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Abstract—This research addresses the interaction between
small family farms and middleman and its relation to food
security. Based on a qualitative method analysis derives from
farmer and intermediaries interviews, this research sheds light
on four types of middleman in this area: conventional
middleman, rice middleman, banana middleman, and rubber
middleman. It reveals factors motivating farmers to market
crops through a middleman such as best crops selling price, the
quantity of the crops, a new market for subsistence crops, and
tied relationship. The result indicates that each middleman's role
differs depending on the interaction, where most of them are
simply a way to connecting farmers to the final market to earn
cash quickly. Taken together, the research findings highlight the
role of each middleman, including "Bertauke" interaction,
which is uniquely proven to contribute to food availability and
food accessibility of the small farm households from one harvest-
time to another, before recommending farmers market in order
to benefit farmers and the community for better local food
security.
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[. INTRODUCTION

Lack of formal connections between small farm holders
and market actors tends to limit the access to information that
farmers require to sell their produce [3]. Markelova et al.
asserted that if small producers act collectively, they may
actually reduce transaction costs, get updated market
information, and enhance their bargaining power with buyers
[6]. Nevertheless, collective actions from smallholders are a
challenge due to their poor organization capacity and low
level of trust amongst them [4].

Middleman has an integral role in linking smallholder
farmers to traders and final markets [1]. Rubinstein and
Wolinsky [14] asserted that middlemen are a time-saving
institution since they shorten the negotiation time between
sellers and buyers in a transaction. In Indonesia, most farmers
are small-scale farmers, wherein middleman has a positive
role because most farmers in Indonesia are fragmented [8]. If
they distribute their agricultural products directly to
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consumers, it will cause variation in prices and costs
distribution will become more expensive due to irregular
quantities [7]. Middleman may, however, reduce the
profitability of farmers in the long-run [7]. Middleman often
compromises the efficiency of distributing agricultural
products by decreasing prices at the level of farmers [13] [19].

Broader than economic aspect, middleman may also
function as a social network structure, as defined by group-
membership [10] and institutionalization of group relations
[12]. An economic transaction that involves a middleman
signifies a socially-tied relationship, where close knit
communities, such as those based on kinship and
geographical proximity, are characterized by strong social ties
[10].

This paper probes into the following: 1) the characteristics
of farmers and the type of middleman, 2) factors that
influence farmers’ decision of marketing crops through
middleman, and lastly, 3) the role of middleman on food
security among family farmers in the context of Indonesia.

II. RESEARCH METHODOLOGY

This study was conducted in Sekayam sub-district located
at Sanggau district, West Kalimantan province in Indonesia.
The qualitative data were analyzed using inductive and
descriptive analyses to obtain in-depth and accurate outcomes
[11]. In total, 21 informants were employed for this study,
comprising of 6 middlemen and 15 farmers. In-depth
interviews and observations were the data collection
techniques used in this study. The data were gathered between
April and August 2019. Table I below shows indicator used
in the interviews. This study was conducted in Sekayam sub-
district located at Sanggau district, West Kalimantan province
in Indonesia. The qualitative data were analyzed using
inductive and descriptive analyses to obtain in-depth and
accurate outcomes [11]. In total, 21 informants were
employed for this study, comprising of 6 middlemen and 15
farmers. In-depth interviews and observations were the data
collection techniques used in this study. The data were
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gathered between April and August 2019. Table I below
shows indicator used in the interviews.

TABLE L. INDICATORS USED DURING INTERVIEWS
Indicators
No Farmer No Middleman
1. | Information of the 1. | Information of the
respondent and the respondent
household 2. | Crops/ food items to

accommodate/ sell? Where
to get?

How much bought and
sold? Purchase and selling
price?

Where to sell?

2. | Land for farming, types of
plants, and amounts of crops
harvested each year 3.
3. | Crops consumed, sold, and
used for agricultural inputs?
4. | Where the crops were sold? 4.

