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EXECUTIVE SUMMARY

PURPOSE GF THE PROJECT

The purpose of this project is to develop the
capacity within the Indonesian cooperative system to plan,
organize and implement programs which will provide
comprehensive production and marketing services for food
crop, livestock and fichery production to small farmers.
This is to be achieved through the transformation of seven
existing district-level Cooperative service centers into
organizations providing effective, viable agro-business
service to smallholders through their primary cooperatives.
The project is experimental, applying the experience from
the DPUSPETA Klaten project carried out by the Cooperative
League of UsSa (CLUSA) in Ceritral Java in 1881 - 1985 and

testing its replicability to other areas.

PURPOSE OF THE EVALUATION AND METHODOLOGY

This is the first of two mid-term evaluations
called for in the Project Document. Its purpose is to
review the organization and management of the project and
progrecs made toward project cbjactives; to identify
problems in design and implementztic., and to make
recommendations !or any modifications.
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The evaluation is based on inrormation obtained
fro@ published reports, interviews with project ctaff,
extensive field visits to sites of project activities and
visits to villages for discussions with primary cooperative
members  and cfficers. Information on costs, returns and
volumes of business were obtained ‘or major business
activities. The team spent 10 days .n Klaten district and
one week in Luwu district collecting information used in
the evaluation. Preliminary conclusions were reviewed with

project staff, GOI and USAID officieles.

y

FINDINGS AND CONCLUSION

U

The prcject is well managed and making good
Progress in meeting its objectives. Technical ascistance
positions have been filled with well qualified personnel

and on a timely bacic.

The inability, up to now, to obtain any of the §6
million of Pl 480 Title I funds planned, the fact that the
Ministry of Finance has determined that only § 2.3 million
{equivelent 1local Currency) of this will be realized and
the initial cltortfall of 30% in planned financing from the

Ti

(t

le II grant delayed investment in infrastructure and
reduced the amount of working capital available to the

project for both the Klaten and Luwu locations.

ii



Because of these circumstances, and for the sake
of efficiency in management, the Project Steering Committee
decided to combine the activitie~ planned for Boyolali
District with those for Klaten District inte a single
PUSPETA at Klaten. The Project Management Unit also is
considering withdrawing the planred program for Malang

District in East Java.

Enother consideration in deleting the Malang
program is the fact that the USAID/IBRD Uplands
Agricultural Conservation Project has not developed as
expected. There was a delay in starting implementation,
and revisions in operations plans indicate that the CAEDE
will not be expected to provide the project's seed
production, input guprly and secondary Crop marketing
components, as had been assumed, and indeed, had been the
main determinent as to where the project would be 1located
(Boyolali and Malang) aund what types of activities would be

undertaken.

Changes in the economic environment as a result
of declining oil export revenues altered GOI priorities,
The ©project has been drged to enter into export oriented,
labor intensive ventures and experiment in joint working
relationcships with private sector firms. This hae rezulted
in CREDP undertaking several bucinecs ventures not foreceen
in the project decign, including a profitable furniture
making operation in Central Java employing 240 cabinet

iii



makers and wood carvers. ©PUSPETA Klaten operates the
tactory <for a management fee and shares in the profits on

the basis of -2 percent share ownership.

The project was also instrumenta’ in arranging
for a joint venture between a large milk processor from the
Indonesian private cector and a major US Cooperative (Land-
C-Lakec) for z dairy nucleLs ectate that will import about
20,000 cdairy zows from the Uniteg States over the next few
years. The cows will be provided to small farmers as part
cf a credit package that will include 6 cows and supporting
facilities. The nucleus estate will provide supporting
services, including feed supplies, milk collection and
market.ng services for up to 3000 small farmers. The CAEDP
role now is to provide concencrate feeds and corn silage to
the enterprise. The corn gilage activity is now involving

1000 farme-s on 200 hectares in profitable production of

Siiage Corn.

The CAEDP has identified several other
agrobucsiness activities with potential for increasing
income and employment in the area. These include broiler
and egg production, fish and shrimp production in brackicsh
water, production and procecssing of high quality vegetables
and espices for expor: and a raltan procescing and furniture
manufacturing joint venture. The project has made good use

of technical cpecizlists from mua1y sources to solve

a.
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cazl and marketing problems for theze activities to
there is a technically sound and economiceally viable
for production and marketing other products before

ing expansion of participation by farmers.

L RECOMMENDATIONS

(3)

LESSON

Disbursement of Title I funds should be made

immediately,

Establishment of PUSPETA Malang should be eliminated

from the scope of the project,

Transition from the current project management
structure to secondary cooperative status should be
carefully and gradually undertaken so as to insure

maintenance of existing achievements.

S _LEARNED

(1)

Joint private sector/cooperative working relation-

ships can have mutual benefits to both sectoreg.

Divercification from government sponsored activities
is nececssary for <the long term viability of the

pProject.



(4)

Substantial recearch is ecsential before large ccale
implementation of new economic activities at the

farmer level.

Strict control over granting of credit to member
cooperatives as well as non members is essential to

long term financial solvency.

Replication of the project model to other areas on a
uniform basis will fail; the mein element of the
prcject that it replicable broadly is the
establicshment of a secondary cooperative or~znization
at the district rather than the provincial level and
providing it with managerial and financial autonomy
to implement buciness operations outside normal

government cooperative activities.
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1. INTRODUCTION

BACKGROUND

The Cooperative League of the United States of
America (CLUSA) was involved in cooperative planning and
development in Indonesia since late in the 1970s. For
several years it worked with the Directorate General of
Cooperatives in implementing projects in the Klaten
District of Central Java and in the Luwu District of South
Sulawesi. These projects were desianed to test and
demonstrate alternative organizational and management
arrangements for providing services at the district Jlevel
to landless and small landholders through their primary

cooperatives.

The PUSPETA Klaten project was established in
July, 1981 through a PL 480 Title II grant and GOI capital
credit assistance. By the end of the project in December,
1985, it was financially self-sufficient and providing a
wide range of services to members through operation of a
variety of business enterprises and research and training
activities. The project had demonstrated the need for the
services of a secondary cooperative nearer to and more
respensive to the primary societies (KUDs) than the
provincial PUSKUDs. The district level Cooperative Service
Centers (PPK), acting as agencies of the provincial level

PUSKUDs, did not have the autonomy and flexibility to



provide these services eifectively and have since been

discontinued.

Based on the Klaten experience, the Ministry of
Cooperatives proposed replication of the PUSPETA system in
other areas of Indonesia. In November, 1985, USAID, the
Government of Indonesia and the National Cooperative
Business Association (NCBA), formerly known as CLUSA,
entered into an agreement for the Cooperative Agrobusiness
Enterprise Development Project (CAEDP), a project extending

the PUSPETA Klaten experience.

THE COOPERATIVE AGROBUSINESS ENTERPRISES DEVELOPMENT

PROJECT (CAEDP)

The stated objective of CAEDP is "to develop the
capacity within the cooperative system to plan, organize
and implement programs which will provide comprehensive
production and marketing services for food crops, livestock
and fishery production to small tarmers who have potential
for increasing their production but have not previously
benefitted from such services", The project was to
accomplish this through replication of the PUSPETA Klaten
system in seven selected existing Cooperative Service
Centers (PPK). These would be pilot operations to further
test and demonstrate the sEystem and determine the features

that are replicable under various circumstances.



The strategy for project implementation was to
draw on the PUSPETA Klaten experience, which suggested
three main conditions essential for a district level
cooperative unit to be responsive to the needs of the

primary societies and their members:

(a) It must have the managerial and administrative
capacity and entrepreneurial skills to plan and implement a

wide range of activities.

(L) It must have sufficient short and long-term capital
available to initiate planned buciness activities and

develop the facilities needed for implementation.

(c) The membership of the primary cooperatives must be
broadly based and educated in their appropriate role and

function.

The strategy for project implementation was to
develop training and business activities within each of the
targeted development areas around a three level cooperative

structure consisting of

(a) Member groups (kelompoks) of 15 to 30 individuals

organized around a common economic activity;

(b) Primary cooperatives (KUD) at the village level; and

(c) The Cooperative Service Center (PPK-PUSPETA) to act
as a pre-secondary organization prov.ding assistance to the

primary cooperatives and their members.



The project document {page 22) proposes that
activities will be designed around the development of
cooperative business activities that will ensure close
relationships between important aspects of management
training and membership education. Priority, initially,
would be placed on enhancing, through more efficient
administration, the services already being performed by
some of the primary cooperatives, such as: the supply of
consumer goods through primary cooperative stores;
assistance in processing, transport and marketing of rice
and secondary crops; and production and marketing of

livestock feeds.

