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Abstract 

93% of Indonesia's population consumes rice every day. The rice market is controlled by the state, as a 

protection so that food scarcity does not occur. However, even though most of the population consumes rice, rice 

farmers in Indonesia are still many who are poor. This happens because the rice trading system is still controlled 

by certain actors. With a qualitative approach, this research will reveal how rice trading in the Jember district of 

Indonesia. As a result, the chain of rice trading is still long, so the difference in the price of rice between farmers 

and end consumers is still large. This is also supported by the presence of rent seekers in rice trading in Jember 

Indonesia. 
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1. Background 

Rice is an important commodity for Indonesian citizens. More than 90% of the people of this country 

need rice to be consumed every day. Scarcity in this commodity will have an impact on national food security, so 

that the state establishes a general logistical agency (Perum Bulog) to regulate rice circulation in Indonesia. More 

than that, the price of this commodity is also regulated by the state to avoid unfair competition. The price 

regulation will have various implications for rice farmers in Indonesia, including price fixing. With the price fix, 

farmers should be able to optimize their production. 

The reality in the field turned out to be different, a serious problem that arose with rice farmers was the 

low price of harvested unhusked rice (GKP). From preliminary observations of this study, it is suspected that this 

problem was caused by the dependence of farmers on traders in marketing their harvests at the time of harvest. 

So the price of the government (HPP) is not the same as the price of the farmers. What happens, the high price of 

rice at the consumer level does not greatly affect the price at the farm level, because there are traders who take 
too much profit. Bulog company which is supposed to be the hand of the state for the welfare of farmers, is 

apparently still not optimal. It is suspected that the State Logistics Agency (Bulog) has bought part of the rice that 

is circulating in the market from the wholesale agency and the Rice Milling Unit (RMU) so that the rice 

distribution chain remains long and farmers are disadvantaged. 

In the Jember district of Indonesia, with a population of around 2.5 million people, there are almost 40% 

of rice farmers, which is around 1 million (Jember in figures, 2018). With a planting area of almost 170,000 

hectares. The following is data on the area of paddy land and the amount of rice production in Jember, Indonesia. 

Table 1. Rice planting and production area in Jember 

No Description 2014 2015 2016 2017 

1 Planting area (hectares) 166,547 169,336 170,395 162,067 

2 Production (Quintal) 976,373 1,004,896 986,653 984,201 

Source: BPS 2019 

Research of the People's Coalition for Food Sovereignty (Kontan, 2018) farmers become a grain value 

chain actor who receives the smallest economic benefits. Farmers only get a profit margin of 500 rupiah. While 

other actors such as middlemen, milling businessmen, to rice traders, on average make a profit of up to 1,500 
rupiah for 1 kilograms. In the distribution chain, there are 10 actors ranging from farmers, village brokers, loggers, 

small rice mills (bulog partners) to inter-village middlemen, brokers at the district rice market, sub-divre Bulog, 

village-level farmers (sergap) grain absorption teams (Koramil), breeders, to large rice mills. 
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In another condition, from observations the researchers found that if there was a rice harvest failure, the 

price of rice was relatively rising. The increase occurred due to lack of rice supply on the market. With the increase 

above the price determined by the government, Bulog cannot afford to buy rice, so that it is possible to import 

rice to meet rice reserves. The entry of imported rice will have a negative impact on rice farmers in Jember. The 

purpose of this study is to uncover the rice trade system in Jember and provide the most efficient formulation of 

rice trade system in Jember. 

 

2. Literature Review 

Sawit and Lakollo (2007), explains that rice is not just an economic commodity, but a socio-political 

commodity. The reason is that rice is a necessity for everyone, so many sectors such as macroeconomic conditions, 

inflation, food security, unemployment and poverty will overlap with rice. During 1954 to 1994 the price of rice 
reached the highest price of US $ 600 in 1 ton and the lowest was US $ 200 / ton. 80 percent of the rice trade is 

controlled by six countries namely; Thailand, the United States, Vietnam, Pakistan, China and India (Sawit, 2009) 

and (Sriboonchitta and Wiboonpongse 2001). Therefore the international rice market is imperfect, the price of 

rice will be determined by the oligopoly power of these countries.  

Empirical Study of Rice Trading System Channels Rice trading systems that have been studied in 

previous studies generally have long channels. The length of the channel is due to the large number of intermediary 

institutions from farmers to end consumers. The final point of some rice trading channels is in the sub-district or 

district market. But in general rice and mill traders operate in a wider market scope and cross district boundaries 

even between provinces and between islands. The trading channel not only shows product flow but also shows 

how capital flows are taking place (World Bank, 2009, Simatupang and Timmer, 2008, Rahman et al, 2009). The 

flow of trade occurs because the location of the production center is not the same as the location of the 

consumption center (Sriboonchitta and Wiboonpongse 2001). Simatupang and Timmer (2008), Setyono, (2009) 
discussed the certified organic rice trading system consisting of five trading systems. In one of the channels 

identified that there is a leak in the channel. This indicates that the role of the middleman can cause the channel 

inefficiency because it affects the value received by farmers who tend to be of little value.  