5. | Determining factors in 5. | Number of intermediaries
choosing food to consume or traders in the area?
and special moment for 6. | The quantity of crops sold
food? in this hamlet/village in

6. | Experienced difficulty one month?
accessing food (e.g., no 7. | The obstacles faced in
money to buy food) and becoming a middleman
strategies to deal with it? 8. | The supporting factors in

the business

Source: Proceed by authors

The stages of data analysis in this study adhered to that
prescribed by Neuman, as follows [11]: Data 1 referred to raw
data and the researcher’s experience based on observation and
interview in the field. Data 2 denoted data recording and
physical document derived from observation in the form of
visual recording and from the interviews in the form of sound
recording. Data 3 derived from data selection or the final
report from data 2 and other processed resources (agency
documents and literature). Figure 1 illustrates the simple steps

embedded for the process of data analysis.
)
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Other
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Fig. 1. Data Analysis Process (Modified from [11])

a. Characteristics of Farmers and Type of Middleman
1)  Characteristics of Farmers

This study was conducted in Sekayam Sub-district
located at Sanggau District, West Kalimantan Province,
Indonesia. The farmers in this area spent 32.48% only of their
revenue for food from their income. Nevertheless, they spent
nothing (or in small amount) for rice as staple food and
vegetables. Rice, rubber, oil palm, pepper, banana,
vegetables, and tropical fruits were the types of crops planted
by the farmers in the study area. In average, they managed
2.68 ha of farm field per household, and they planted any
commodity with good selling price to sustain their income.
Farmers in this area planted a range of crops because planting
only one crop reduced the variety of food for consumption,
while increasing the risk of crop failure, as Von Braun and
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Kennedy asserted that farmers select crop mix to gain food
security and maximum return on scarce resources [20].

2) Different Types of Middleman in the Research Area

The 4 types of middleman identified in this study area
are as follows:

a) Conventional Middleman

This type of middleman is a normal middleman,
whereby farmers can sell their crops to them, in order to gain
cash. Most of them accepted pepper, palm oil fruits, and
rubber from farmers, who then brought the crops to a
wholesale (for pepper) or to a factory (for oil palm fruits and
rubber). These middleman gained profit from the margin
selling price between farmer and wholesaler/factories.

b) Rice Middleman

There is a rice middleman in Berungkat village as a
result of a program namely Pengembangan Usaha Pangan
Masyarakat (PUPM) that supported farmer shop (TTI), which
was managed by the chief of joint group of farmers in
Berungkat village. They accepted grain from farmers, process
it, and then sold it to community. Prior to PUPM program,
farmers keep their grain for their own consumption and sell it
directly to consumers in small amount. This middleman
motivated the farmers to produce more grain, as he could
absorb their crops in large quantity.

¢) Banana Middleman in Ruis Hamlet

This middleman initially had a part-time job
harvesting bananas for several years. When the farmers need
to harvest their crops, they would pay a part-time worker to
help them harvest bananas in their farm. When the worker had
sufficient money to buy bananas from the farmers, including
harvesting cost, he served as a middleman. The interaction
between the farmers and the worker had motivated him to
become a banana middleman.

d) Rubber Middleman in Ruis hamlet

As a conventional middleman, a rubber middleman in
Ruis hamlet (part of Bungkang village) had unique tie with
the farmers. Local people called it “bertauke”, which reflects
their interaction; where farmers can borrow food items from
the middleman and repay after selling their rubber. The
middleman had a small grocery that sold food items to the
farmers.

III. RESULTS AND DISCUSSION

A. Farmers’ Decision of Marketing Crops through
Middleman

Based on field findings, several reasons that drove the
farmers’ decisions on marketing their crops were noted, such
as selling price, crops quantity, new market, and tied
relationship.

