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ABSTRACT 

Paddy land conversion into other uses of land has caused the loss of more than 10,000 ha paddy land during past 4 
years (2009-2013) in East Tanjung Jabung Regency. Palm oil becomes the main threat due to its high land rent while 
paddy land rent reduces by the time because of the factors of productivity and geographical (high tide) problems. In order 
to control land conversion, the Local Government launch a program of paddy land protection and offer incentives to the 
farmers involved. This study aims to dig how much monetary value of incentives approved by the farmers and what kind of 
incentives they prefer most in order to succeed the program. Primary data gained from focus group discussion, survey and 
observation to get the value of land rent and the perception of paddy farmers toward incentives, while the secondary data 
gained from previous researches as well as data from government institutions used to explain the phenomena of paddy land 
conversion in this region. As conclusions, the monetary value of incentives expected by the farmers is around IDR 1, 
996,983 per ha/year (US$153. 6 per ha/year) and direct incentives (subsidizing production inputs, the increase of price of 
paddy/rice and cash payment) are more preferable than the indirect incentives because their benefits can be felt without 
delay and two of them are very familiar with them. 
 
Keywords: agriculture insurance, land conservation, land rent, palm oil. 
 
INTRODUCTION 

The local government of East Tanjung Jabung in 
Jambi Province of Indonesia recently launched a program 
that aimed to protect food agricultural land from 
conversion. The Protection of Sustainability's Food 
Agricultural Land (PSFAL) Program becomes very 
important since this region has been experiencing a 
significant paddy land lost that most of them converted 
into palm oil plantation. Such kind of lost actually also 
happens in other regions in Jambi Province but only East 
Tanjung Jabung responded quickly by issuing the PSFAL 
regulation that targeted to protect 17,000 ha of paddy land 
and reserved another 4,000 ha of land for growing paddy. 

The decrease of paddy land is worrying. It 
reduced from 49,758 ha in year 2009 to 39,301 ha in year 
2013 while palm oil plantation that introduced in 2000s 
grew very fast from 32,759 ha (year 2009) to 107, 288 ha 
(year 2013). Before year 2004, paddy production of East 
Tanjung Jabung contributed for almost 27% of total paddy 
production or the biggest producers in Jambi Province, but 
in year 2011-2014 its contribution decreased sharply, it 
was only 14%-17% of total paddy production or became 
the second biggest producers of paddy in Jambi Province 
(SJP, 2014). 

Palm oil becomes a main threat of paddy land 
conversion since the revenue gained from this plantation 
tree has been much higher than that of paddy (Astuti et al., 
2011; Siagian et al., 2015). Based on previous survey, the 
land rent of paddy is around IDR 5, 877, 405 (US$452.10 
per ha/year) while palm oil results around IDR 14, 768, 
965 per ha/year (US$1, 136 per ha/year).  Unlike the 
condition in West Java where paddy land rent can reach 
US$826.4 per ha/harvest time (the planting season here 

can be twice up to three times in a year) (Sumarno and  
Kartasasmita, 2010), the paddy land productivity in East 
Tanjung Jabung is the lowest among all regions in Jambi 
Province, which is 3.6 ton/ha/harvest times and the harvest 
time is only once in a year (SJP, 2014). 

In order to convince the paddy farmers to join the 
PSFAL program, government offers some incentives. In 
regulation of East Tanjung Jabung Regency Number 18 
Year 2013 about the Protection of Sustainability’s Food 
Agricultural Land, mentioned that the government will 
distribute incentives for the farmers who get involve with 
the program in the form of  Land & Building tax (L&B 
Tax) relief, development of agricultural infrastructures,  
research and development funding for yielding seeds and 
their varieties, easiness access to information and 
technology, distribution of production inputs (seeds, 
fertilizers, pesticides, etc.), issuing paddy land certificate 
and rewards for achieving farmers. The kinds of incentives 
are considered as too general and not specifically 
describing the distribution mechanism of incentives as 
well as their quantities. This condition potentially fails the 
program because of no measure to assess the needs of 
farmers and a fair mechanism to distribute them. After two 
years of validation/registration towards the farmers who 
are willing to join the program, less than 40% of the 
farmers signed the Letter of Statement of Having Food 
Agricultural Land. That letter is an agreement between 
Local Government and the farmers thru farmer’s group to 
join the program that consists some of responsibilities and 
rights both parties. 

