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Abstract

Bromo-Tengger-Semeru is an agropolitan area in East Java, which was devel-
oped to encourage the welfare improvement of the local community, especially
local farmers who are involved in the cultivation business in the agricultural
sector. This study involves 400 farmers in Malang, Probolinggo, Pasuruan and
Lumajang, where they participated in interviews. This study found that the
problematic situation faced by farmers is funding and efforts to add value to
the products they produce are apparently not comparable to the selling price
of the product. Most farmers said they would rather sell their raw products. In
determining the price of agricultural products, farmers often lose out to mid-
dlemen or moneylenders. Currently, the agropolitan area development pro-
gram, for local farmers has not been very useful in improving the bargaining
position and the level of welfare of local farmers.
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Bienestar Y Poder De Negociacion De Los Agricultores
En Bromo-Tengger-Semeru, Area Agropolitana, Java
Oriental

Resumen

Bromo-Tengger-Semeru es un area agropolitana en Java Oriental, que se
desarrolld para alentar la mejora del bienestar de la comunidad local, es-
pecialmente de los agricultores locales que participan en el negocio de
cultivo en el sector agricola. Este estudio involucra a 400 agricultores en
Malang, Probolinggo, Pasuruan y Lumajang, donde participaron en entre-
vistas. Este estudio encontrd que la situacién problematica que enfrentan
los agricultores es la financiacion y los esfuerzos para agregar valor a los
productos que producen aparentemente no son comparables con el precio
de venta del producto. La mayoria de los agricultores dijeron que prefer-
irian vender sus productos crudos. Al determinar el precio de los productos
agricolas, los agricultores a menudo pierden a intermediarios o prestamis-
tas. Actualmente, el programa de desarrollo de areas agropolitanas para
agricultores locales no ha sido muy util para mejorar la posicion de nego-
ciacion y el nivel de bienestar de los agricultores locales.

Palabras clave: Agropolitan, Bienestar, Agricultores, Posicion de negoci-
acion

1. INTRODUCTION

One of the efforts developed by the Government of East Java Province
to accelerate the improvement of farmers’ welfare is through the agro-
politan area development program. More than just an effort to encourage
equitable development in rural areas, the agropolitan area development
program places farmers as subjects of development that are expected to
benefit from the development of the agropolitan sector in their region. In
contrast to the business capital assistance program, technology assistance
and segmentation agriculture modernization, through the agropolitan area
development program, in the long run, the program is expected to be more
integrated and based on the potential of local resources that benefit farmers
(DJAKAPERMANA, 2007).
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In the East Province itself, Java currently has four established strategic
agropolitan areas which serve as centers for regional growth in order to en-
courage regional development in the context of regional equity. According
to the Regional Regulation of the Province of East Java Number 5 of 2012
concerning the Provincial Spatial Plan for 2011-2031, several agropolitan
areas are expected to trigger the regional development and equity, includ-
ing: (1) Madura Agropolitan Clusters consisting of Bangkalan Regency,
Sampang Regency, Pamekasan Regency and Sumenep Regency; (2) [jen
Agropolitan Cluster consisting of Jember Regency, Situbondo Regency,
Bondowoso Regency, and Banyuwangi Regency; (3) Bromo Tengger Se-
meru Agropolitan Cluster consisting of Malang Regency, Pasuruan Re-
gency, Probolinggo Regency, Lumajang Regency, and Sidoarjo Regency;
and (4) Wilis Agropolitan Cluster consisting of Madiun Regency, Magetan
Regency, Ngawi Regency, Ponorogo Regency, and Pacitan Regency, and
Madiun City.

Through the development of the agropolitan area, the outline of the strategy
developed by the Government of East Java Province is: First, to encourage
the growth of the potential of superior local natural resources optimally
and to support the small and medium industrial community as a major sup-
plier of regional markets. Second, to boost the development of commodity
clusters to accelerate the growth of commodities and the organization of
those growths in the agropolitan area. Third, to encourage product expan-
sion and economic improvement of the community by promoting efforts to
acknowledge the linkage of local markets with regional markets.
According to the Law of the Republic of Indonesia Number 26 Year 2007
concerning Spatial Planning, the law refers to Agropolitan Area as an area
consisting of one or more primary activities that centre around rural areas
as a system of agricultural production and management of certain natural
resources, as indicated by the existence of functional and hierarchical link-
ages in spatial areas as a settlement and agribusiness system unit. Mean-
while, East Java Regional Regulation Number 5 Year 2012 concerning
the 2011-2031 Provincial Spatial Plan, Article 6 states that the Provincial
Spatial Planning aims to deliver high competitiveness and sustainable pro-
vincial territories through the development of agropolitan and metropoli-
tan systems (DRIYZEK, 2005; SOEMARWOTO, 2001).

