | 4.727.650.015 | 5.202.156.290 | 5.188.507.332 4,86%
9. Peng. Emas, Perak, Logam Mulia, Perhiasan dll. | 2.185.993.514 | 2.031.240.428 | 3.671.788.964 | 4.721.732.433 4,43%
10. Kulit, Barang Kulit dan sepatu/AIas Kaki 3.501.683.101 | 3.933.060.116 | 4.090.311.532 | 4.615.452.060 4,33%

Sumber: www.kemenperin.go.id, 2016

The contribution of food and beverage industryhit® ¢conomy of the nation are continues to incrédaseigh
productivity exports from 2012 - 2015. In other Hanthe barriers of the food and beverage industry
Indonesia is foreign manufacturers from abroadt tan produce more good, because it has sometagean
over domestic producers.

The implementation of the Asean Economic Communitiso affect to barriers on food and beveragestrg

in Indonesia to continue to grow. In order not terely be a market of neighboring countries in the
implementation of the Asean Economic Community,Nheistry of Industry seeks to improve the perforroa

of the food and beverage industry in Indonesiau@hothe concept of improved standards of prodiretsugh
the application of SNI, improving the quality of han resources through the implementation of SKKNI,
acceleration of infrastructure development, as aelR & D. Meanwhile, for medium and large indstrithe
contribution of food and beverages industry onama income has accomodate from the power of labor
Therefore, the position of the food and beveragestry is very important for Indonesia. Based oty&san et.

al ( 2012), there are simultaneous between indlistoncentration, price rigidity, technical efficy, and
price-cost margin on food and beverage Industrial

This paper attempts to analyze of food and beveiratyestry using structure-conduct —performance (S
influence to PCM. It will address to following fuachental questions: to what extent structure, candod
permance of food and beverage industry in Indonasid the influence of SCP from Concentration Ratios
(CR4), Minimum Efficiency of Scale (MES), Efficiem - X (XEF) and Productiviy to Price Cost Margin
(PCM)

Research Limitations

The authors difficult to obtain data from each lué food and beverage companies that have not sed in
the Indonesia Stock Exchange due to the food amdrage companies that have not registered are itlistgw
to provide the data required for this study ongheunds that data can only be viewed by a comp#figiad.
Therefore, the author can only use data that has peblished by the Indonesia Stock Exchange.

Literature Review

Central Bureau Stratistik of Indonesia (2015) defif industry is a production unit or entity thatdcated at a
particular place which conducts change of goodscdg mechanically or chemically so that it becorties
object or goods and products - products that argeclto the end consumer.

Based on Law No. 3 in 2014, industry is all fornigoonomic activity that processes raw materiaty@ntake

advantage of industry resources to produce goatshdive added value or higher benefits, includintystrial

services.

Structure — Conduct — Performance (SCP)

The performance of an industry is basically vefiuenced by the structure of the market. The stmgcof the
market showed that the market attributes affectrthire of the competition process. Elements ofketar
structure include: concentration, product diffei@itin, barriers to entry into the market, costisture and the
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level of government regulation. The market struetig important, because it determines the behaatial
strategy of the company in an industry and therbtteavior will affect the performance (Jaya, 2008).
Furthermore, the performance has an influence enfdhmation of structure. Relations between Stmactu
Conduct - Performances as quoted from Talattov{@@fe illustrated in the following figure 1.

Figure. 1: The Relations of Structure - ConduceéH&mance (SCP)

v |

[ Structure ,.:"[ Conduct ],.:"[ Performance ]
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Sources: Talattov, 2010
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Harre and Pirscher (2009 : p 24) said, the SCP odesiows systematic data analysis and assessrheatisal
links between important variabel in food indusffe term of market structure donates the featurasnoarket
that may affect the behavior and performance ofithein the market see figure 2 below:

Figure 2: Overview of the Indicators used for SGAabels

e Firm size and * Investment | Growth
development  FDI *  Employment

« Concentration in e R&D e Productivity
large enterprises Stability of Price

e Cost Structure *  Profitability

Source: Harre and Pirscher (2009; p 24)

Lun (1983) in Lun and Martin (1986 : p 33) arguesattone should expect a positif relationship betwiadex
market power and R & D; under an attenuated prgpaghts system with positives monitoring costpfs with
market power maybe better able to monitor the dsarmvation than firm in competitive industrieso $hat,
market share and market concentrations to havéiymasiffects on R & D intensity.