The policy to ask for farmers’ consent before 
signing the PSFAL Program is not ordinary. In some areas 
in Java, once a paddy land decided by the local 
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government to be conserved, the farmers must obey it. 
According to Duangjai et al. (2015) in many developing 
countries, land policy and its regulation generally made 
top-down by the central government only.  

Farmer’s objection to join the program or sign the 
letter statement of PSFAL shows that they are quite 
rational in making decision about their farms, especially if 
the decision has a long time impact. Farmers will not take 
a decision about their farming without knowing its benefit 
and risk (Zakaria, 2010) and according to Abdullah and 
Gindi (2015), farmers’ attitude will influence their 
decision to take or not an innovation/change.  

Incentive to protect agricultural land has been 
used in many countries to support agriculture program 
(Athukorala and Loke, 2009; Cross et al., 2011), though 
some still question the effectiveness of incentives to 
protect agriculture land. According to Karki (2013), the 
failure of program based incentives caused by the  lack of 
measures to fulfil local livelihood needs, and an unequal 
distribution of benefits between the villages. Unlike in 
Vietnam and China that land ownership is under the state’s 
control (Deng et al., 2006; Phuc et al., 2014), in Indonesia 
paddy land is owned privately. The farmers deserve to 
decide either to join or not PSFAL Program and according 
to Rode et al. (2014),  incentives can strengthen 
motivation to join an environmental protection program. 
It’s interesting to know how much monetary value of 
incentive approved/expected by the farmers in order to 
join PSFAL program and what kind of incentives they 
prefer most. In this research, two points will be discussed; 
(1) how much incentives that farmers is willing to accept 
in order to join PSFAL program and (2) why the direct 
incentive is more preferable than that of indirect 
incentives.  
 
METHODS 

The study was conducted in 5 of 11 sub districts 
in the Regency of East Tanjung Jabung by involving 153 
paddy farmers to dig their willingness to accept incentive 
value and the kinds of incentive they most preferred. 
Respondents were chosen randomly. In order to gain the 
probability of respondent to accept/reject the incentive, a 

binary logit regression analysis was conducted which the 
equation refers to Widarjono (2010): 
 

  

 
Where Zi is probability of respondent to be 

willing to accept certain value of economic incentive 
(yes= 1) or not (no = 0); β0 is constant; β1, β2,…βk are 
regression coefficients; and X1, X2,…Xn are independent 
variables.  
There are six bid values offered, they vary from IDR 500, 
000/ha/year up to IDR 3,000,000/ha/year. Each farmer 
gets a certain bid value that randomly chosen. Respondent 
subsequently will answer yes/no as a response towards the 
bid that narrated as below:  

“If your paddy land will be included into the 
PSFAL program as long as 20 years, will you accept the 
incentives from government that its monetary value will be 
equal to IDR…./ha/year?” 

After the value of β0 and β1 known, the mean 
WTA then can be calculated by using equation  that refers 
to Jianjun et al. (2013): 
 

 
 
RESULTS AND DISCUSSIONS 

Profile of paddy farmers in Tanjung Jabung 
Timur generally resembles the profile of Indonesian 
farmers, which are less educated, relatively have big 
family member and have a long experience in paddy 
farming. From Table-1 can be seen that the total income is 
relatively low, that is IDR 19, 643, 660.13 per year (US$1, 
511) that some of them contributed from other sources of 
income such as rubber, coconut and areca nut. More than a 
half respondent have heard about the PSFAL program 
though most of them admit that they don’t know what kind 
of incentives and how much its monetary value they will 
get when joining the program. 

 
Table-1. Descriptive statistics of respondents. 

 

Variable Description Mean 

Gender 1 = male, 0 = female 0.94 

Age age of respondents (year) 43.09 

Income 
total income from paddy land and other sources of 
incomes (IDR) 

19,643,660.13 

Education 
1= elementary school, 2 = junior high school, 3 = 
senior high school, 4 = college/university

1.63 

Fam the number of family member 3.45 

Expe the length (experience) of paddy farming  (year) 18.97 

Knowledge 
1 = have heard about PSFAL program, 0 = never 
heard 

0.65 
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The number respondents say “no” toward any bid 
value are more than the respondents that answer “yes”, 
that is 56. 21% compared to 43. 79%.  Figure-1 shows the 
consistency of respondent in which the proportion of "no" 
answer will decrease coincide with the increase of bid 
value, and vice versa. This is quite fair since the farmers 
are accustomed to calculate the benefit they receive by 
joining a certain government’s program. In this case the 
economic benefit of PSFAL more predominates than its 
conservation benefit in the future.  
 