This article aims to: (1) Discuss the benefits of the agropolitan area devel-
opment program to improve the welfare of farmers and agricultural busi-
nesses; (2) outline the problematic situation and identify the constraints
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faced by local farmers in the effort to develop the agricultural business
they occupy; and (3) identify the bargaining position of local farmers with-
in the structure of agricultural commodity trade chain in the agropolitan
area.

2. RESEARCH METHODS

This study was carried out in four regions in the Province of East
Java, namely the regencies of Probolinggo, Malang, Pasuruan and Luma-
jang. These four regions were selected to represent the Bromo-Tengger-Se-
meru agropolitan area.

In this study, primary data were collected by conducting interviews
with 400 farmers, 100 farmers in each region. The respondents recruited
had to meet the following criteria: being farmers, residing in the study lo-
cations and running the business of cultivation within the past year. In ad-
dition to surveys of 400 farmers, in-depth interviews were also conducted.
The in-depth interviews were carried out with a number of key informants,
namely public figures, village/district government apparatus and officials
of related offices/local government task force (SKPD).

Table 1
Research Locations
Hamlet Village District Regency Size

Krajan Poncokusumo Poncokusumo Regency of 100
Jubung Jabung Jabung Malang
Krajan Satu Tutur Tutur Regency of 100
Krajan Wonokitri Tosart Pasuruan
Waturiti Lumbang Lumbang Regency of 100
Jetak Jetak Sukapura Probolinggo
Pasrujambe Pasrujambe Pasrujambe Regency of 100
Krajan Bumo Senduro Lumajang
Total 400

The data collected were edited and tabulated using SPSS. The data pre-
sented were processed from the 400 questionnaire results obtained directly
from the field.

3. RESULTS AND DISCUSSION
Modernization in rural areas should not result in marginalization

and should be friendly and provide opportunities for local resources to
improve their social lives, instead (PRIBADI, PUTRA, & RUSTIADI,
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2015). In establishing an area as a center for sustainable development of
agricultural products, for example, the Bromo-Tengger-Semeru agropoli-
tan area, it is necessary to not only make sure that the progressing develop-
ment is carried out with due consideration for environmental sustainability
(DRIYZEK, 2005), but also guarantee local communities, especially local
farmers involved in the business of cultivation in the agricultural sector,
welfare improvement (ANNIBAL, LIDDLE, & MCELWEE, 2013).

In the effort to develop the Bromo-Tengger-Semeru agropolitan
area as well as other agropolitan areas, local farmers must be positioned
as a subject or center of interest in considering to which direction the de-
velopment is heading. Agropolitan in concept refers to an area develop-
ment movement and effort that relies on the agricultural sector intended to
spur and trigger local communities’ welfare and economic improvement
while still paying attention to environmental sustainability (SHAFFRIL,
NASIR, & IDRIS, 2010). Unlike in traditional agricultural sector develop-
ment, in an area that is established as an agropolitan area, farmers are not
only encouraged to increase their production capacity and volume, but also
assured to gain proportional profits from their products (NGAH ET AL.,
2012).

3.1. Agricultural business development shortcomings

In the Bromo-Tengger-Semeru agropolitan area, the agricultural
sector has been the main support and source of livelihood to local commu-
nities for generations. In the regencies of Probolinggo, Pasuruan, Malang
and Lumajang, not only rice and plantation commodities such as vegeta-
bles are produced, but also horticultural products such as fruits and decora-
tive plants. Local communities are heavily dependent on these agricultural
commodities.