Structure

The market structure is a variable to determinebiteavior of firms and the interaction between b&hraand

determines of market performance. Furthermore, ghrformance has an influence on the formation of

structure.

The market structure showed the competitive enwiram between the demand and supply through theepsoc
of price formation in the market. The market stuwethas some important elements ie market shankema

concentration and barriers to entry. These elenagdsribe the measures companies-firms that conipete
market (Jaya, 2008).

Elements of market structure
1. Market Sharg Each company has its own market share, than aneduank from 0 to 100% of the
total sellers across the market.

2. Concentration Levelsindustry concentration is used to determine tbgrele of oligopoly structures
that occur. At the time of the industrial marketc@ncentrated, the relative market that industny ca
create greater revenues and faster growth. Sdhbatelationship between the concentration rati an

the company's growth is positive.
Conduct.

Conduct defined as a pattern of response and aggustof an industry in the market to achieve itgotives
(Hasibuan, 1993). According to Martin (2002) thendoct of the company in industry will be attractite
observed if the company has imperfect structutee $tructure of industry perfect competition make
companies do not have the power to determine thkenprice.

Market conduct can be influenced by market strectiffecting internal organization the company&bdr

policies, working conditions, factors that influendhe allocation of corporate resources and preduct

63

manufactured for later offered by the company). Rdarconduct can be seen from the design and product
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differentiation owned, how to determine of pricira;d strategies. Policy will be taken by a comptrgn it
will affect a lot of things. In an oligopoly marketthe conduct each company are difficult forraatied.

In general, the companies that dominate the mdrke¢ similar behavior to the monopolist, it's irgiag the
prices to make a profit. Unlike the case with ety competitive market conditions in which thentgpany is
a price taker (Jaya, 2008).

Performance.

The structure and conduct could lead to the emergeh specific performance. Some aspects inclualé¢klis
performance measure is the rate of profit, efficieand progress that can be achieved by compamiései
industrial market. Performance an industry cardé#ned as an idea of how far the economic retaarsbe
achieved the industry. As a whole, performancehim ¢conomy is an assessment of how an industry has
reached the objectives to be achieved, among otlsees efficient economy, full employment and ¢ajolie
economy.

Previews studies

The previous study that discusses the approachdtysis Structure - Conduct - Performance of ingusbr
related to this study are:

Citra (2006), analyzing Instant Noodle Industryindonesia. The results of this study indicate thatmarket
structure of the instant noodle industry in Indaéads a tight oligopoly. From the result of regiiessis that
CR5 negative impact and no significant effect onVP®Vhile the X-efficiency variable significant toGR.
Sarifah (2007), analyzing the Industry of bottledtev in Indonesia shows the market structure afdzbtvater
industry in Indonesia is a loose oligopoly. Frora #nalysis of the relationship between the strectnd other
factors that affect performance. The variables ihifttence on PCM is the X-Eff variable and CR5,ilethe
growth has no effect on PCM. Sunengcih (2009),yairad the Soft Drinks Industry in Indonesia. Theui¢ of
regression, is the CR5 and Growth did not havgaifstéant effect to PCM. While the variable X-eféiticy has
significant efforts to PCM. Putra (2009). analateucture, Conduct and Performance Pulp and Papestry
in Indonesia. The results of this study indicate $tructure of market pulp and paper industry aohesia is a
tight oligopoly. From the analysis of the relatibis between the structure and other factors thécaf
performance, X-Eff, MES, the growth rate of prodoctand export, while the CR4 and economic crigis ho
effect. Yolanda (2015) with analyis of StructureCenduct - Performance Food Industry in Indonesize T
results showed the food industry market structaréntlonesia is a loose oligopoly. From the analgdithe
relationship between the structure and other factioat affect to performance is X-Eff and grow#riable,
while CR5 no effect.