1) Best Selling Price of Crops

A farmer (farmer 2) said that if they had a chance to
reach the border line between countries to get better selling
price, they would do it. The farmer said that the border
between Indonesia and Malaysia used to be free for
transaction, so they could freely and directly sell pepper and
cocoa at the border gate. At that time, they used motorcycle
to bring crops to the border gate, where a middleman from
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Malaysia would be waiting for them. This shows that farmers
try to get the best selling price of their crops, even though they
need extra effort to obtain it.
2)  The Quantity of Crops

The farmers sold small amounts of crops to small
middleman in their hamlet. A farmer (farmer 12) said that
when they had a small amount of pepper crop, they would sell
it directly to a middleman in their hamlet. However, when
they had more pepper crop, they sometimes went to a
wholesaler in Nekan. Transportation and time costs were
weighed in if they had decided to go to wholesaler, in order
to gain better selling price that also could cover the transaction
cost they spent. As for the oil palm and rubber farmers, low
quantity of crops was related to lack of access to market.
These commodities were sold to factory; more crops were
sold directly to the factory for better selling price (oil palm or
rubber factory). However, small family farms sold their little
amount of crops to middleman in their community, who
served as a link for farmer and trader [14]. The farmers need
not to keep their crops to meet certain amount, thus being able
to gain cash money more quickly.

3) New Market for Subsistence Crops

A rice middleman started buying rice grain from the
farmers. Typically, rice was only for household consumption
or sold in small amount directly to consumers. However, the
rice middleman in Rintau hamlet (part of Berungkat village)
bought rice grain from farmers under the PUPM program in
the area. The farmer (farmer 2) said that the existence of those
middlemen gave a great help to rice farmers in Rintau hamlet,
because now they can sell their grain in large amount to gain
money. This obviously motivated the rice farmers to increase
their productivity. As Sadler explained, market availability
and access motivate farmers to not only farming for
subsistence purpose but also gain income from the farm
activity [15].

4) Tied Relationship

The three examples for this farmer-middleman
relationship (see [9] [11]) particular point identified in the
research area are as follows: A farmer in Berungkat hamlet
claimed that he sold oil palm to a middleman in Lubuk Sabuk
village, who are his cousin named Pak Abang Roni. The
farmer also said that two middlemen hold and buy palm fruits
from farmers in the area. The relationship between banana
farmer and banana middleman in Rusi hamlet is portrayed as
follows, “In the beginning, I worked as a banana harvester in
someone else's banana plantation, because I was the one who
harvested most of the banana yields here. Finally, [ have been
known and trusted by farmers who own banana plantations.
Once, a large banana wholesaler at Balai Karangan asked me
if I was willing to supply bananas for him. We negotiated the
price of bananas. Upon agreeing with the price, I approached
the banana farmers and told them that I wanted to buy the
bananas that I had harvested for them immediately. So, I
cropped directly for them, and then I bought the bananas
directly for 1,500 rupiah per kg. The farmers received the
harvest directly without the need to think about the costs of
harvesting and transportation. The farmers agreed, and
finally, I turned into a banana middleman in this hamlet. I
harvest and buy bananas directly from the farmers, and then,
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I sell them to large intermediaries at Balai Karangan. Once, a
farmer came to my house to offered me the job of harvesting
bananas in his plantation for 300 rupiah per kg of bananas,
including the costs of harvesting and transportation”
(Middleman 5).

The last form of relationship is “Bertauke”, between
rubber farmers and a middleman in Ruis hamlet. In local
language, “Bertauke” means an interaction, where farmers
can borrow food items from the middleman and only pay for
the borrowed items when they have rubber to sell. Normally,
the middleman should have a small grocery that sells food
items to the community. A farmer in Ruis Hamlet (farmer 11)
said that they sold rubber products to Mr Indra, who is the
only rubber middleman in Ruis hamlet. The farmer added that
they could sell their rubber to any middleman outside the
hamlet for better price, but they would not. Mr. Indra is his
relative and they always owe goods from his small grocery.

This interaction was further explained by the middleman,
“In this hamlet, it seems that I am the only one who
accommodates rubber from farmers. I also have a small
grocery store, where farmers sell rubber and buy things from
me. They are accustomed to exchanging rubber with goods;
bartering. So, they first take goods from me, and later sell their
rubber to me, or pay off their debts with rubber. For other
intermediaries around here, they take the sap from farmers in
other villages. So, the latex that enters my place is
approximately the amount of latex produced by the sap
farmers in Ruis, which is about 3 tons a month. In this hamlet,
51 farmers routinely take goods and sell rubber to me. I sell
food items commonly bartered by farmers, such as rice, edible
oil, sugar, chicken, and fish” (middleman 2).