To local farmers in the Bromo-Tengger-Semeru agropolitan area, a strate-
gic effort that can be made in spurring improvement of farmers’ income is
adding value to the commodities produced. However, encouraging farm-
ers to add value to their products is admittedly challenging. This research
found that the majority of the farmers found it difficult to increase the add-
ed value of their products due to the following: the profits generated were
considered disproportionate to the costs incurred; the effort had caused
the production cost to increase; they lacked supporting technologies; there
was no guarantee that the marketing would generate profits; the marketing
became even harder; they perceived that their products were inferior to
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imported horticultural products; and they had inadequate necessary skills
to add value to their products (ABDULLAH, & ABU SAMAH, 2014).
According to the results of the research conducted in some regions in East
Java, it was found that most farmers found it difficult, or even extremely
difficult, to increase the added value to their product because this effort had
caused the production costs to increase instead (73.5 percent). Meanwhile,
93.5 percent of farmers revealed that they mildly perceived, moderate-
ly perceived or even strongly perceived that adding value will render the
profits generated disproportionate to the costs incurred. They also revealed
that they lacked supporting technologies (73 percent); had no one guaran-
teeing that their marketing would generate profits (73.8 percent); found an
even greater difficulty in marketing (73.5 percent); felt that their products
were inferior to imported horticultural products (86.8 percent); and had
inadequate necessary skills to add value to their products (93.8 percent).

Table 2
Problematic Situations Faced by Local Farmers in Improving the Added value
in Agribusiness (n = 400)

. Not
Strongly Moderately Mildly .
Problems Faced by Farmers Pcrccigv'c Pcrs:civcy Pcrccizc P;:cf,"["l'c
The cffort caused the production cost to increase 36% 23.5% 14% 26.5%
The profits were disproportionate to the costs
incurred 56% 23.5% 14% 6.5%
Lacking supporting technologics
No guarantee that the marketing would gencrate 35% 23% 15% 27%
profits 0 23% 50.8% 26.2%
Marketing became even more difficult
Local products were inferior to imported 0 23.2% 50.2% 26.5%
horticultural products 2.5% 34% 50.3% 13.2%
Lacking necessary skills to add wvalue to
products 36% 43% 14.8% 6.2%

The local farmers interviewed mentioned a number of shortcomings they
had to deal with if they were to improve the added value to their products.
The limitation they faced over and over was related to not only lacking
capital, but also lacking supporting technologies and place for processing.
Of 400 farmers, 74.5 percent shared that the capital problem had been hin-
dering their effort to add more value to their products. To the majority of
the farmers, capital shortness had immensely restricted their movement in
running their business activities, especially those associated with product
development. Moreover, with limited capital, they found it arduous to pro-
vide supporting technologies that could help improve value (SUYANTO,
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2008). Consequently, what was common at the time this research was con-
ducted is that farmers marketed agricultural products raw directly from the
farmland without any processing using particular technologies.

Admittedly, supporting technologies have a central role in creating added
value. In spite of the time taken to master such technologies, those technol-
ogies still came in handy. Many of the farmers said that they would learn
and try to master such technologies to increase the products’ added value.
Unfortunately, virtually all farmers (97.2 percent) were still facing limita-
tion in supporting technology procurement, causing them to only make a
little effort to improve their products’ added value.

Table 3

Obstacles to Improve Agricultural Products’ Added Value (n = 400)
Obstacles/Hindrances Restrictive Non-Restrictive
Lack of capital 74.5% 25.5%

Lack of supporting technologics 97.2% 2.8%

Lack of place for processing 84.8% 15.2%

Other than the lack of supporting technologies, the obstacle significantly
affecting local farmers in their effort to improve their products’ added val-
ue was the lack of place for processing. Of 400 farmers, 84.8 percent stated
that the lack of place for processing had been hindering their effort to im-
prove their products’ added value. To local farmers, a place for processing
products is critical not only for packaging products but also for processing
raw products into more varied products with a touch of technology. Ba-
nana, for instance, is marketed not only in its raw form, but also as keripik
pisang (banana chip) and sale pisang (preserved, sweetened banana) after
undergoing processing and later served in interesting wrapping with the
touch of supporting technologies. Hence, it is instrumental in providing an
adequate space or place for processing until the products are ready to mar-
ket, which will enable farmers to develop productive business activities.

3.2. Bargaining power and benefits of the agropolitan area development
program

This study found that, in general, farmers sold their harvest raw (84.8 per-
cent) and only few of them (15.2 percent) sold it in processed forms. This
was based on not only their lack of supporting technologies and necessary
skills to process their harvest, but also their belief that selling products
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raw is fairly profitable (49.8 percent), profitable (34.2 percent) or even
highly profitable (17 percent). To market their agricultural products, many
of them relied on middlemen. Despite that, more than a half of all farmers
(51.5 percent) stated that selling prices were set on a mutual agreement ba-
sis. The remaining (46.5 percent) admitted that the setting of selling prices
was dominated or controlled by middlemen. This has raised a question as
to why, in marketing products, many farmers leaned towards relying on
middlemen.