Hypothesis

The hypothesis of this study as follows:

H1: CR4 has positive effect to PCM

H2: MES haspositive effect to PCM

H3: Efficiency-X has positive effect to PCM
H4: Productivity has positive effect to PCM

Data and Models

This paper attempts to analyze the structure, atinalnd performance of the food and beverages indirst
Indonesia from 2010 — 2015. We used secondary andlglata (time series and cross section) on p2aao —
2015. The data were taken from Indonesia Stock &xgé's website. The analytical tools that to ariag/5-C-
P is Concentration Ratio (CR4), Minimum Efficienof Scale (MES), Efficiency (XEF), and Productiviky
Price Cost Margin (PCM). The limitation of this easch are scope of food and beverages industndonesia
in order to understand the Concentration Ratio. |8Vhd count the efficiency rate of food and bevesag
companies, 4 companies with the biggest conceotratitio will be selected.

The Models
PCMi= ag+ P1CRu4it + B.MES; + BoXEFi; + BsProductivy; + Ej

Which are:

PCMit: The ratio of the industry’s profit off industry unit on't year (%)

CRdit : Industry’s concentration ratio taken frome 4 biggest companies dhindustry unit on't year (%)
MESit : Minimum Efficiency Scale orfiindustry unit on't year (%)

XEFit: Efficiency on 1" industry unit on't year (%)

Productivity,. Output/Input Value of labor (the comparison ofputfinput value of labor o™tyear(%)
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ap : intercept

Bn : slope of each independent variables
Eit : deviation on'f industry unit on'f year
Analysis

Market Structure
According to the result of the market's structu@4Cfor food and beverages industry between 202015
have the tendency to go down as shown on followiiagph 1.

Graph 1. Concentration Ratio 4 (CR,) on Food and Beverage Industry in Indonesia
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Source: on processed, food and beverages induatistiss, 2016

The value concentration ratio (CR4) of food anddsages industry in Indonesia on 2010 is 89.16% hvhic
means it's a strict oligopoly industry and it shothiat food and beverages industry is concentratbd. CR4
results keep decreasing until 2013 and it's indrggagain in 2014 and 2015 amounting 0.65% whickesat
83.02% in total. This shows that food and beveragdsstry in Indonesia on 2015 is a very stricgopoly
industry which gets more concentrated and gettsg tompetitive.

The value of Minimum Efficiency of Scale (MES) ofood and beverages industry in Indonesia on 2010 is
65.23% which means the enter restriction of food la@verages industry in Indonesia is quite big,ciwlihows
that food and beverages industry tends to be nwipetitive. But, the MES value keeps declining ugaff5s,
with 2.7% decline which makes the MES value staatds6.28%. These shows a decrease in enter rigsirift
food and beverages industry in Indonesia. The fofrentry restrictions on 2015 shows that the induit
experiencing a decrese in entry restriction whiakes the industry more competitive.

Next page
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Graph 2. Minimum Efficiency of Scale on Food and Beverage Industry in Indonesia
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Source: on processed, food and beverages induatisties, 2016
According to the result analysis, the market stmecbf food and beverages industry in Indonesévsry strict
oligopoly which tends to be monopolistic. This wdduse some conducts which are done by food aretdgas
industry doers. These conducts includes produategly, market conduct analysis, price and promofldms
industry also introduce differentiation strategyl gmoduct innovation which results in increase wffip as the
increase in producer’s ability to widen its markegments through the advantages of their prodBats.if the
strategy’s not viable anymore, then the indussigiitself towards loss.

In food and beverages industry, producers act asptite taker, which means the price they set leirt
products will be heavily influenced by the priceithcompetitors set. If one competitor decreas# fhreduct’s
price, it's almost guaranteed that other companiiisfollow so they can remain competitive in thearket.
Because the food and beverages industry’s structurederately oligopoly and tends to be loosesaarer’s
behavior still affects the pricing. The existendeuncing force the producers to compete healthyisTcauses
food and beverages companies to less likely dooiysion. While the best promotion strategy rematies
media, display product is also a viable in pronptsmack products. Currently, the common promoti@thad
done in food and beverages industry is price distog. For example, the purchase of 2 bottles afridk will
give the customer a price cut of Rp. xxx or a feack produced by the same company.