According to Kohls and Uhls (1990), Sawit (2009a) trading system functions are grouped into three main 

functions, namely the exchange function, physical function, and transmitter function. Rahman et al (2009) the 

chain of trade system from farmers to end consumers consists of collectors, regional wholesalers, large outside 

traders, supermarkets, regional retailers, and outside regional retailers. Trading institutions that are generally 

involved can be categorized as farmers, collectors, farmer groups, outside regional collectors, wholesalers, 

retailers (Fernando, 2010 and Pitt, 1983), commissioners / brokers, and exporters (Sriboonchitta and 

Wiboonpongse 2001). 

 

3. Research Methods 

Relevant with the nature of the problem to be studied, this study uses a qualitative approach that focuses 

more on the formation of substantive theories based on concepts that emerge from empirical data, so that the 

research design is tentative and elastic to changes according to field conditions and is natural so that truth can be 

found in its purest form without experiencing distortion (Denzin and Linkoln, 2005).  

The use of this approach is based on several considerations, including: (a) this study seeks to uncover 

the meaning of social phenomena and value patterns that occur dynamically and naturally in the research setting, 

(b) it is assumed in the field that there are value systems and double reality whose interactions are difficult 

allegedly so that the inevitable presence of researchers as key instruments to design research repeatedly, (c) this 

study intends to build a theory inductively from the abstractions of data collected. 

This type of research is field research with a case study. Namely the type of research that seeks to explore 
a setting, or one particular event, or one subject or one document storage with how to investigate exploratively, 

descriptively in temporary phenomena in real life contexts. Data is collected through participant observation 

methods, in-depth interviews and study documentation. The use of participatory observation is intended to directly 

observe the factual condition of the economy of people who have traditional shops in Jember district, while the 

use of in-depth interviews is intended to further explore the focus of the research. While the use of documentation 

studies is intended to collect data that is written-whether published or not-related to the purpose of the study.  

The informants in the study were chosen deliberately (purposive) of several people who fulfilled the 

criteria and were believed to have had a direct impact on the establishment of a modern shop in Jember Regency. 

Among these criteria are: (1) The subject is long enough and intensively integrates with the field of activity that 
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is the target of the study. (2) The subject is still actively involved in the activity environment which is the target 

of research. (3) The subject still has time to be asked for information by the researcher. And (4) the subject is 

believed to be able to provide real and authentic information. 

Determination of informants conducted purposively is intended to direct the collection of data in 

accordance with needs through the selection and selection of informants who really master the information and 

issues in depth and can be trusted to be a source of data that is steady and competent. Of course, the selection of 

informants is not only based on the subjective will of the researcher, but based on themes that emerge in the field. 

 

4. Results and Discussion 

From the research conducted it can be seen that the rice trading system in Jember Regency involves 

several actors including farmers, middlemen, RMU (rice milling unit). It is at this RMU that rice is produced from 
what was originally milled dry grain (GKG) into rice that is ready to be marketed. From this RMU, rice is 

transported to several actors including wholesalers, retailers and also to consumers directly. Including Perum 

Bulog also took a lot from RMU. 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Scheme of Rice Trading in Jember Regency 

Source: results of research 

 

From the figure it can be explained that the rice trading system chain in Jember Regency is divided into 

four chains. First the rice farmers will be bought by brokers then bought by RMU, RMU sells to wholesalers, sold 

again to retailers and finally by end consumers. This channel shows the sale of grain in the form of harvested 

unhusked rice (GKP) from farmers to brokers. Farmers distribute 100 percent of GKP to brokers.  

A1. Farmers Brokers  RMU  Wholesalers  Retailers  Consumers 

 

Second are from farmers selling grain to brokers, from brokers bought by RMU, then sold to wholesalers 

and finally consumers. 

A2. Farmers Brokers  RMU  Wholesalers  Consumers 

 

Third are supply chains from farmers sold to brokers, from brokers sold to RMU, from RMU sold to 

retailers and from retailers bought by end consumers. 

A3. Farmers Brokers  RMU  Retailers  Consumers 

 

Fourth of farmers sell grain to brokers (middlemen), from brokers bought by RMU, then sold to 

consumers. 

A4. Farmers Brokers  RMU  Consumers 

Farmers Brokers RMU Consumers 

Wholesaler

s 

Retailers 
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This study revealed that the role of the government through Bulog was still not optimal. The average 

farmer already has a dependency on middlemen so that they sell their grain to middlemen (brokers). Many 

middlemen provide loans to farmers to meet the cost of planting, so to return the loan they sell their grain to 

middlemen at a variable price even below the price determined by the government. In richer farmers, their motives 

for selling grain to middlemen are relatively different. They choose to sell to middlemen so that their labor costs 

are less, because they do not incur the costs of drying the grain or transporting the grain to the house. 

The role of government is needed to overcome the problem of rice farmers. Some institutions such as 

farmer groups or agricultural cooperatives should be able to increase the farmer's rice selling power. If institutions 

such as agricultural cooperatives, which provide capital to farmers and agricultural products are sold by 

cooperatives, this will reduce the chain of trade. The existence of a cooperative that also has a RMU business unit, 
will play a role as a monopoly in the output market and monopsony in the input market, with the formation of 

prices agreed upon by members.  

 

5. Conclusions and Recommendations 

Repair rice trading system in the district of Jember, Indonesia became must to be repaired. Empowerment 

of farmers to improve their welfare by providing good rice prices must be done by the government. With so many 

actors in rice trading, the welfare of farmers will not increase. To overcome this, the government can create an 

agricultural cooperative in partnership with Bulog, so that the problem of farmers' planting costs can be fulfilled 

by cooperatives and rice prices are bettered. 
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