Figure 2 shows the interaction of farmers with different
types of middleman, along with the reasons of farmers’
decision marketing crops through middleman discussed
above.

B. The Role of Middlemen on Food Security of Family
Farmers

The term ‘intermediary’ is used commonly in business
sector, including agriculture, with both positive and negative
connotations [9]. Intermediaries only increase personal profits
without increasing the added value of the products by using
limitations of market information of farmers as producers
[16]. Middlemen make profit by reducing the prices of
farmers as low as possible [13] [16] [18]. Farmers, at times,
have no other choice because agricultural products rot easily
and are bulky, thus it is better for farmers to sell them to
middlemen [8]. Most Indonesian farmers (93%) were small
family farmers [2]. This signifies the positive role of
intermediaries as most farmers were fragmented. However,
this positive role on food security might not be equal for every
middleman. Hence, the following explains the contribution of
different middlemen to food security of small family farms:

1)  Conventional Middleman

In this study, all the farmers sold their cash crops to
middlemen as explained by a farmer (farmer 4). The farmer
stated that the yields of oil palm plantations in there were all
sold to a middleman in Berungkat Hamlet named Mr. Ja. He
accommodated from farmers and then sold palm fruits to the
factory in Kembayan. Mr Ja also held rubber. Another farmer
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claimed, “We sell pepper to intermediaries in Balai Karangan,
while we sell rubber to a local intermediary in this village.”
(farmer 11). Farmers gained cash quickly when they sold
crops to middleman, in which they need not pay additional
distribution cost but only pay a small amount due to the lower
price offered by the middleman.

Farms’
——| Conventional Household
—*| Middleman

Foodstuffs, farm inputs. Local
Market

sssssssss g paddy to rice

Rice
Middleman

Rice
PRSI
Cash

Foodstuffs,farm inputs

e (oo |

cash

Crops: paper, il palm, rubber, bananas

Markets

Pepper, bananas

Fig. 2. Model of interaction (farmers and middlemen)

A middleman (Middleman 2) said that he used to sell
pepper and cocoa to a wholesaler in Engkahan village named
Mr. Mus. He even accepted the cocoa price of 5,000 rupiah
because cocoa fruits do not last long. He stated that if the fruit
shrinks, they can sell only 40% to the wholesaler. Linking
gaining cash quickly with food security at household level is
another point. However, earning extra income need not
necessarily affect food consumption, as farmers need to meet
many daily needs and save their money for future needs.

2) Rice Middleman (TTI) in Bungkang Village Supported
by PUPM Program

The rice middleman (TTI) in the area was supported
by the government via PUPM program to ascertain food
availability and food access for the community. The
middleman (Middleman 1) claimed that they were assisted by
the government through PUPM funds for rice availability.
The goal was to make rice available to the community in
affordable and accessible price. So, they were given capital
to buy grain from farmers at their price and sell rice to people
at an amount determined by the government. As farmers in
this area plant rice only for self-provision purpose, this
program as a new market motivated farmers to produce rice
more than what they need [13]. A farmer (farmer 2)
mentioned that for them who are from Berungkat hamlet, all
farmers sold grain to a middleman in Rintau. This is good
because the farmers could sell 5 to 6 sacks of crops to restore
their operational costs of paddy planting. The farmer added
that the middleman helped the rice farmers a lot. Likewise,
the chief of TTI (Middleman 1) explained that this condition
stimulated the productivity of paddy farming in this region
because they tried planting twice or thrice a year to gain more
productivity. This program benefits the community, as they
can buy rice at a low price (9,000 rupiah per kg), where
previously they bought rice for 13,000 rupiah per kg. The TTI
production was equal to 11.87% and 17.46% of rice needed
in Bungkang village for 2018 and 2019, respectively.