Market Performance

Price Cost Margin (PCM) is used to analyze marlefggmance. The highest PCM value occurred in 2610
57.35% achieved by PT. Multi Bintang Indonesia Tbke highest PCM value occurred in 2011 and 2012 is
65.217% and 59.00% respectively achieved by PTshRta Aneka Niaga Tbk. The highest PCM value
occurred in 2013 is 67.56% achieved by PT. MultitBng Indonesia Tbk. The highest PCM value occuirmed
2014 and 2015 is 66.529% and 58.99% respectivdtjeaed by PT. Wilmar Cahaya Indonesia Tbk. What
caused the high PCM value achieved by PT. Multidig Jaya Tbk., PT. Prashida Aneka Niaga Thk. and P
Wilmar Cahaya Indonesia Tbk. is their high outpalire compared to other companies’ output as showthdo
graph below:

Next page
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Graph. 3: Price Cost Margin on Food and Beverage Industry in Indonesia
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The value X-Efficiency (XEF) on food and beveragetustry are considered very high, with averag®35%.
This illustrates good market performance achiewethie industry. The highest XEF value occurred 0A@is
140.99% achieved by PT. Multi Bintang Indonesia Tik 2011 and 2012 is 205.44% and 157.77%
respectively achieved by PT. Prashida Aneka Niaga The highest XEF value occurred in 2013 is 23%8
achieved by PT. Multi Bintang Indonesia Tbk. Thghast XEF value occurred in 2014 and 2015 is 202.19
and 148.94% respectively achieved by PT. Wilmarayahindonesia Tbk. What caused the high XEF value
achieved by PT. Multi Bintang Indonesia Thk. PTadhida Aneka Niaga Tbk. and PT. Wilmar Cahaya
Indonesia Tbk. is the big company added value @ad¢hcompanies compared to others’, as shown bgréph
below.

Graph. 4. Efficiency - X on Food and Beverage Industry in Indonesia
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Source: on processed, food and beverages induatistiss, 2016

The highest value of productivity on food and beges industry in Indonesia occurred in 2010 is 8B%.
achieved by PT. Mayora Indah Tbk. The highest pctdity in 2011 is 186.56% achieved by PT. Wilmar
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Cahaya Indonesia Thk. In 2012 is 156.18% achieyeB b Mayora Indah Tbhk. The highest productivityual
occurred in 2013 and 2014 is 199.18% and 263.4 8eively achieved by PT. Wilmar Cahaya Indonésia,
2015 is 120.05% achieved by PT. Mayora Indah Thkaivaused the high productivity value achievediby
Mayora Indah Tbk., PT. Tiga Pilar Sejahtera Foo#.Tdand PT. Wilmar Cahaya Indonesia Tbk. is theghhi
output value compared to other companies’ outplutevas shown by the figure below:

Graph. 5: Productivity on Food and Beverage Industry in Indonesia
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Source: on processed, food and beverages induatistiss, 2016

Analysis of Econometric ansd Statistic

The result Estimation on panel data are commorceffeodel, fixed effect model, and random effect slod
With those 3 models existed, there needs to bstadechoose which model that is more accuratereledant
in testing the result of the test. Chow test isfiiat test that will be done. Chow test is usedhoose between
common effect and fixed effect. The value of Chasttis seen from the value of F probability thainishe
estimation of fixed effect,

Chow test result
Method Probability Conclusion Result

Chow Test 0.0000 Ho IS rejected, Fixed Effect
Ha is accepted

Sumber : on process, (2016)

Because the result of F probability is 0.0000 50tBen it is stated that the more accurate amvaet model is
fixed effect model. After fixed effect model is dwn, Hausman test is done to choose between fited e
model and random effect model.

Hausman Test Result

Method Probability Conclusion Result

Hausman Test 1.0000 Ho IS acgepted, Random Effect
Ha is rejected

Sources: on process, (2016)

According to the Hausman test, the value of chiasgurobability is 1.0000. That value is largernttta05
which means Ho is accepted. Thus, the best modw tesed in this paper is random effect model.