 
 

Figure-1. The distribution of No and Yes answer as 
responses toward bid value. 

 
 Rode et al. (2014) state that low monetary reward 
will push the farmers to participate in collective action, 
compared to a baseline that no monetary reward offered 
while a high payment will lead to an increase in 
participation level. According to Zakaria (2010), in a 
normal situation the farmers will not do something beyond 
his knowledge that will give detriment to their farming. 
According to García-Amado et al. (2013), people 
receiving incentives tend to make the future of 
conservation dependable on monetary and utilitarian 
reasons and this will increase with the number of years 
they receive that incentives. 

The binary logit regression shows that variables 
bid and farming experience (Expe) are significantly 
different in α=1%, variable age is significantly different in 
α=5%, gender is significant in the α=10%, while the other 
variables are not significantly different.  
 

Table-2. Logistic regression table. 
 

Variable Koefisien P-value 
Odds 
ratio 

Constant -2,36465 0,657  

Bid 0,0000013a 0,000 1,00 

Gender -1,51189c 0,085 0,22 

Age 0,0403563b 0,036 1,04 

Income 0,0000000 0,802 1,00 

Fam -0,0256489 0,868 0,97 

Expe -0,0537239a 0,003 0,95 

Knowledge 0,376927 0,366 1,46 

 

(a)  α =1 %,, (b) α=5%, (c) and α=10 % 
Log-Likelihood = -81,216 
Test that all slopes are zero: G=47,305, DF=7, P-Value = 
0,000 
 

The regression equation for the probability to 
accept the bid value (or monetary value of incentive) then 
becomes:  
 

 
 

 
 
Mean WTA = - (B0/B1) 
       = - (-2,39638/0,0000012)= IDR 1,996,983 
 

In order to protect 17,000 ha of paddy land as the 
target in the Regulation Number 18 Year 2013, the Local 
Government should allocate fund as much as: 17,000 x 
IDR 1, 996, 983 that equals to IDR 33, 948, 711,000 
(US$2, 611, 439) in a year. That amount is a big money; 
let us compare it with the income of this region in year 
2014 that was only US$68, 982, 929 while the allocation 
fund for agricultural program at that time was around US$ 
605,130.87. This means that the Local Government should 
acquiesce 3, 8% of its income just to provide incentives.  

For the purpose of food security achievement, 
this amount is actually reasonable and feasible. 
Government should consider that the paddy land does not 
only supply food for the people (as white function); it also 
has other functions such as green functions (landscape 
management and the upkeep of landscape amenities, 
wildlife management, the creation of wildlife habitat and 
animal welfare, etc.), blue functions (water management, 
improvement of water quality, flood control, etc.), and 
yellow services (refer to its role in social life of rural 
people, cultural and historical heritages, etc.) 
(Huylenbroeck et al., 2007), however its intrinsic value is 
not properly appreciated so the farmers fail to get its 
financial benefit (Tatiek, 2013). According to Zakaria and 
Rachman (2013), giving incentives to the farmers is  a way 
to distribute benefits, cost and risk either in national and 
local food security. The government should provide 
incentives for farmers because they are group of people 
who have lack capacity to develop agricultural production. 
By supporting them, the government has done 
responsibility to empower farmers to be a self-sufficient 
society as well as maintain the existence of the agricultural 
sector. Besides that, this regency will not stand alone since 
The Central Government will support any effort of paddy 
land protection from conversion, especially to provide 
incentives as mentioned in The Indonesia Government 
Regulation Number 12 Year 2012 about Incentives for the 
Protection of Sustainability’s Food Agricultural and 
Indonesia Constitution Number 19 Year 2013 about 
Farmer’s Protection and Empowerment which clearly 
mentions that farmers deserve to get protection from price 
fluctuation, high cost economy and the harvest failure. 

Based on survey there are three incentives 
categorized as the most preferred by the farmers; they are 
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subsidizing of production inputs, the increase of the 
Government's Buying Price of paddy/rice and the cash 
payment. Subsidizing of production inputs such as seeds, 
fertilizers, and pesticides is still the most preferable among 
all kinds of incentive though many farmers complain 
about the tardiness and manipulation in its distribution.  

The second rank incentive is the increase of 
paddy/rice price in the market. Indonesia government 
regularly increases paddy price, but that’s not sufficient. 
According to the farmers, the acceptable price of rice is 

around IDR 10,000/kg, while right now is only in the level 
of IDR 6,500 up to IDR 8,000/kg or in average of IDR 
7,369/kg. Based on President Instruction Number 5 year 
2015 about The Policy towards Paddy/Rice Price and  Its 
Distribution, the Government Buying Price for unhulled 
rice (in Bahasa: gabah)  with minimum water content of 
14% and maximum residue of 3%  is IDR 4,600/kg (in the 
rice mill) and IDR 4,650/kg (in the Storage of Indonesian 
Bureau of Logistics).  