Thereafter, according to the project document,
"project management would research plans for specific sub-
projects and their viability and relevance to the proposed
project areas. It will then initiate the implementation of
capital asset acquisition and construction activities as
planned by this document and reinforced through further
study, field trial and economic circumstances. As
management capabilities are increased and new technologies
are tested in pilot areas, and as farmer participation and
service adoption increase, additional project activities

will be defined and developed into viable business".

Implementation of the project began in January,
1986, and is scheduled to continue for 5 vears, to the end

of 1990.



PROJECT EVALUATION - PURPOSF AND METHODOLOGY

The CAEDP document and the Transfer Authorization
Agreement call for annual internal evaluations of the
project by USAID/I and the NCBA to : (a) review the
financial situation in the project, (b) report project
performance in meeting objectives and benchmarks, (c)
identify problems encountered in implementation; and (a)

propose courses of actinn to resolve problems noted.

The documents also call for two mid—terml
evaluations. The first of these was to be done by external
evaluators early in the third Year of the project and was
to fozus on project inputs, the organization and management
of the program and progress made toward establishing a
delivery system. Since the propesed annual evaluation has
not so far been undertaken, it was decided to conduct the
first of the two external mid-term evaluations early and
combine it with the annual evaluation as a single exercise.
A recent amendment in the project's Transfer Authorization
has since fnrmally replaced the undertaking of the annual
internal evaluation with that currently conducted. The
detailed scope of work for the evaluation is included in

Appendix A.

The evaluation was conducted from October 5 to
November 10, 1987 by a team of three consultants with
specialties in Rural Sociology, Agricultural Economics and

Finance. The team had discussions with officials of the



Direciorate Genera: of Cooperative Business Promotion and
the Body for Cooperative Research and Development of the
Ministry of Cooperatives and with officials of USARID and
NCBA in Jakarta before going to Klaten in Central Java.
The team spent 10 days in Klaten District, much of it at
PUSPETA headquarters. Several meetings were held with the
General Manager of PUSPETA and heads of PUSPETA operating
divisions and with the NCBA advisors. The team was
provided with detailed information on all aspects of the
PUSPETA operation. The team also observed the various
business enterprises with which PUSPETA Klaten is involved
and made visits to several KUDs in the district for
discussions with moembers and KUD board members and

managers.

The Evaluation Team visited project activities in
Luwu District of South Sulawesi from October 18 to 23,
Discussions were held with the Director of Cooperatives for
South Sulawesi Province in Ujung Pandang before going to
Palopo. In Palopo team members met with the General
Manager and senior staff, including the managers of the 4
sub-district stations, on October 20th and again on October
23rd. In the meantime, three of the 4 sub-district
stations were visited. KUD members and officers were
interviesed in each of the sub-districts and business

activities were observed.



The 1tieam returned to Klaten on October 24th to
prepare a draft report which was reviewed in Jakarta with
GOI and USAID officials on Novermber Sth. This, the final
draft report, takes into account useful suggestions made at

that meeting.



2. EVALUATION FINDINGS

PROJECT ORGANIZATION AND MuNAGEMENT

The National Cooperative Business Association of
the United States and the Research and Developmgnt Division
of the Department of Cooperatives (DCRD) share
responsibility for management and coordination of +the
project. Project managcment and administration for Title
II funded expenditures is with NCEA. Administrative and
reporting requirement for disbursement of Title I funding
is the responsibility of the Department of Cooperative's

appointed Project Management Unit (PMU).

An Inter-Directorate General Coordinating
Committee, made up of (1) the Director General of
Cooperatives Business Affairs, (2) the Director General of
Cooperatives Organizational Guidance and (3) the Head of
the Cooperatives Research and Development Division, or
their designees, is responsible for establishing general
project policies, coordinating activities and reviewing
progress. This Project Steering Committee was established
by Ministerial Decree at the project's onset in January,

1986.

The executive arm of the Commiitee is a Project
Management Unit composed of the NCBA Resident
Representative, the Department of Cooperatives Foreign

Project Coordinator, and the Project Development Officer.



The PMU is responsible for coordinating the implementation
of ali project related activities occuring at the national

level on a day to day basis.

At the provincial level, the Provincial
Cooperative Officer assists the Project Management Unit
with project related problems that involve areas beyond

district jurisdiction.

A Temporary Advisory Board (TAB) has been
established for each of the two district PUSPETAs; FUSPETA
Klaten and PUSPETA Luwu. The composition of each is as

follows:

The Project Development Officer

The District Cooperative Officer

The Head of the Local Government Economic Section
The Chairman of the Local Cooperative Council

The NCBA Representative

The Board meets approximately once each two
months, with the Project Development Officer serving as
Chairman. The Board acts as a local advisory body and will
have organizational and management authority for each of
the two PUSPETA until they achieve Secondary Cooperative
Status. At that time, locally elected cooperative leaders
will act as PUSPETA boards of directors and liase with the

ex~officio TAB as necessary.
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PROJECT FINANCING

Financing for the project is srovided primarily
through a combination of monetized Title II Food for Peace
granted to NCBRA, and GOI financing with funds generated
from Title I sales. The project also received some support
from various other donors and the project itself generated
funds through some of its business activities that help to

finance its operations.

GOI FINANCING

The project document budgeted § 6,000,000, as the
GOI contribution to the project. This was the amount the
Department of Cooperatives and the National Development
Agency (BAPPENAS) had committed for Fy 85 Title I funding
for implementation of this project. These funds were
intended for local currency funding for all the project's
construction, land procurement, working capital, training
requirement, and creation of a Cooperative Rural Enterprise

Development Fund.

Until now, none of the Title I generated funds
have been made available to the project. While the GOI has
assured that the funds will be forthcoming, the amount of
rupiah funding, from the sale of the $§ 6,000,000 of wheat,
approved by the Department of Finance will be only Rp 3,9
billion (equivalent to approximately only US.§ 2,3 million,

somewhat due to a recently devalued Rupiah).

10



The GOI hcwever has provided the projects with a
significant amount of land, buildings, equipment, machinery
and working capital, mostly, but not all, through the
previous Klaten and Luwu projects, that continue to be

utilized under the current CAEDP.

2.2.2 TITLE II FINANCING

The project document budgeted US.§ 2,691,000 from
the monetization of the Title II grant for NCBA use on
financing technical assistance, part of local salary
st bsidies and other support activities. The full amount of
the Title II funding has so far not been realized, because
of differences between USAID/Jakarta and AID/Washington
over shipping charges. This issue has now been resolved
and the 30% shortfall will be made up with the arrival of

the final wheat shipment in November, 1987.

2.2.3 QTHER DONORS

The project has accumulated a large and important
amount of equipment and machinery mainly tirough the
rcallocation of hardware from other foreign donor projects
and other areas of Indonesia to Klaten and Luwu. This has
mostly occured where the equipment was delivered to a
cooperative organization in another province, vas found to
be not wutilized after several years on-site, and wasg

offered to the CAEDP PUSPETAs for utilization.

11



The najor donors have inclu?ed the Governments of
Japan, the Netherlands and New Zealand. From the Japunese
Kennedy Round program the project has received a complete
large capacity rice mill with corresponding refinery and
rotary sifter, several pieces of mini-workshop equipment,
and two large tractors. The Dutch Government has provided
a large amount of the wood working machinery that PUSPETA
Klaten hypothecated as its initial share in the furniture
operation as well as a milk transport tank, while the New
Zealand Government 4aas provided a milk chilling tank. The
terms of this equipments' provision have varied, some being

on a grant, but almost all on a loan basis.

The CAEDP is currently negotiating with other
foreign donors for the utilization of ¢quipment also

already in country and not utilized.

In the initial stages of the project, where Title
I funds have vyet to be forthcoming, other donors have
played an important part in increasing the PUSPETAS'
ability to procure necessary equipment and machinery

without & source of copital.,

Heifer Projects International (HPI) made an
especially valuable contribution tc this project. It has
been heavily involved since 19562 1in assisting PUSPETA
Klaten on research and training for tne dairy and feed
activities. It continues to be a source for funding of a

variety of recealch and training ac:iivities as well as

12
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special supplies and equipment at Klaten for dairy, poultry
and fish activities and has contributed funds for the Luwu
Aquaculture Development Project. Since the start of CAEDP,
expenditures by HPI have been Rp 100,411,636 for Klaten

activities and Rp 41,541,314 for activities at Luwu.