Next page
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Random Effect Model Estimation Result

Independent Variable Coefficient Probability
C 51.7098 0.3370
CR 0.166521 0.8639
MES -1.060724 0.2683
XEF 0.405851 0,0000
Productivity -0.006153 0.9218
Adjusted R-squared 0.580898
F-prob stat 21.44430

Sources: on process, (2016)

Statistic test

The model appropriateness by variable criteriseiiadkd by 3 tests which are simultaneous testdfy, teartial
test (T test) and koeficient determinatiorf (Bst). T test is used to estimate the significaxfasach independent
variable toward each dependent variable. Accordnghe hypotheses, it is expected that the indegr@nd
variables partially affects the dependent variableslpha 0.05. Independent variables are partsdjgificant

if each t-probability of the independent variab{e8.05.

According to the result of the t test, X-efficien@¥EF) variable significantly affects Price Cost iga (PCM).
The XEF probability value is 0.0000 < 0.05 and $ign of regression coefficient resulted by XEF abke is in
accordance to the theory which is having the saasitipe sign as the hypotheses. Meanwhile, Conagatr
Ratio (CR) variable, Minimum Efficiency of Scale (MES) vanle and productivity variable do not
significantly affects PCM because their probabiliglues are 0.8639 > 0.05, 0.2683 > 0.05 and 0.920&%
respectively. Those values did not go in accorddadhe theory because they have negative sigtikeutiie
hypotheses. This is caused by the market strusaniables in food and beverages industry whichrixigs by
CR4, MES, and Productivity does not affect a comfmprofitability. The one that affects the compasiin
creating projected restriction of entry is the ME&iable. And also company growth which is proxiss
Productivity. It can be concluded that out of 4dpdndent variables there’s only 1 that significamtifects
PCM which is X-Efficiency variable, while the refbes not significantly affects PCM.

F test is used to see if the independent variahight affects together with the dependent variabdesording
to that hypothesis, it is expected that the inddpah variables together will affect the dependeariables
significantly. According to the regression’s restitte independent variables which are CR4, MES, Xt
Productivity together affects PCM of food and begms companies that are registered in Indonesiaek St
Exchange with a real impact.

Model variable criteria must also fulfill the Goags of fit (R test) criteria which often called as determination
coefficient. According to data processing resulthwiandom effect method, the value of adjustediR
0.620949. This shows that all independent variablbieh are CR MES, XEF and Productivity explain the
changes of the dependent variable which is PCMigia$58.08%. While the remaining 42.92% are erplai
by other independent variables which are not inefuth the model, which means the model is fulfglithe
Goodness of fit criteria.

Conclusion

According to structure, conduct and performancdoofl and beverages companies which are Go Public in
Indonesia from 2010 — 2015, it can be concluded, ttree competition in go-public food and beverages
companies is a very strict oligopoly with ¢Rbove 80% (which amounts 81.41% - 89.16%) each yidas
CRyresult is also showing that food and beveragessingis well concentrated and tends to be monopalis

According the market performance analysis, theevaluPCM, Growth and XEF that are illustrated oevious
chapters show shows that the average value of Bheseiables are pretty high. Aside from that, tfend of
XEF value fluctuation tends to see an increase gaah While the trend of Productivity value fluation also
tends to see an increase each year. From thosga?sfait can be concluded that the performanclead and
beverages industry in Indonesia can be categodageypbod.

The result of the econometrics analysis, the mostrate and relevant choosing estimation modélésandom
effect model. While the result of the T test shdahat PCM is only significantly affected by XEF. Vithithe
other variables which are GRMES as the proxy of market structure and Prodgligtias the proxy of
performance does not affected the PDM of food anaktages industry in Indonesia. Technological alessan
food processing industry, especially on distribmtend competitiveness against foreign producedénsind
outside the country are also an issue that needsetooncerned. A lot of Indonesian food productsewe
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damaged on shipping because of the poor storapadiegy and infrastructure. According to Yoland@i32),
an improvement in infrastructure is a possible tofuin order to retain the quality of the produasttil it
reaches the consumer is a problem that Indonebitases.

The goodness of fit test, the value of adjustéis®.5808 which shows that GRMES, XEF and Productivity
variables can explain the 58.08% changes of PCMabims. While the rest can be explained by other
independent variables that are not included inrttoelel, which means the model fulfill the goodnegdito
criteria.

Policy recommendation which is: Food and beveragdsstry and stakeholders should improve the tadjet
market of each industry so the industry can ineéhsir output value. Other economic activitiesrdoghether

it is developers, investors and the society in ganghould choose the best food and beverages aonpa
invest.
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