3) Banana middleman in Ruis hamlet

Banana middleman in this hamlet built long-term
relationship with the farmers. The middleman said, “I have
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been working for bananas for eight years, since 2011. In the
beginning, I worked as a banana harvester in someone else's
banana plantation. Once a farmer came to my house to offer
me the job of harvesting bananas at his plantation with a wage
of 300 rupiah per kg of bananas, including harvesting and
transportation costs. I began gaining trust from farmers who
owned banana plantations. One day, a large banana
wholesaler at Balai Karangan asked me if I was willing to
supply bananas for him. After negotiating and agreeing with
the price of bananas, I began approaching the banana farmers
to buy their bananas that I had harvested for them
immediately. So, I bought the bananas directly for 1,500
rupiah per kg. The farmers received the harvest directly
without the need to think about harvesting and transportation
costs. The farmers agreed, and finally, I have turned into a
banana wholesaler in Ruis Hamlet. I directly harvest and buy
bananas from the farmers, and then, sell them to large
intermediaries at Balai Karangan. The profit that I took is only
500 rupiah per kg banana. So, if the selling price from farmers
is 1,500 rupiah per kg of bananas, then I would sell it for 2,000
rupiah per kg” (Middleman 5).

Clearly, the middleman simplified the banana market
process for farmers from the long market chain. Nevertheless,
in order to determine the effect of this interaction on food
security at household level, more effort is required. This is
because, the community in Ruis preferred saving their money
than adding variety to their consumption.

4) Rubber middleman in Ruis hamlet

The rubber middleman in Ruis hamlet built a unique
relationship with the local farmers. First, the middleman had
a small shop that sold many food items, where farmers could
borrow the food items, and later pay with their crops. A
farmer (farmer 12) mentioned that when they did not have
money but they needed something, they could go to the
middleman and borrowed items from his shop. The farmer
lent the middleman goods because they always repaid by
selling their crops to the middleman to pay off the debt. As
this happened rather frequently, the middleman contributed to
provide food items for the farmers in this hamlet. The farmer
further explained that every month, they borrowed goods
from the store. After a week or two, they would sell their
produce to pay off the debt. They usually borrowed food items
twice a month. The local people called this relationship
“Bertauke”, as the farmers sold their crops and borrowed food
items from the shop owner/middleman of their crops. If the
farmers had no rice at home or no side dish to consume, they
would go to the middleman and borrow food items, which are
paid later. “There has never been a concern about lack of food
in our house, thank God” (farmer 12).

The middleman (middleman 2) in this hamlet explained
the situation very well; he stated that in this hamlet, he was
the only one who accommodates rubber latex. He had a small
grocery store, where farmers sold rubber and buy things from
him. They were accustomed to exchanging rubber with goods;
bartering. So, they first took products, owing him goods, then
sold latex to him or paid off their debt with latex. For other
intermediaries who were around the area, they took the latex
from farmers in other villages. So, the latex that entered his
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place was approximately the amount of latex produced by the
sap farmers in Ruis, which was about 3 tons per month. He
added that at present, he takes latex from farmers at 7,000
rupiah, while the selling price at the warehouse is 7,800
rupiah, so the profit gained is only 800 rupiah per kg of latex.
He sold rubber to latex warehouses in two places, Buyung's
place in Balai Karangan and Herman's in Kenaman hamlet.
They are big middlemen who buy latex from small
middlemen like him. When he lacked of financial capital, he
borrowed money from the rubber sap container where he sells
the sap. Normally, loans to rubber sap warehouse were given
only half of their sales. Monthly income from collecting the
sap is around 1.2 million rupiah, but sometimes less than that
due to the unusual amount of sap depreciation. Not all latex
that comes from farmers was clean. Sometimes the farmers
mix something into the latex that would be dried so that it
could add to the weight of the latex that he bought.
Depreciation when selling to warehouse from his experience
was 5-15% per ton latex. So, from the purchase of 1-ton of
sap, he only got sales of 850-950 kg. He marketed this latex
from the farmers to the warehouse or large container, which
was then sent to a sap factory in Pontianak. He sold all kinds
of food items commonly bartered by farmers, such as rice,
chicken, fish, eggs, cooking oil, and sugar. He bought them at
Balai Karangan. He estimated this trading profit at around 2
million rupiah per month.