REVENUE PRODUCING ENTERPRISES

Priority emphasis is on service and business
activities which will improve input supply, credit,
processing and marketing to support smallholder production
where these services are inadequate. Project documents
also provide for development of a Cooperative Enterprise
Innovation Development Fund (CEIDF), to be managed by the
Project Management Unit, to be financed through Title I
funds, and used to provide "regenerative seed capital <for
financing cooperative or joint ventures". Criteria for
selection of these ventures include among others, (1)
potential for generation of employment, (2) export
generation or input substitution capability (3)
availability of input and market linkage and (4) ability to

provide a positive return on invested capital.

Because of the declining o0il and commodity
revenues of the last few years the GOI and the Department
of Cooperatives have encouraged the CAEDP to involve itself
in export oriented/employment intensive businesses, A
joint Ministerial decree issued in February, 1986, between

the Minister of Cooperativesg and the Head of the Indonesian

13



Investment Coordinating Board encouraged, and provided
guidelines for, cooperative sector joint business
activities. The types of activities proposed were, in
general, along the lineg proposed in Section IX of the

Project Document for the CEIDF.

Although the GOI has not vyet released the Title I
funis which were to fund the establishment of CEIDF, many
of its functions are in fact being carried out by the
CAEDP's project management unit. The CAEDP has, together
with the Indonesian Cooperative Council (DEKOPIN) and the
Indonesian National Federation of Rural Cooperatives

(INKUD), undertaken several major ventures, including,

(1) Establishment of a trade liason office in Jakarta to
assist cooperatives in producing and marketing export
oriented goods and conducting joint ventures with the

privata sector.

(2) Establishment and operation of a large furniture
manufacturing joint venture in PUSPETA Klaten and Jepara
(Northern Central Java) with another cooperative and a
private firm that has exported nearly $ 1 million of

furniture since its inception.

(3) Work with an Indonesian private firm.to develop a
joint venture with U.S Cooperatives (Land—O—Lakes/CBI) and
Indonesian Cooperatives (GKSI) for a dairy production
enterprise that will import 20,000 U.£ dairy cows in the

next two years.

14



(4) Development of an arrangement for PUSPETA Klaten to
work with Pioneer Seed Company of the U.S and two
Indonesian private sector firms in the production of hybrid

corn seed,

(5) Plan for the operation cf an integrated cooperative
rattan pole processing operation in Sulawesi and furniture

in Klaten.

(6) Planning of a joint operation between PUSPETA Klaten
and a private Indonesian firm for the production of baby

corn for canning.

(7) Assistance to a fisherman's cooperative in East Java
for obtaining financing te¢ procure a shrimp processing
facility for brackish water production, and securing a
market for their production from the Union of Japanese

Consumer Cooperatives.

(8) Assistance to the Bali Provincial Cooperative Union
(PUSKUD Bali) in production and export to the U.S of high

quality, member produced vanilla.

PROJECT INPUT PROGRESY¢

The project document states that project
activities are to be carried out with PPKs at 7 locations:
at Klaten and Boyolali in Central Java, at Malang in East

Java, and at the following four PPKs in Luwu District in

15
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.1

South Sulawesi: Mangkutana, Bone-Bone, Walenrang, and Luwu

Selatan.
VIS U

As mentioned in paragraph 2.2.1 above, the
recently approved levels of funding for the Title I
component of the project, the greatly revised
implementation plan of the Unlands Project, and the CAEDP's
expansion and replication into several other areas and
operations requires that the projects implementation will
have to be revised in scope. The Project Management Unit,
along with the Department of Cooperatives CAEDP Steering
Committee, decided, because of current circumstances and
for the sake of efficiency, to combine the neighboring
districts of Boyolali and Klaten into one secondary
cooperative PUSPETA and are considering the withdrawal of

Malang as a project location.

Following are the main considerations in the

decision to combine Boyolali with Klaten:

(a) The evolution of PUSPETA Klat-u into an organization
both managerially and financially capakble of handling both
the Klaten and Boyolali districts. In the past vyear,
PUSPETA Klaten has initiated activities in the Boyolali
district in its corn forage production program with

farmers.

16



(b) The recent closure of the Boyclali PPK organization
due to lack of financing from both the GOI budget and the

Central Java PUSKUD.

(¢) The proximity and relative similarity between the
agricultural and economic activities undertaken by farmers
within both districts. Boyvolali is a major dairy farming

and secondary crop production.

(d) The late implementation and apparent large revision
in the eventual operations plan of the Uplands Agricultural
Conservation Project, which was the major determinant in
locating a PUSPETA in Boyolali, as the cooperative
organization that would cater to the project's seed

production/supply and secondary crop marketing components.

(e) The unavailability of PL 480 Title I funds to date
which were planned to finance the PUSPETA Boyolali's 1land
procurement, construction, machinery and equipment and

working capital requirements.

(£f) The project's current great emphasis upon its
cooperative enterprise development fund activities, as

described in detail in paragraph 3.2.4 above.

The considerations for dropping Malang are the

following:

(a) The lack of Title I funds due the eventual
realization of only approximately § 2,3 million (equivalent

local currency) out the originally planned § 6 million.

17



The Malang operation required Title I funds for its 1land
procurement, building construction, equipment, machinery

and vehicles and working capital expenditures.

(b) Also its initial relationship with the Uplands
Agricultural Conservation Prcject (as described above)
which, again was the major determinant in locating a
PUSPETA in Malang, and, which now plans no formal working

relationship with the CAEDP.

{c) The original 30% shortfall in the Title II funds
provided which were to finance the project's technical
assistance and part of its salary subsidy allocations.
According to the original plan, a consultant was planned in
the first vyear to initiate Malang activities. As this
shortfall was only very recently resolved, and the project
management was unsure until now whether the funding would
be sufficient to provide a consultant and the necessary
salary subsidies for Malang (along with Title I funds
financed operation), no preliminary implementation activity
Was possible during the first two Years of the project's

implementation.

(d) The length of time required for the project startup
until its operational maturity will not now be sufficient
as the project is nearing its third year of implementation

of a planned for five Year project.

18



While finding it necessary to consolidate, the
CREDP has undertaken cooperative agro-business and
enterprise development activities far beyond what was
originally envisioned within the project, as described in
Section 2.2.4 above. These activities, which come within
the framework of the CAEDP's Cooperative Enterprise
Innovation Development activities, have provided
substantial return on investment while fulfilling the
original project objectives and current priorities of the
GOI. The CAEDP Project Management Unit has prepared for
the Departments of Cooperatives and Finance revised Title I
and Title II budgets that will provide what they feel will
be the most effective utilization of the limived Title I
funds within the PUSPETA's Klaten and Boyolali and Luwu,
and of the Title II funds for the same locations, The
revised budgets reflact the increasing emphasis on the
Cooperative Enterprise Innovation Development activity.
The original and revised budgets for Title II funds are
included in Appendix B.1 and B.2. Appendix Table B.3 shows
amounts of Title II funds actually spent from the start of
the project 1in January, 1986 to June 30, 1987. Thirty
percent of the § 2,691,000 budgeted had been spent by that

date.

The Title I funds will be disbursed as loans at
4% interest, with repayment over 15 years, with a 5 year
grace period. According to the revised budgets, PUSPETA

Klaten will receive an initial loan of Rp 1,900 million, of

19



o

.2

which Rp 487,451,000 would be used to refinance debt to
DDI, the agency also responsible for the Title I funds
disbursement. Another disbursement would be made to
PUSPETA Klaten a Yyear later in the amount of Rp 250
million. The initial distribution to PUSPETA Luwu would be
Rp 650 million, of which Rp 165,000 would also be used to
refinance its existing debt to DDI. Luwu would receive
another disbursement the first vear of Rp 200 million and
Rp 50,000,000 in the second year. The remaining Rp 750
million would be available for other activities such as the
proposed Cooperative Enterprise Innovation Development Fund

(CEIDF).

TECHNICAL ASSISTANCE

The project document provides for 4 long term
core staff to be provided by NCBA. These include the Chief
of Party and Advisors at the three other proposed PUSPETA
locations; Malang, ZLuwu and Boyolali. All except the
Malang position have been filled from January, 1986, the
start-up date of the project. As mentioned earlier, for a
number of reasons no steps have been taken to develop a
program at Malang and deletion of this position is being

considered.

The 1location for the Boyolali advisor position
was changed to Klaten as it was decided by the Project
Management Unit to combine Klaten District and Boyolali

District into a £ingle PUSPETA. The core staff is highly
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qualified and well adapted to work in the Indonesian rural

environment.