 
Table-3. Farmers’ preferences on some incentives offered. 

 

No. Kinds of incentives % 

1 Subsidizing of production inputs (Fertilizers, seeds, pesticides, etc) 26.43 
2 Government Buying Price for unhulled rice 16.77 
3 Cash payment 14.75 
4 Agriculture infrastructure (machine, irrigation, production road, etc.) 12.35 
5 Paddy Land certificate 11.26 
6 Agriculture insurance 13.81 
7 Acquire new/additional paddy land with subsidized price 3.46 
8 Strengthen regulation to prevent land conversion 1.17 

Total 100.00 
 

Source: data research 
 

Cash payment occupies the third rank of the most 
preferable incentives. This incentive becomes a favourite 
due to the wish of the farmers to manage the incentive 
fund to avoid the delay of incentive distribution. They also 
argue that by giving them money, the use of incentives 
will be more efficient since they know better the need of 
their farm.  

Among all incentives, two of them -agriculture 
insurance and land certificate- are actually very important 
to prevent the farmers from paddy land conversion but 
both are not included as the three most preferable 
incentives. Farmers are not familiar with these incentives. 
Land certificate itself can tie the farmers to the program 
because in the document of land certificate will be 
mentioned the land function as sustainability’s food 
agricultural land, so this will hamper any effort to convert 
paddy land, while agriculture insurance according to Boer 
(2012), can protect the farmers from the loss of harvest 
failure especially that’s caused by climate change. 

Agricultural insurance in Indonesia has been regulated 
thru The Minister of Agriculture Regulation Number 40 
year 2015 about the Facilitation of Agricultural insurance, 
yet it is still in the examination. Agricultural insurance is 
difficult to flourish in Indonesia due to the reluctance of 
insurance companies to penetrate agriculture sector since 
they need reinsurance institution and the high cost of 
verification when harvest failure happens (Boer, 2012). 
According to Rao (2010), agriculture insurance faces some 
handicaps such as the lack of data about the yield history, 
the small-scale of farming, the low yield value and the 
high payment of insurance premium.  

According to Zakaria and Rachman (2013) there 
are two groups of incentives, direct incentives (wage, 
grant or soft loan in the form of material) and indirect 
incentives (in the form of fiscal arrangement, tax, price 
policy or land ownership regulation). The farmers in East 
Tanjung Jabung consider the direct incentives as more 
favorable than that of indirect incentives. 
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Figure-2. Direct and Indirect Incentives to succeed the Sustainabily's 
Food Agricultural Land Protection. 

 
Figure-2 shows the top four preferable incentives 

can be classified as direct incentives, while the rest tend to 
be grouped as indirect incentives. This indicates that the 
farmers are attracted more easily to incentives which their 
benefits can be felt without delay and ever they received in 
the past or quite familiar with. In their opinion incentives 
in the form of regulation need some time to have effect or 
may not be implemented at all because of one and other 
reasons. If the farmers got enough information and support 
to have agriculture insurance, it may give more security or 
risk protection to them since this area has been often 
having harvest failure caused by the high tide of river 
(Sa’ad et al., 2012) and pest/diseases attack (Busyra et al., 
2014). Indonesia government is currently developing the 
agriculture insurance scheme thru establishing pilot 
projects in some regions and still need some time to make 
it officially implemented.  
 
CONCLUSIONS 

The monetary value of incentives expected by the 
farmers in order to be willing to join the PSFAL Program 
is around US$153. 6 per ha/year, as consequence of that, 
the Local Government should allocate US$ US$2, 611, 
439 in a year to conserve 17, 000 paddy land in this region 
(not counted yet another 4, 000 ha as paddy land 
reservation). This amount is abundant for a region that is 
currently fighting to be excluded as the poorest region in 
Jambi Province. Fortunately this regency can ask funding 
to afford some of the incentives from the Central 
Government as has been regulated in regulations relate 
with the agriculture development. Some incentives not 
chosen as the three most preferred ones, though in fact 
they are badly needed to give security for the small scale 
farming, that is agriculture insurance and paddy land 
certificate. Government needs to socialize more about 
these incentives and make the scheme of distribution ready 
to be implemented.  
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