The second reason of this unique tied relationship is the
relationship itself, stemming from the extended family
relationship shared between the farmers and the middleman.
Despite the potential to gain better rubber selling price with
other middlemen, the farmers chose to keep this “bertauke”
tied with the middleman due to family ties. This established
the position of the middleman among the local farmers in this
hamlet, “My supporting factor is the support from farmers
who always supply latex to me due to the barter system we
use between food and agricultural products. Another factor is
my wife; she has many farming families who continue selling
their agrarian produce to me. Actually, 51 farmers in this
village routinely take goods and sell latex to me” (Middleman
2).

Clearly, the tied relationship between farmers and
middleman had uniquely contributed to food availability,
food accessibility, and food utilization of the small farm
households from one harvest to another. Essentially, the
interaction contributes to food stability during the cycling of
food scarcity for the farmers. Table II lists the reasons on why
the farmers sold crops to middlemen and the contribution of
these middlemen to farmers.

TABLE IL. HOW MIDDLEMEN BENEFIT FARMERS
No Type of Reason to Benefit
middleman sell
1. Conventional | Best selling | Gain cash quickly, and do not
middleman price need to pay additional distribution
Quantity of | cost, or only need to pay in small
crops amount.
2. Rice New market | Before, farmers in this area
middleman planted rice only for self-

provision. This middleman helped
the farmers to earn extra income
from paddy farming, and
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motivated the farmers to produce
rice more than they needed.

3. Banana Tied The farmers received cash
middleman relationship | directly without the need to think

(middleman | about harvesting and

and harvest | transportation costs.

labor) Simplified the banana market
process for farmers.

4. Rubber Tied Uniquely contributes to food
middleman relationship | availability, food accessibility,
in Ruis | (extended and food utilization of the small
hamlet family and | farm households from one harvest

“bertauke”) | time to another. The interaction

contributes to food stability
during the cycling of food coping
strategy.

Source: Proceed by authors

b. The Need for a Farmers Market Initiation

In former parts, it is clearly seen that the small farmers are
very dependent to middlemen. Although the farmers want to
get the best price in selling their crops, they often end up
selling it to middlemen in their area with cheaper price
because of their limited access to the market and the small
quantity of their crops. Tied relationship and “bertauke”
culture are also additional factor for farmers to sell their crops
to middlemen. In addition, the lack of information about the
value of the product and market also play a significant role to
this kind of interaction. Hence, a farmers market needs to be
initiated.

Farmers market is still an unfamiliar concept for farmers
in Sekayam Sub-district and even for most small farmers in
Indonesia. But, the initiation of farmers market can be a great
option for small farmers to market their crops with the best
price. As Singleton et al. explained that to provide more
benefits to smallholders, there must be innovation in terms of
marketing arrangements, where farmer or producer
organizations can play a better role in this new arrangement.
For example, farmers' markets can be a solution to break the
long food chain; at the same time, farmers' markets can also
be a place for nutrition intervention [17]. Furthermore, there
are several reasons why farmers' markets are ideal places for
nutrition and food security programs, such as good
interactions between buyers and sellers, which open up
opportunities for buyers to find out more information about
the food to be purchased, food and drink which are sold fresh
and healthy and involve food processing skills by involving
food ingredients and other healthy food ingredients [15]. Even
farmers' markets are said to contribute positively to
alleviating food desert challenges and can impact meeting
social justice goals [5]. Those explained that farmers market
provides numerous advantages for small farmers from
minimizing their interaction to middlemen, asses to the best
price, to gain more information about the value of their
products.

IV. CONCLUSION

In light of small family farms within this study context,
the intermediaries had a role in connecting farmers to the final
market, where farmers could earn some quick cash. However,
the farmers received lower prices because the intermediaries
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took advantage of the difference in price obtained from farmer
price and selling price to large intermediaries or factories.

The farmer-middlemen interaction known as "Bertauke"
proved the contribution of food security for farmers. Another
intermediary provided staple food (rice) to the community at
a lower price. Other intermediaries were essentially a way for
farmers to gain cash. However, the link between receiving
cash and family food security demands more investigation.
The availability of money might not directly guarantee
increment in family consumption, as other needs of farmer
families must be met. The farmers preferred saving money to
prepare for difficult times than significantly changing their
diet.

This paper strongly recommends farmers market initiation
to benefit farmers, for better local food security either for the
small family farms and the community at the same time.
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