The project document provides for two long term
technicians to be assigned from the start-up of the
project. The Livestock Advisor is in Place and has been
since January 1986. The Hatchery Advisory position is
still vacant but a well qualified expert, who has assisted
the project in the past as a short term consultant, has
been recruited and will take up a 2 year assignment in

March, 1988.

The main reason for the delay in filling the
hatchery advisory position was the initial shortage in
realization of Title II financed technical assistance funds
and delayed disbursement of Title I funds for development

of the Luwu shrimp hatchery infrastructure.

The project document made provision for local
consultants to carry out a baseline survey in the first and
second years of the project. This was partially
implemented in the Klaten dairy, Luwu shrimp and Klaten
furniture operations. In other areas of operation,
baselines will be undertaken at the start of the activity

where feasible.

Additional wunscheduled short term consultancies
were used by PUSPETA Klaten. A furniture design and
quality control position was financed feor 9 months through

Title 1II funds. After that period, the PUSPETA Klaten
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furniture operation has been able to finance the position

internally.

The project has benefitted significantly from
technical assistance provided at no cost to the project by

several organizations. These include:

(a) The Volunteer in Oversear Cooperative Assistance
(VOCA) provided a retired livestock feeding advisor to the
project for 3 weeks in February, 1986. He assisted in
improving livestock and poultry feeding rations and in

increasing feed mill efficiency.

(b) Services of an expert from the University of Hawaii
Oon rumanant nutrition for 10 days under the auspice of the

VOCA (Farmer to Farmer Program).

(c) Services of an expert from Chieng Hseng University,
Taiwan, for one week, advising on food processing/packaging
relative tc PUSPETA's experimental program on vegetables

and spices.

(d) Services of two specialists on Aquaculture from the
International Centre for Aquaculture, Auburn University and

AID's Water Harvesting and Agquaculture Project (WHAP)

(e) The Republic of China Technical Assistance Mission to
Indonesia, headquatered in Yogyakarta, has provided
services of specialists in aquaculture, vegetables and

spices. Their exzperts trained PUSPETA staff in vegetable
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and spice culture and visit the project each month to
review the program. One of the experts has assisted the

Luwu program in aquaculture.

(f) An expert from Hershey Foods Cooperation is scheduleg
to spend 3 weeks on the project, begining in November,
1987, for design and planning of the Luwu cocoa processing
and marketing operation. He is provided under the auspices

of the VvOCA.

These short-term advisors have made valuable
contributions to the project's program for development of
technically sound and economically feasible new activities.
The project management is commended for its initiative 1in

tapping these important sources of assistance.

PROJECT OUTPUT PROGRESS

Progress in implementation of the project 1in
Central Java and South Sulawesi is discussed seperately in
the following sections. In each case progress in
development of a functional organizational structure will
be discussed and followed by a discussion of the financial
management and financial soundness of each organization.
This will be followed by a review of the activities of each
operating division, assessment of the economic viability of
individual business activitieg and their impact of

employment and incomes on small farmers.
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2.4.1 PUSPETA KLATEN, CENTRAL JAVA

.1 Organization and Management

Since 1its inception in January 1980, PUSPETA
Klaten has been a Pre-Secondary Cooperative with
operational autonomy and managerial authority vested in its
Temporary Advisory Board (TAB). Operational Guidelines for
this project (Appendix E, Project Document), agreed to by
the NCBA Resident Representative and the Head of the
Research and Development Divicion Ministry of Cooperatives
on January 31, 1986 states that PUSPETA Klaten will undergo
& One year organizational transition from the current
status of a Project Management Unit (PMU) with authority
vested in its TAB to that of a secondary cooperative with
authority vested in its membership through a Board of
Directors elected by its member KUDs. This change in
status has not yet taken place but it has been agreed to by
the Department of Cooperatives pending development of
guidelines for operation of the PUSPETA to the termination

of the GOI and NCEBj Budget contributions.

The TAb gives the General Manager broad authority
and responcibility for planning and day-to-day operation.
The General Manager is ascisted by a senior staff of 4
Department Managers, constituting the "Management Team".
There are 9 major operating divisions and divisions for

training, personnel, finance, etc,, See Figure 1,



Figure 7: Organization Chart PUSPETA Klaten
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The M nagement Team meets with heads of
divisions, usually every two weeks, to discuss performance.
Normally the Management Team meets with its TAB every three

months.

The General Manager and many of the Department
Managers and Division Heads have been on the PUSPETA staff
for several vears. They are knowledgeable about their
areas of responcibility and display a sense of commitment
to PUSPETA. In two meetings with the entire senior staff
the evaluztion team was impressed by the frankness and

confidence with which all participatea

.2 Financial Management

PUSPETA Klaten has a well designed and
computerized accounting system providing management
information on all PUSPETA service and business activities.
Quarterly financial Icports are avallable within 15§ days
after the end of each quarter, 1including income statements
for each of the operating divicions and combined income
statements and balance cheete for PUSPETA. The system also
mailntalns 1nventories for all activities and accounts

receivable and payvyable.

PUSPETA hac chown marked improvement in volume of
business and net ¢arnings, particularly in 1987, Net
profit thig year is estimated at more than Rp 100,000,000,

after net Josses in each of the two Previous vyvears.
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Already it has earned Rp 79,459,000 through September 30th

(Table 1).

Income stitements for each of the operating
divisions are shown 1in Table 2. Each division is
considered as a profit center. Transactions among the

division are costed and priced so that each division will,
to the extent possible, be self-financing. However, some
of the divicimng Lol an M2k ~and Compicte Feed and the
Feed Mill Divisions have been obliged to provide services
to members on narrow margins and have been marginally
profitable. This year, however, both divisions are showing
& marked increase in sales and profites, due primarily to a
greatly expanded market for their feeds. This will be
discucsed more fully in following sectionc, in which the
activities of each of the 7 divicions shown in Table 2 and

the two new divicions, Poultry and Beef Prcduction, are

evaluated.

Appendix C pr-sents Projections over each of the
next 15 years of (1) The Volume of Sales/Revenues, (2) Cash
Flowe, (3) Income Statements end (4) Balance Sheets. The
Frojectione of Dales/Kevenues Volumes provide bernchmarks of
annual achievements for the various business activities and

are the bacie for the other three projections.

The projections acssumed a liquid balance of p
57,979,000 at the time that Title I fundc become available,

0f the Rp 2,150,000,000 budgeted for PUSPETA
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Table 1. The Income Statement, 1985 through September 1387

19¢ 1986 1987

Description (1000 Rp.) (1000 Rp.) (1000 Rp.)
|=::::::::::::=::::::::::::::::::::::::::::::::::::::::::::::::::::::::::
Total Sales of

Goods 2,128,021 2,716,272 2,871,518
Servicecs 03,464 £3,498 125,110
Totel Sealec 2,222,385 2,799,870 2,996,628
Cost of Goods Sold

Socidc 2,060,128 2,853,429 2,6C1,610
Servicec 23,249 19,710 3,890
Tetel 03¢ 2,083,377 2,573,149 2,605,500
5rcoc Margan 129,008 226,721 391,128
'periiilng Ixpensec

sales &L Dict Exp 187,580 193,291 235,084
rerievz) Adm s 125,8¢68 166,047 158,514
‘ctal Operzting Expences 213,448 250,228 303,508
srecs Prefitv/ {Loscg) (174,440) (132,617) (2,470)
‘ther Iucome / {Exp) (*) 78,866 112,056 €1,930
et Proefit / {Losg) (95,574) (20,5%61) 79,460
*) Ercuk Down cf Other Income :

1986 10g7

.Incone from Furniture 37,477,071 21,706,€46

JInterect Income 12,880,¢1¢6 2,827,692

.Subcaay from GOI £,288,500 210,250

.Subzady from NCER 1,200,000 1,821,750

LSubcidy from HPI 24,588, 490 14,766,255

kent 22,000,000

LOvthore 14,620, vaq 40,707 (054

'otal Other Income 212,025,57¢ £1,420, 647
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Statement for each Divisions

Total cSalary per month Rp
hverage Salary
Maximum Salary
Minimum Salary
2

1986 1987
Divicions Sales Net Profit calec Net Profit
(1000 Rp) (1000 Rp) {1000 Rp)

1. General "rade 1,518,914 27,3299 924,028 21,792
2. Milk & Comp.Feed 693,517 6,869 892,742 22,583
3. Feed Mil1 300,452 14,051) 757,581 52,133
4. Rice Mill & Mktng 111,620 (17,689) 8,204 (10,561)
5. Research & Dev. 70,064 12,226 71,e11 (3,434)
6. Ccrn 66,389 1,655 173,014 611
7. Garment 5,667 (3,658) 19,669 (3,664)

Table 2. Number of Personnel in Pucpeta

1. Management Team 4 persons

2. Adm & Finance Department 2

3. Livestock Lepartment 21

4. Agrobucinecs Department 49

5. FKud Cperational Department 21

€. Internal hud:tor 2

Total 120

11,085,700
92,380
750,000
25,000



Klaten/Boyolali, it is planned that Rp 1,900,000,000 will
be made available immediately and that, of this. Rp
487,451,000 will be wused to refinance old debt to the
Directorate of Investment Capital (DDI) in the Department
of Finance, which will also disburse Title I funds. The
remaining Rp 250,000,000 budgeted for PUSPETA
Klaten/Boyclali will be distributed within a year. The
terms of the arrangement provide that the Title I funds
will be loaned at 4% interest with repayment over 15 years,
with a b5 vyear grace period. The projections indicate
growth that will assure abili*y to meat debt obligations

and repay the Title I loan by the end of the period.