It is assumed that farmers favored selling products to middlemen for the
following reasons: (1) Farmers had neither access to the market nor wide
marketing network and had little understanding on the ins and outs of
agriculture-sector trading. They could yield products in the agricultural
sector, but their marketing effort was limited; (2) Farmers believed that
selling products to middlemen is more practical as middlemen proactive-
ly approached them, both at home or in their farmland, to make a bar-
gain or transaction of their agricultural products; (3) The involvement of
middlemen in the agricultural product marketing was considered to help
cut transport costs; (4) Farmers could conserve energy for marketing and
could concentrate more at home or on cultivating their lands; (5) Payment
was made in cash, which, according to the farmers, was quite appealing. At
times, middlemen offer the farmers loans prior to harvest for the farmers
to sell their products to them. This direct or cash payment system, to the
farmers, was quite beneficial as this system allowed them to directly enjoy
the profits from the sales and to fulfil their daily needs. Additionally, this
cash payment system also allows for the maintenance of business circula-
tion. Despite the few benefits offered by this system, it was widely applied
by farmers.

The domineering role of middlemen has weakened farmers’ bargaining
power. According to an existing record, at least 46.5 percent of farmers
stated that agricultural product prices were set by middlemen most of the
time. Although quite a lot of farmers stated that middlemen’s involvement
played a big part in their product marketing, their bargaining power in the
pricing of their products was considered to be the same as that of mid-
dlemen (85.5 percent). In this context, there was an impression that the
bargaining power of farmers and middlemen was interpreted to be equal.
Even the majority of the farmers claimed that they gained profits from
their latest harvest. Of the 400 farmers involved in this research, 49.8 per-
cent said that their latest harvest was fairly profitable, 34.2 percent said
that it was profitable and the remaining 17 percent even said that it was
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highly profitable. Furthermore, farmers also believed that the selling prices
of their agricultural products and the labor taken were proportionate (68.5
percent). The profits from the last three years’ sales were believed to be
relatively the same (62.5 percent).

To farmers, the business in the productive agricultural sector had been
offering them some profits, albeit in a small amount. Although the profits
were not considerable in amount, they were sufficient for sustaining the
everyday lives of the farmers’ families. Admittedly, the profits from the
businesses in the agricultural sector varied over time. At times, farmers
were able to monopolize the profits, but many a time they had to share
the profits with middlemen for them to help with the marketing. The agri-
cultural products were marketed not only directly to consumers, but also
indirectly through middlemen. Many of the farmers had to take care of
their domestic works in addition to cultivating their farmlands. Addition-
ally, some farmers believed that middlemen had a greater access to market
their products in a shorter period of time. Hence, they trusted the selling of
their products to middlemen with profits being shared according to prior
agreement.

Table 4
Marketing dynamics, bargaining power and profits gained by farmers from harvest (n =
400)
Profits gained from latest Highly profitable 17%
harvest Profitable 34.2%
Fairly profitable 49.8%
Unprofitable 8%
Highly unprofitable 0
Form of agricultural products Raw 84.8%
sold by farmers Processed 15.2%
The one setting the selling Farmers themselves 2%
prices of farmers’ agricultural Middlemen 46.5%
products Factory 0
Mutual agreement 51.5%
Bargaining power of farmers in | Rising 3%
the setting of agricultural Stagnant 85.5%
product selling prices in Declining 11.5%

comparison to middlemen

Comparison between the Highly proportionate 3%

selling prices of the agricultural | Fairly proportionate 68.5%

products and the cost as well as | Less proportionate 28.5%

labor taken from planting to Disproportionate 0

harvesting time Highly disproportionate 0

Last three years' profits from Tead to increase 3%

agricultural product sales Relatively the same 62.5%
Tend to decrease 34.5%

Farmers’ intending to have Yes 0.8%

occupations outside the No 99.2%

business of cultivation in the

| agricultural sector
Farmers’ awareness of Aware 22%
agropolitan arca development Unaware 8%

programs implemented in their
region
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Farmers in the agropolitan area turned out to still use the old pattern in
marketing their products. The conventional marketing pattern with the in-
volvement of middlemen was still widely applied, which made it even
harder for farmers to access the market and expand their marketing net-
work. Middlemen promised farmers a lot of convenience in varying forms
for the sake of their business continuity. However, behind such widespread
business practice applied by farmers and middlemen was farmers’ power-
lessness in a modern agricultural constellation.

