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Abstract:The purpose of this study is to study the supply chain for losses caused by fluctuations in the selling 

price of FFB. The method used is conducting a direct survey of palm oil FFB traders and Palm Oil Mill final 

consumers in nine subdistricts in Labuhanbatu Regency with 256 respondents successfully interviewed. The 

results of the study explain the factors that influence fluctuations in FFB purchase prices at the supplier level 

competition by the non-transparency of the selling price of FFB from Palm Oil Mill to traders and from traders 

to farmers. The findings are also about making the local government create a special institution that can 

provide information about the price of palm oil issued by the government through the North Sumatra 

manufacturing service. 
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I. INTRODUCTION 
This research is backed by the vulnerability of the fresh Fruit bunches (FFB) price which tends to be 

unstable and different received by oil palm Pentani from distributors in Labuhanbatu district. According to Dar, 

Sarkum, Nasution, &Mustamu (2018), this phenomenon occurred because the farmers did not get clear 

information about the market price of fresh fruit Tandan (FFB) of oil palm in concrete while harvesting. On the 

other hand, supply chains are prone to losses on price fluctuations and decrease in FFB quality due to 

depreciation resulting in lower yield. Price fluctuations are based on price formation and for commodity prices 

as outlined by Pohan (2015) that pricing in the international market affects the market mechanism in a country, 

while FFB Price is based on price determination Crude Palm Oil (CPO) domestically and is not separated from 

the influence of international market mechanisms. In Indonesia, the price of FFB has been formulated through 

the guidelines on the price determination of palm oil Fresh Fruit bunches (2018) which explained in article 7 

paragraph (3) stated that the determination price is at the Palm processing plant Palm oil (POM). Thus it can be 

guessed that the possibility of transmitting prices can occur between the MCC and the supply chain in profit 

sharing. 

Tety, Maharani, &Deswita (2013) reveals in general the process of transmitting prices from consumer 

markets to the manufacturer's market is imperfect and asymmetrical, meaning that if there is a price increase in 

the consumer market, then the price increase is continued To the farmer in a sluggish and imperfect manner, 

conversely in the event of a price drop (Kohn &Shavell, 1974). The transmission pattern process occurs because 

the consumer has market strength. In addition the price transmission can also occur due to perishable goods and 

Storage (Nahmias, 1982). This can happen because it is influenced by the quality of FFB and storage process in 

supply chain that can result in the decrease in the yield of FFB level, causing the risk of loss of the price 

decreases (Bisuk, 2009). In particular one of the factors that influenced the purchase price of FFB according 

Wulandari& Salman (2014) is influenced by a patron-client relationship (Touke-farmer) where the farmer has a 

dependent relationship to his toukenya. Another case with primary, primary, Eliza, &Tety (2016) stating that 

unstable FFB production in the country is one of the causes of price fluctuations at the farmer level, the demand 

of kernel and crude palm oil (CPO) company in the market The world was followed by government decree 

limiting CPO (Nugroho, 2015). While the research results of Yeni. R &Girsang (2019) stated that prices may 

fluctuate due to the mileage of buying FFB with MCC. 

FFB price fluctuations can also occur due to the transmission of prices conducted by the supply chain 

as a collector trader in transforming the price of FFB by way of transmitting the price of the MCC (Pratama et 

al., 2016). This can be due to a high cost marketing function so that the dealers have different offers (Bisuk, 

2009). Due to the marketing element in the purchase of FFB, profit sharing and marketing costs are one of the 

elements of the marketing component that affects the height of low profit (Pratama et al., 2016). The 
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descriptions of the study imply that one factor in the fluctuation of FFB price is influenced by the marketing 

function carried out by FFB dealers. 

In previous research from several authors who do research on FFB supply chain in Indonesia have 

different opinion and analysis according to the location and place of research. Likewise, the profit sharing in 

carrying out the marketing function of supply chain marketing operations demonstrates the same thing.  

In some studies, it is possible to see that the distribution of profit performed by the average distributor 

was 76%. As for the profit sharing of the lowest marketing channel is on the marketing channel farmers 

collector traders  Big traders  MCC of 34.4% located in the village Meranti understand Panai Hulu 

District of Labuhanbatu. As for the FFB marketing channel system, more select two-level marketing channels 

i.e. farmer  collector  MCC traders. The difference in Table 1 research explains that the distribution of 

profit carried out by the distributor becomes one of the factors that affect the fluctuations in FFB price. 

Therefore it is necessary to know how much transmission price between the MCC and the dealer; Then what are 

the factors that become cost in marketing function; And how much profit sharing should be done by the dealer.  

Description of the previous studies we concluded that the cause of factors affecting the flutuation of 

FFB Price is the transmission of price, marketing function and share margin. Then the purpose of this research is 

to test the factors that affect the fluctuations in the purchase price of FFB at the reseller level. In addition to 

these primary objectives, other objectives of the study also wanted to know if there were other factors, a) 

mileage; b) requests and supplies; c) FFB quality and yield; d) Import policies of countries importing palm oil; 

e) Changes in the tax policy and the export/import solution ("palm oil," 2017). 

 

II. METHODOLOGY 
This research took samples and conducted a direct survey to the palm oil FFB merchants in nine sub-

districts in Labuhanbatu. As known as Labuhanbatu Regency is one of the central District of palm oil producer 

in North Sumatera. The research method is done by observing directly through interviews and questionnaire. 