.3 Economic and Social Assessment of Service and Buciness

Activities

A wide range of service and business activities
are carried out by the 9 operating divisions. These are

described and evaluated for each division in the following

sections.
-31 General Trade Division The General Trade Division
ig the largest of the operating divicsions. in 1986 it

produced about 55% of PUSPETA's total revenue and earned
net profit of Rp 27,299,000. 1In 1987, through September,
net profits were Rp 21,792,000. The principal commodities
handled by the division are sugar, fertilizer and

moclasses.
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In 1986 and until February, 1987, PUSPETA

received an allocation of 100 tons of sugar per month.

This was increased to 150 tons per month on March 1st

1987. Demand for this commodity is strong and stable

the entire allocation is easily dispoced of through the 35

KUDs. Table 4 chows the volume of sales and revenue

1986 and 1987. Sugar has been an important, high Rupiah

volume commodity for the KUDs enabling them to both enhance

their £ledgeling consumer toko activities and establish

non-seasornally dependent and stable source of income.

Table 4: Sales of Sugar 1986 & 1987

Sales (Ton) Sales {Rupiah) Gross Prof. (Rp.000)
1980 1%e7 13856 1587 1986 1987

Jan 100.10 90.50 56,2€5 51,6609 1,862 1,174
February £2.00 0,70 51,810 34,767 1,380 787
March 52.30 116.80 26,160 £5,436 81 1,171
April 136.00 124,50 77,572 76,758 2,108 1,349
3y 210,60 Z24.50 €2,000 128,676 1,714 2,251
June €3.10 RN Ze,en 102,274 a78 1,978
July 70.70 14000 40,275 %40z 1,096 540
August 106,80 27Z50 5EL T4 204,180 1,685 1,728
fepremer 177,40 14£.00 78,403 91,135 2,130 1,595
Oztobher 106.00 66,509 1,643
HNovenber 75.00 L2, B30 1,162
Decoembor 227.00 72,440 1,969
Total 1,194.00 1,172.0%  E66,044 687,198 18,507 12,580
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PUSPETA purchases fertilizer from an acssociation
of 6 KUDs which are licensed fertilizer distributors of
PUSRI, the national fertilizer production company. PUSPETA
provides credit to the 6 KUDs for procurement of the
fertilizer and sells most of it to 10 other KUDs on
consignment and another 5 KUDs for cash. Fertilizer sales
have been an important source of income for PUSPETA and the
KUDs. PUSPETA operates on a gross margin of Rp 8/kg,.
Tranportation and bandling costs amount to Rp 2,5, 1leaving
a net return of Rp 5,5/kg. 1In 1986 PUSPETA sold much of
its fertilizer through the TRI (sugar cane) program. In
that vyear PUSPETA sold 5,000 tons of fertilizer to 25 of
the KUDs and earned net profits of Rp 3,641,000. Sales in
1987 were reduced as PUSPETA 1s no longer involved in sales
under the GOI TRI program. The Provincial Director of
Agriculture decreed that from the beginning of 1987 all TRI
fertilizer distribution will be done solely by PUSKUD and

PT. Pertanai.

PUSPETA distributes an increasing amount of
fertilizer through the corn silage proo.am, in which
inputs, including fertilizer, are provided on three months
cre”it to farmers who participate in the program.

Fertilizer sales for 1986 and 1987 are shown 1n Table 5.

keide from the corn silage credit and the
previous TRI programs, an increacing amount of the
fertilizer buciness is in the form of repacled 25kg cacks

scld in the free market through the FKUDs. As small

w
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Kg Rupiah
Month 1986 1987 1986 1987
January 163,559 403,016 15,106,285 46,672,684
February 215,613 262,420 19,238,440 41,783,481
March 221,080 2¢5 808 18,792,857 28,497,188
April 165,085 122,976 19,281,771 14,756,900
May 135,444 £1,500 20,357,028 €,030,25
June 522,861 114,880 66,521,064 13,691,170
July £5€¢,223 128,405 106,689,624 15,401,310
August 707,702 59,100 38,240,944 10,709,450
Septamber 29€,722 200,750 40,282,786 11,724,850
October 319,31 36,016,780
November 782,266 0D, 989,504
December 522,112 49,089,94
Total 4,921,223 1,640,025 583,748,650 129,266,982

landholdings limit amounts marketable to farmers in any one
application and the Indonecian fertilizer industry packs in
50kg sacks, PUSPETA repacking of fertilizey provides the
KUDs with a source of fertilizer more appropriate to the

small farmer market.

Trade 1n molasses is mostly 1internal. The
commodity 15 procured from the sugar factory and sold
pPrimarily to the Feed Mill Divicion and the Milk and
Complete Feeds Divicicn for use in livestock feeds. In

1967 PT. NAA has also been purchasing molacses from

PUSPETA. Total =sales in 1967, through September, were
2,632 tons, valued at Rp €3,1 mi1llion. Of these, sales to

PT. NAA were 484 tons, worch Rp 20,6 million.



With drought conditions developing in Klaten
district in September and October this Year water shortages
for 1livestock and human use became & serious problem.
PUSPETA has wused its molasses trancport tanks to supply
water to villages in need, chargirg only the cost of

transportation fuel.

.32 Milk and Complete Feed Division Dairying is an

important sources of employment ani income in 4 KUDs in
Klaten district. It is a relatively new industry for the
érea, arising out of the national program for importation
of Fresian heifers from Australia or New Zeeland, which
began in 1978-1981. The cattle were distributed in this
district primarily under the GKSI Credit Aid for
Cooperative Project in 1981. Cattle were distributed only

to cooperative members of 4 elligible KUDs.

Under the previous CLUSA assisted PUSPETA
project, PUSPETA assumed responsibility for providing a
range of services to help make dairying a profitable
enterprise. The services included production and
distribution of a complete feed, research to develop
economical concentrate feeds, training in dairy management

for farmers and collection and marketing of mili.

PUSPETA remains committed to supporting the dairy
industry. Nine hundred farmers owning milk cows, in 4

KUDs, sell their milk through PUSPETA. A collection and
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cooling center has been set up at Karangnongko. Farmers
deliver their milk to their group, where it is tested and
forwarded to the KUD, where it is again tested. If it meets
the standards it is forwarded to PUSPETA, where it is again
tested and placed in the cooling unit for delivery to PT

TAA at Salatiga, the sole buyer,

Testing at each 1level of the cooperative
organization is done to insure a high quality product that
will Dbe accepted by the milk processor and to fix

responsibility for adultrated or sub-standard mill.

Early in the program PUSPETA experienced
considerable difficulty in providing a reliable, profitable
market. Often milk would be rejected without cause or
because of limited Capacity of the processor. Since
arranging to market milk through PT. TAA these difficulties
have been largely overcome, though at first the stricter
standard and more sophisticated testing of PT. TAA resulted
in rejection of some shipments of milk which did not meet
their standards. Education and more careful testing at

the kelompoks, KUD and PUSPETA have improved this situation.

Under current arrangements, PT TAA pays Rp 375
per litre for milk. Farmers receive Rp 285 per litre from

PUSPETA after che following deductions:
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KUD repayment for cow purchase credit Rp 43/1
PUSPETA cooling unit, testing, external transport = Rp 25/1
Margin for farmers group, KUD and

internai transport = Rp 22/1

Total deductions = Rp 90/1

PUSPETA is the only organization in the area with
a cooling unit and the sole buyer of milk produczed in the
participating KUDs. PUSPETA is highly dependent on PT. TAA
for marketing the milk. Currently there is no difficulty
in this marketing arrangement as PT. TAA has the capacity
for 120,000 litres/day and could double its capacity to
240,000 litres/day with the addition of a second shift.
Total production in Central Java is only about 40,000
litres per day. However, in a joint venture with Land-0O-
Lakes Inc, nearly 20,000 cows with high production
potential will be imported from the United States for the
nucleus estate at Salatiga over the next few years. It is
expected that PT. TAA will increase its processing capacity
to accomodate the additional production ornce necessary.
Milk received ang marketed by PUSPETA in 1986 and 1987 are

reported in Tables 6 and 7.