Agropolitan area development is supposed to empower farmers in a mul-
titude of aspects, including product marketing, enabling farmers to stand
on their own feet through the access to the market on a wider scale. How-
ever, this development has apparently failed to give a significant benefit
to farmers in the agricultural sector activities. Even the data prove that
the majority of the farmers were unaware of the ongoing agropolitan area
development program in their region (78 percent) and only a small portion
of them (22 percent) knew about it.

It is unfortunate that farmers had limited knowledge on the agropolitan
area development program as, in fact, it can be of help in the agricultural
business activities in remote areas, for example, in helping satisfy farmers’
need for seeds and fertilizer, opening an access for farmers to the mar-
ket, setting selling prices of agricultural product desirable to farmers and
helping processing products post-harvest. The numerous elements of the
business activities in the agricultural sector are important to the increase
in the products’ added value and quality, satisfying the need for access to a
wider market and giving better profits to farmers.

To farmers, the existing agropolitan area development program had been
perceived as giving little benefits to their agricultural business activities.
Of 400 farmers, the majority stated that their agricultural business condi-
tion was relatively stagnant in terms of seed need fulfilment (76.2 percent),
fertilizer need fulfilment (76.2 percent), access to market (68.8 percent),
selling prices of agricultural products (66.2 percent), selling price setting
(71.2 percent) and post-harvest product processing (75.8 percent).
Although most of the farmers claimed that they did not feel any significant
benefit from the agropolitan area development program, the data show that
quite a few farmers enjoyed some benefits because their condition had
improved, notably in the aspects of agricultural product selling prices and
access to the market (stated by more than 30 percent of farmers).
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Table 5§
Benefits enjoyed by farmers in the agropolitan area development program (n= 400)
Productive Business Activitics Better Stagnant Worse
Seed need fulfilment 23.8% 76.2% 0
Fertilizer need fulfilment 23.8% 76.2% 0
Agricultural product selling prices 33.8% 66.2% 0
Selling price setting 28.8% 71.2% 0
Post-harvest product processing 24.2% 75.8% 0
Access to the market 31.2% 68.8% 0

As described above, it is not an easy task for farmers to engage in the ag-
ricultural sector and develop their enterprise due to a number of factors.
The results of the study in a number of regions in East Java have provided
information on these factors: the issues of capital, marketing, raw material
availability, intense competitive climate, limited market share, business
management limitation, technology availability, to name but few. Thus,
support from multiple parties, notably the government, is instrumental
in the effort to develop the agricultural sector, for example, by making
policies regarding capital, production equipment assistance, management,
seed, fertilizer, marketing assistance and other facilities that support busi-
ness development in the agricultural sector (DEATH, 2010; SUBADYO
& ARIEF, 2012).

4. CONCLUSION

This study found that the problematic situation faced by farmers
is funding and efforts to add value to the products they produce are appar-
ently not comparable to the selling price of the product. Most farmers said
they would rather sell their products in raw form. In determining the price
of agricultural products, farmers often lose out to middlemen or money-
lenders. The agropolitan area development program, for local farmers, has
not been very useful in improving their bargaining position and the level of
welfare.

To ensure that local farmers in the Bromo-Tengger-Semeru agro-
politan area do not experience marginalization, and become subordinates,
in addition to improving the quality of local farmers’ resources, it is equal-
ly important to place local farmers in positions as subject of change.

First, considering that local farmers still do not have a strong bar-
gaining position and are often disadvantaged in the distribution of profit
margins in the trade of agricultural commodities, then in the future, one
important agenda that needs to be the main concern of local governments
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is how to improve the distribution of profit margins that are more benefi-
cial for local farmers.

Second, to help local farmers not only benefit from the selling
price of raw agricultural commodities, one thing that should be devel-
oped is how to encourage local farmers to be involved in processing and
in providing added value of post-harvest agricultural products. Providing
training for farmers to possess skills in processing post-harvest agricultur-
al commodities and administering technological assistance or assets that
enable local farmers to independently add value to the commodities they
produce, will make farmers more likely to reap more benefits.
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