Selection of respondents was done with purposive sampling technique. In addition to traders as samples, the 

study also observed the direct process flow of the end consumer (MCC) (Lubis&Tinaprilla, 2016; Sumartono et 

al., 2018). While the number of samples planned will be interviewed as many as 800 respondents divided from 

784 Pedangang collector and 16 MCC can be seen in table 2. 

Analysis of the transmission of prices tested to know the market overview between the market at the 

producer and consumer level (Kumala, Tetty, &Tarumun, 2015).  In this study, transmission price analysis was 

measured to look at price elasticity relationships at MCC levels with price elasticity at the merchant level. The 

formula used according to George & King (1971) is n = dPr/dPf. Pf/Pr; Description: N = elasticity of the price 

transmission; Pr = Price at MCC level; Pf = Price at the collecting merchant level; dPr = Price change at MCC 

level; dPf: Price Changes in the collector's merchant. As for the number of costs charged in the marketing 

function, it is done qualitatively for the costs incurred, as well as other contributing factors that affect the 

fluctuations in the price of FFB (Tambunan&Ratna, 2017) while to calculate the share margin used formula: MP 

= Pr – Pf. Description: MP = Marketing Margin (Rp/kg) Pr = Factory level Price (Rp/kg) Pf = Price for 

collecting merchant/farmer (Rp/kg) (Kumala et al., 2015). 

 

III. RESULT AND DISCUSSION 
 Collector traders are part of the FFB marketing channel that conducts business activities between 

producers and consumers. The function of collecting traders as a marketing channel has a very important role, 

particularly to see the price levels of the collector merchants as part of the marketing agency (Tety et al., 2013). 

The gatherer traders have a role in the dissemination of information by giving the signal up the ride of FFB price 

that will be transmitted precisely or not to the farmer (Rachman, Nurmalina, &Harmini, 2012). The presence of 

collector traders appears to be in the business of buying and selling FFB due to opportunities given by 

consumers so that the collecting traders get FFB to meet the needs of consumers. The collector merchants are 

rewarded with customer service in the form of a marketing margin (Kumala et al., 2015). 

 The regency of Labuhanbatu divided into nine sub-districts has an area of plantation area of 34,339 

(Data area, production and productivity of people's estates, 2017 palm oil commodities in Labuhanbatu, 2017) is 

very potential For dealers to develop their business, the following can be seen on table 1: 

 

Table 1. Number of traders and SMES and average FFB production in Labuhanbatu 
No Location Marketing 

(District) 

Average Production of Plantation 

People (Yr/Ha/Kg) 

Collector 

Merchants 

Palm Oil 

Mills 

1 Bilah Barat 3.892.058 80 - 

2 BilahHilir 3.961.278 104 7 

3 Bilah Hulu 4.503.015 192 4 

4 Pangkatan 3.242.943 56 3 

5 PanaiHilir 2.157.249 64 - 
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6 Panai Hulu 3.088.139 56 1 

7 Panai Tengah 3.746.507 80 - 

8 Rantau Utara 3.195.278 80 1 

9 Rantau Selatan 4.377.627 72 - 

Source: Data Processed, 2019 

 

 After the survey, the traders and the MCC were successfully interviewed from the number of samples 

planned as much as 256 or 32% of the total plan of the respondent. At the price transmission, the research 

results show the elasticity of the transmission price measured from the price and changes at the MCC level and 

traders collector shows that the elasticity value of the transmission of FFB price of 1.67; Thus the demand for 

FFB elasticity shows more than 1 value, hence the demand for FFB is said to be elastic where the amount of 

FFB demanded is strongly influenced by the price. However, price changes to consumers are not perfectly 

transcast to producers. While the marketing function shows that marketing functions according to Asmarantaka 

(2012) in Tambunan&Ratna (2017) can be classified into three basic functions: Transaction function (buying 

and selling), physical function (transport and warehousing) and supporting functions (grading, financing, risk-

bearing, and market information). Of all the indicators of the marketing function traders charge 13% which can 

be seen in table 2. 

 

Table 2. Cost, Margin marketing, and Efficiency in Labuhanbatu year 2018 
No Marketing Institutions and Margin 

components 

Total(Rp/Kg) Percentage 

(%) 

1 Collector Merchants   

 a. Buy price 1000 83% 

 b. Marketing costs 150 13% 

 c. Profit  50 4% 

 d. Selling price 1200 17% 

2. POM   

 Marketing costs 1200 20% 

 Selling price of CPO 6000 80% 

Source: Data Processed, 2019 

 

 Then on the share of the profit listed in table 3 above explains that there is a profit received by the 

collector Trader is 4%, while the MCC gives 20% of the selling price of the CPO to the merchant. While the 

price of FFB and the factor "K" is 84.80% dated 13 March 2019 which is based on the price obtained from the 

Oil Palm Marketing center PT. Plantation Nusantara, GAPKI and market prices for the price of FFB in North 

Sumatra (Naibaho& N, 2019). While the other cause is the lack of price applied by the palm farmers. Based on 

the findings, the institution is required to provide information on the current price of palm oil, as well as the 

results of the research Pasaribu, Sihombing, &Sebayang (2013) which suggests to achieve price transmission 

elasticity , farmers need to have an institutional to provide market price information to smallholders so that the 

farmers know it. 

 

IV. CONCLUSION 
From the research results on the impact of loss, when the installation of electrical houses and buildings is not 

standard, then: 

1. Real fire arising from gross negligence and electricity consumption, which can result in substantial damage 

to the material and can also result in loss of life, especially in historic buildings. 

2. One of the abuse in the utilization of typical electrical installations is an improper use of electrical 

installation, and is a common problem among power users in Indonesia 

3. Electrical installation shall be held regularly examination and testing by the competent authorities against 

misuse, malfunction or execution of unstandardized installations. 

4. The equipment selected to be installed in the electrical installation must meet the prevailing standards and 

obey the provisions of PUIL 2000, and must match its use of the environment, and follow the instructions 

of the manufacturer of such equipment. 

  The vitality and strategic power of the function and role of electricity, for those who provide and use 

it, the availability must meet the basic reliable, safe and familiar environment. 
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