PUSPETA services to the dairy industry have made
dairying an attractive option for many farmers, especially
in the areas of the 4 KUDs with poor farming resources angd
few production alternatives. Officials in the participating

KUDs told the team that it was the best opportunity for



Table 6 :Sales of Milk 1986

Month Karang- Fema- Jatinom Manis - R & D Total
Nonglko Lang 3 Renggo Div.
January 40,0327 41,284 60,3¢1 21,985 2,446 166,113
Februzry 37,440 ¥5,780 56,655 19,711 2,221 181,627
March 42,243 27,870 62,050 19,566 2,414 165,162
Eprol 20,27 22,582 5&,054 18,647 2,280 154,584
May 29,015 31,908 58,¢80 19, ,¢a9 3,265 152,867
June IE,ER4 30,600 £5,0964 20,000 3,365 148,4¢€3
July 43,912 36,021 £1,807 22,244 3,484 167,569
Auguczt 44,752 40,4¢€1 €2,8¢2 24,8732 24,042 177,429
September 44,7%¢ 20,70z ze,023 64,027 3,416 176,025
Octoher 57,480 41,2882 70,302 26,720 4,040 189,715
Nevember 44,204 3g,25¢6 £0,827 25,822 4,772 182,081
December 45,214 29,1¢0 71,823 25,241 4,173 185,240
Totzl 508,802 448 702 71 , 32 308,¢E€5 40,718 2,019,105
Table 7: Sales of Milk 1937
Kema- Jatinom Manis- R&D Total
lang Renggo Div

£,425 67,972 21,8109 4,273 170,873

0,812 57,442 20,824 3,656 145,924

1,002 z0,e78 64,623 3,63 188,250

G6,er8 €2,2(3 19,440 3,042 i50,7¢2

2,24z &7 476 20,645 Z,axg 150,8€0

27,079 €7,550 19,481 2,054 1€2,83

41,422 70,705 z2,e08 3,279 17%,704

5,200 74,067 24,981 3,997 185,957

44,882 78,747 24,278 2,740 ig9,1¢e3

)
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many farmers and there was interect in obtaining additional
cows with high production potential. They indicated that
there was initially much skepticism and disappointment with
dairying due largely to high death losses and low
productivity of some of the animals. Many of the imported
cows were not pregnant and there were long delays before

they began to lactate.

PUSPETA has invested heavily in improving the
feed supplv and educating farmers in good nutrition and
good health care for the animals. Farmers have come to
appreclate the importance of good veterinary care and
PUSPETA has responded by recruiting and placing gqualified
veterinarians with each of the 4 YXUDs from October 1ct of
this vyear. A sample survey of 216 dairy farmers in the 4
KUDs provides information on the cost and returns pPer cow.
While many of the cows included in the survey show high
Yields and returns there were wide variations in production
and production costs feor individual cows. Table 8 shows
average production, gross revenue, feed costs, and net
revenue above feed costs for samrle cows in each of the 4

KUDsg.

While the  milk enterprise has not been a very
profitable undertaking for PUSPETA because of the narrow
margins, nececcary high rickes due <o perichability, and the
costly servicecr reguired to develop and support the
industry, it has Frovided a needed service to small and

landless farmers of the community. Its recearch and
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Table 8
Average Dailly Production, Feed Coscts and
Revenue for Sample Cows in 4KUDs

KUD Liters/ Price/lt EKevenue Feed Cost Net Revenue
iarcarion Rp Rp Rp Rp
Jatinom 3683 285 1,049,655 556,990 492,665
Karangnongho 3048 285 868,680 473,040 395,640
Yemalang 2635 285 1,035,975 488,085 550,890
Marnicrenaac 2971 285 846,725 544,215 302,520

Source; Volume II, Data-Data Haeil Survey Produksi Susu Sapi
Perah I'1 K
Tahap I1I

training program have addresced the major problems and over

time 1t 2 cxpected that improvements 1n nutrition,

4]

improvements  in  animal care and health and, ecpeclally
meacures te reduce the periods between pregnanciecs, will
result in csignificant improvements in production and

profitability for farmers.

Thie progrem, which directly involves 4 of the
KUDe 1n ¥Flaten, hag bLeen & major source of income for these
KUDs and ctheir members. It has contributed 1little net
income for PUSTETH, though -t hLac been a major part of its
total wvolume of burinecc. Other KUDs benefit indirectly
from this activity through their participation in the
program for producing corn for the =z1lage progrcm and
ingredients for the complete feed and concentrates

programs.
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PUSPETA 1nitiated 2 -~omplete feed program to help
correct the poor nutrition that was an lmportant cauce of
low production. At first this was provided on credit and
heavily subcidized. Now it is being cold to farmers at Rp
60/kg and PUSPETA provides transportation to the KUDs (Rp
2,00/kg), provides 1ncentive payments of Rp 2,50/kg to

farmer groups, and Rp 1,50/kg to the KUD.

The 1nputs for the complete feed are molasses,
concentrate, rice straw, and corn cilage. The molasses is
provided from the Generzl Trade Division procurements from
a local sugar factory. Concentrates are supplied by the
Feed Mi1ll Daivicion. Rice straw is obtained from local
£

obtained from the Corn Division.

~+
o

rmers and corn cil

fu
oy
tn

ge 1
Research +to develop and tect the complete feed and to
Provicde a nutritious feed at lowest cost ic done by the
Fesearch and Development Divicion. Thus the complete feed
cperation is a highly integrated activity involving several

divicionc.

Monthly distribution of complete feeds for 1986
and 1987 ic chown in Tableg 9 and 10. Production and
cistribusicn of complete feeds 1ncreased sharply from
February, 1987 when PT. NuA began purchasing large
quantities for the dairy cows at the nucleous estate 1in
Salatiga. Lt *“he prefent time 1t accounte for about 80% of
the complete feed sales volume. The large increase in
vcelume, incidentally, hac made thece {eed enterprise guite

profitable for PUSPETA. Most importantly however, the
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several leng + coctly years of recearch into initiating

silage making 1n Indonesia and developing other appropriate

N

local eedstuffs for dairy animals has now paid off in
large scale adoption by the private sector through their

purchacse of the foed package from PUSPETA.

.33 Feed M111 Divicion The Feed M111l Division

produces concentrate feeds for chicken, cattle and fich
which are =cold within PUSPETA to the Milk and Complete
Feed, Broiler, and Recearch and Development Divicions and

KUDs, PT. NAA and cthers. Table 11 shows the tonage and

<

rugpiah czles volume of this actavity for 1986 and 19g7.
Sales have increacesd rapidly cince September of 1986.
Total <cales 1n 19¢7 {through Septemher) were nearly 200%

of 1966. The profit for the division

b=t

H

above sales for al
€o far in 1987 hac been Rp 52,123,000. In contrast, the

diviesion had a net locs of Rp 14,951,000 in 1986.

January ¢

February Z 4

Mzrzh 6,575 20¢

Eprzi 7 4 2ug

M= 16

May 6,16 £12 ¢

June 15,008 €18 g

July 16,18¢ €22.z00 107,
kuguzt L, Lee €54.20 177 981
Septembor CGonng weh, 2 241,976

B

L

October
November
Decembher



The major factor in this large increase in sales
has also been the contract with PT. NAA in Salatiga for
dairy cattle feed. Sales to that firm, which 1increased
rapidly since May, 1987, now account for about 80% of total

feed concentrate sales.

The losses in previous Years were due largely to
the low volume cof sales and correspondingly high
depreciation cocsts per unit. The unit has a current
capacity of around 1,000 tons per month. The Divicsion has
been ucing the power take-off from a stationary tractor for
running one half of the grinder/mixer machinery but has
invested 1n additional electric power capacity and is in
the process of converting to use of clectric motors, which

will result in significant savings in energy costs.

The Team observed that employees of the feed mill
work in an environment that is hazardous to health and risk
injury from the machinery. Only one worker was observed
wearing a hard hat and few were ucsing dust macsks. It 1is
tecormended that improvements be made in safety measures,

including educating workers in safety precautions.

The various concentrate feeds now being
produced at PUSPETA have proved competetive in quality with
the best of alternates feeds in the market. With the
addition_ of the PT. NAA order, PUSPETA is now the largest
producer of cattle feed in the country. Feed production

costs would be lower if PUSPETA had sufficient working
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capital to buy feed raw materials, particially corn and

rice bran, at their seasonally low prices.

It 1is possible, of course, that PT. NAA will
eventually develop its own facilities for feed production.
PUSPETA has, so far, been able to meet the expanded demand
comfortably with its existing equipment. There would be
some rick in trying to catlisfy further increases in demand
that would reguire inctallment of additional feed
manufacturing facilities unless assured of a continuing

demand through a long term contracrt.

w
5.9

The Corn Divicion The Corn Division has engaged

in the following enterprisec:

(1) oroduction and procescsing of hybrid corn seed,

(2) production oI sweet corn and other specialty
products, and

(3) production of corn cilage for cattle feed,

PUSPETA began producing hybrid corn seed in 1986
under an agreement with Pioneer Seed Co of uUSa and an
Indonesian private firm. Under the 1initial arrangement,
participating farmers were cupplied parent seeds and
fertilizer on cred:it. Plowing and preparation services
were also provided on credit if needed. PUSPETA supervised
and hired workers for planting, cultivation, detacselling,
harvecting, drying and procesning, 200 farmers
participated in the prograem, producing 320 tonc of wet seed

€ars on 40 ha. Farmerc received Rp 120/kg of wet seed with
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ear. Costs for all PUSPETH operations of dried and treated
certified seed were Rp 380/kg which were then sold for Rp

580/kg.

Late in 1986 the Pioneer franchise was sold to
another firm which negotiated a different, less profitable,
arrangement with PUSPETA. Under the new arrangement
farmers were paid Rp 85/kg wet ezr corn, the Kelompoks
received Rp 1,0/kg and the KUDs received Rp 0,5/kg.
PUSPETA was reinbursed for 1ts operating ceets and given a
10% fee for managing the operaticn. The new rranchisee has

since decided to undertale seed production itself in East

Java. PUSPETA 1s not now in the seed corn production
activity but is concidering arrangements with other 1.8
hybrid seced companies with oper-ticns in Indonecsia. The

hybrid corn seed production program has been popular with
the participating farmers, providing revenues of from Rp
400,000 to Rp 500,000 per hectare. Most of the production

costs were incurred by PUSPETA and reimbursed by Pioneer

The Corn Division carried out a trial of
roducing sweet corn for green consumption. The trial was
carried out on a tsmall area of PUSPETA's land. The cystem
involved planting a 500 Square meter area to sweet corn
each weel to provisde a harvest cf 800 kg of sweet corn ears
each weehk, A totel area of 6000 sguare meters would
provide a weekly supply df 800 kg through the year. Costs

were Ep 700/kg. It wac a popular product that sold for Rp
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825/kg, giving a profit margin of Rp 125/kg. Annual yield
on a per hectare basis would be 16,000 kgs, giving « gross
revenue of Rp 13,200,000 and rnet returns of Rp 2 million
per hectare. It proved a profitakle crop but difficulty in
imperting the sweet corn seed from Hawaii prevented
promoting this as a feasible crop for farmers. Efforts are
being made to procure the male hvbrid from the University
of Hawaill, which would enable PUSPETA Klaten seed

production activity,

PUSPETA has been approached by PT. Dieng Jaya to
grow baby corn on up to 100 hectares. The company would
provide technicazl guidance for the production and the
product for export, Their trial experience indicates
vields of 30 tons of forage and 10 tons of beby corn could
be expected. They propose to pay Rp 15 per kg of the
combined stover and baby corn (40T = Rp 15/kg). This would
Yield a groses revenue of kp 600,000/ha. Production coste
are estimated to FRp 282,000/ha, leaving Rp 308,000/ha. rnet
return/he . PUSPETA management has agreed to arrange for
production on % ha on a trizl bagis peginning this season,

before promoting thig Crop on a larger scale with farmers.

The main activity of the Corn Divirion is the
production of corn for cilage. This activity began 1in
earnest 1in November of 1986, when PUSPETA arranged to
provide corn forage for the PT. NXX - Land-0O-Lakes jJoint

venture at Salatiga. Until then a modect amount of corn
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At the present time the herd at Salatiga consists
of about 3,150 dairy cows and 1,500 calves but additional
shipments are schzduled for November and early next year.
Ultiwately there will be about 20,000 head. The
requirements for forace will therefore coatinue to expand
rapidly. PUSPETA Janagement anticipates a demand for about
20,000 tons in 1988 of which it hopes to produce 12,000

tones, invelving 400-50C hectares of land and 2000 farmeres.,

Yields of the Zcdder have been 25-3C tors per hectare. At

Rp 25/kg thie is providing wn attractive option in uplands

For PUSPETEL <the operation ic attractive as a
revenue producing activity that rejulres 1little capital

investment.

.25 Rice-Millina and Marketing Divicsion This division

buys unhulled rice from KUDs and the free market: mills and

markets it, Iwenty-eight of the KUDs have their own

ot

milling equipment ana private, local firms arc also milling

th
e}
H

rice. During peak harvest periods, PUSPETA mills rice
the FUDe and delivers the pProcecsed rice to Bulog for the
Nationzl =Ztakilizas:on Program on their behalf. In non-
arvest ceasone, only high quality rice 1isg milied and

consumer paclied for Central Java supermarkets. Since it

4

has acquired rotary cifting and refinery eguipment under
the Japanese rig Program, >t also asgists KUDe in retining
rice to meet minimum £tandards of Bulog when their rice is

rejecced, The Division's milling equipment has the
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capacity for milling

polishing/refining at t

1

“

1s operating far helow

information on rice

September. If PUSPETA

profitable to buy rice

store 1t and sell at ¢

also lower

"

*
IO NE

in

important ingredie

at the rate of 2,000 kg/hour and

he rate of 3,000 g/hour. The mill

Ccapacity. Table 13 provides monthly
cales for 1986 and 1987, through
had more working capital it would be

in the seasonally low price periods,

easonally high prices. This would
cost for rice bran which is ap
1ts livestock feedc.

L 36 Recearch and Development Divieion This divicion
conducts research for development of economical and
nutritious livestock feeds, carriec out training programs
for farmere in improved livectock marnagement, and develops
and tectsg éechnological racliages for crop  and livecstock
venturee that have bheen 1dentified as potentially feacsible
for farmers in the cdicerict.

The training program has been an important
feature of PUSPETA's ascictance to dairymen in the

district. Four hundred

y farmers have participated
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in these training programs. On October 1st of this vyear
four veterinarians, one for each of the dairy KUDs, were
assigned to provide veterirary assistance to dairy farmers.

This is in addition to tie renter's existing veterinarian.

The work cf thieg division on livestock {eeds has
focused on development of economical feeds, malking use of
indigenous material to the extent posegible. As a recsult

the Feed MIill Diviezon has been able to produce high

ey

aquality eeds Ifor opoultry, fish and cattle at prices

competative with the best commercial feeds in the country.

The Divieion has recently completed its <first
demonstration of a feed-lot beef fattening cystem that is

expected to provide a better market for the bull calves

(o8

proauced by the dairy farmers. Thie activity has now been
transferred from Research and Development Divicion to a new
Beef Fattening Division. The operation chowed a net loss

In  tnis I.rel triel. In part, this wazs due to the lower

price prevailing &t the time of sale than at the time of

the number ¢f head in the trizl was far below the capacity
2f <the faciliziers. m™h¢ PUCPETA Management believes that
the trizl hacs demonstrated that the cvetem can produce

the
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cf the facilities - around 200 head. PAlzo, purchase of the
bull calve: &t & younger age and lower weight, they
believe, would result in more galn per kg of feed. Other
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lessons have been learned about the moct efficient rations
that they expect will result in greater economics. The

Evaluation Team does not believe that the heef feed-lot

cnetrated good enough procpects for

Froject has yet den
economical beef faztening operations for encouraging
farmers to invest in this enterprice but it ic recommended

that the euperimentation be continued at a ccale that fully
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The Iivision has recently bhegun a breoiler
production program in Cooperation with one of the KUDs.
The activity is ctz1] experimentzal but PUSPETA Management
congiders 1te experience justifies modecst expancion and

further experimentation w:ith Tahagement cyctems.  They plan

to organize the operation ac a nucleus esystem, with PUSPETA
providing a credit package of 500 day old chiclks and 1,900
hg of feed {(tolal value Rp 6l2,200) to each of 5 farmers in

@ group organized in each of 4 KUDs. The KUD would be the

nucleus ancd have recponcibility for dictributing the credit

pachage <o the group, rrovide superviciocn, and  wor) wlth
PUCPETL  in mariieting the hrcilers. The acTivity has  heen

taken out of +he Eercezrch and Development Divicisn and a

new kErciler Production Divicion has heen created to manage

Total sales of broileres through September 19g7

was 23,272 chiclkens, weighing 30,404 kg and generating Rp



37,361,050 1in revenues. Table 14 chows costs and returns

for a batch of day old chickens purchased on April 28th and

sold on June 18th, this year.

Table 14
Costs and Returns for Broiler Production Trial
April I8 - June 18, 1¢87

Number Kg Rupiah
Revenue
Chickens =2l4d 11,074 13,903 18,441,000
Cocts
Day 0ld chicks 11,401 £,705,800
Feed 10,941,643
Medicine, operaticns,etc 1,549,010
Depreciztion 227,446
Total 18 422,899
Profit 17,101
The net profit shown for this batch was very
small. However, PUSPETA has arranged with a hatchery to

become distributer ip this area for day-old chicks, and as

a

result will have significant gavings in the cout of

purchased chiclks, The expandied poultry operation will

provide & market for PUSPETA's feed mill products, making

fuller wuse of thoce facilities. Pou

$—
ct

Iy manure will also

become a valuable ingredient for the bect cettle rations.

The Team believes <he potential for an eccnomical

breiler operation ce¢ parc of PUSPETAL's ntegrated feed and

livectock system :ic good but recommends that it be cautioug

in

erxpanding rapidly until it demoncstrztes better net

w
(88



returns.

Research and Development has bheen cuccessful in
developing and testing economic sycstems of freshwater
aquaculture. Two cystems are being tected: (1) rice paddy
pond culture of Tilapia and (2) culture of Carp 1n clear

Sspring water. The carp culture was only recently ctarted.

The <vilapia pond culture experiment has been
under way since 1985. 2 curvey c¢f Ifazrmerc in lecztions

with suitable land znd water rescurcecs indic

fot}
ot
0
n
o
o]
N
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in participating in a project for extending th syctem Lo

farmere' pondc. PUZPETA plans to Involve 60 farmers in 2

locations :n +he program within the next three months. The

roposed program will cover 15 hec are and 1¢ expected to
IS 13 S

vield 1,2 tons or more per hectare. LAt current prices of
Rp 800/kg, +thic will vield returnc about 20% above the
returns to paddy rice in the area. PUSPETA 1is now in the
procecz of changing 1ts previouc research ponds into

1lapia Lreeding and juven:ille producticn ponds and will

rt

provide both inputs and marketing to farmer partic:pante.

The Fesearch and Develcopment Divieion is

exploring opportunities for nroduction and marketing of =

varietly zf vegetables and frrves.  The empliacis has been on
Ligh value, lzbhor intenc-ove crope  Ior expor:t. The

experimente have shown that ceveral Ligh value cpice crops

can be produced ciflcrently, Fereign Importers have shown
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gage, dill und bas1l as well as their ceeds for California
producerc. Samples of thece crops, grown and processed
{dried) at PUSPETA, have bheen cubmitted to an American
lmporter for tecting and evaluation. Thes commodities
have good potent_al for creating employment and high return
per wunit cf land zs well as ‘or ezrning foreign exchange.
The Team rocommends  that  PUSPETA continue to develop
technology paclizges cuitable <or producing export quality

products cf <heze crops.

with high denc:i-v -¢ populaticn and ccare land resources,
solving +he income anid employment problem of <he rural

&reas needc o concider non-farm activivties. The previous
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Froduction activity in 1682 fcr  producing embroidered
garments f{sr export. Pural girls,  zged 17-22, from
curounding villzges were felected, trained and provided

hines ({under credit). The activity worked
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well for = while, until 1t became a victim of fickl

fachicns 1n lad:es wear,

The activity was discontinued 1in 16g5 but

reactiveted i1n  late 1686 efter retrairing the girls and


fIle::i::v

15. The Division cxpecte a loss of Rp 2,7 mi1llio, for 1987

but has establiched contracts with, and received profitable

orders
the Un:ite

from, buyers cf fashionable clothes in Europe and

>d States. Under one arrangement a French importer

does the design and provides “he ¢loth and accecsory

materials, such as button, zippers, thread, etc. PUS

el

ETA

trains the girls, supervices the operations and negotiates

contracits with the importers.

»able 15 : Sales of Gurment Livicion

June July hug  Sept Ozt liov Dbec Tcowz:l

Jat 300 43E 89 600 5 277637
1124 1506 1191 2527 22ET i33c 1290 a1 Le? 12854
2003 1913 190 354% 3275 156D 2156 461 1CZ2s 1845¢

[y

Recently FUSFETA has begun to dea directly with

some foreign importers, taliing on recsponcsibility for more

of the

+

material

r

decign

appears

members

buildang

plece-rat

T

production procecs, including procurement of
and manufacture of complete garments according to
fications of ‘the foreign importers. This

0 offer cpportun:ities for wider margine.

The &0 young women who worl: in the aczivity are
of the vililage YUD. The FUD provides a cuitable
for <the operation. The workers are paid on a

¢ bacsle, rather <than a daily rate, sco their
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incomes depend on their chille and dilligence, Earnings
average abour Rp 40,000/month. PUSPETA pioposes to
graduzlly equip machinec cf the more £killivl workers with
electric metcrs until all workoers are akle ©o use the
electric dynamos which come with the machinecs. It 1is
erxpected that those persons will bhe 2ble to double their
incomes, and througt increaced productivity, mzake the

operation agazin pro

Wh:le thic STIIVILY 1S ot generating profit for
PUSFETL, Management bel:ieve that it will he self-
supperting. The income and emplicyment benefits for young
village women, who heave few zlternative employment
opportunities, just:fy continued supgport for this acvivity.
LZ8 Purrzisvre Production PUZPETA s &lso engaged in a
business venture for producing furniture for export. This

is a jcint venture with PUSKUD and a private company, PT

Puspa Jaya Chippendzlie. PUSPETA became involved 1in this
activity =zt <+he request Zf the Minictr of Cooperatives

when a private firm producing furniture for cale in +he
Urited Fingdom wees unatle to continue Indonecia operations.
The importance of the LNFlovment and fors2gn  enchange
generated made continuarion cf thic opera-icn a prior:ty
for the G0OI. Because of the apparent girong demand for
£lporitel, guzality furniture, <he Minzetry &lco urged PUSHUD
to build ancther factory in Jepara, 1n northern Central

Jeva.
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There were obvious advantiges for the two Central

Java factories to cooperate and eventually 1t wac decided

to consolidate the two factories under  one  manzgement.,
Ownerchip <cf <+the icint vensture 1o divided, with PUSPETA

owning 3%, PUSKUD owning Y0%, and the private company that
owned the original factory owning 16%. PUSPETA manages the
entire operation for a nanagement fee of 4% of sales. It

also shares in the profit on the bacis of its 32% ownerchzip

Income from <this activity has been good,
providing funds ‘or financing cther services and bucsinecss
activities, fales cf furniture in 1986 (the company's
second vear) realized Fp 474 million, of which Rp 97
million was orofst. PUSPETR'e chare wac 37,5 million.

This compares with the firer vear's cales of Rp 155 million

t4

and a lozs of Rp 50 million. In 1987 total sales, through

September, amounted to Eps 601 million &nd profits were Rp

107 million. PUSPLTA has earned Rp 21,7 million 1in
management fees and FEp %4 million ac 1te chare of +he
prciit in 1987, Monthly vclume of cales is shown in Tazable

1€.

The furniture activity employs 140 carvers and
cabinetmakers in the Klzten factory and 110 woriiers in the
Jepara factory. Vorliers zre members of znd cuppliied by

their village KUDe,
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Table 16 : Sales of Furniture (1600 Rp)

Jan Fer March April Hay June July Aug Sept Oct lNov Dec Total
Expr: ¢ G L2LZE 40990 3480% C 20891 2247uv 5¢772 E24  493C5 3331 292282
1986 Lozal 9935 10677 0 111306 1748 12972 12091 30959 S99 13476 16305 30673 181064

Lxpre 20727 1817 L2022 gnacl ¢ 4L Ze18 0 47027 oitog 3677209
2¥ET Loz 284f Lo Ii44% 22010 £29p4 rares 17738 erie iese: 233438
;;;Ii}';;;Q“f.?;JI'Q.'LQiJ'Q;S;;S"'Q;;;?";;;;?"S;;;;";;;;;"_';;;5; """"""""""""" cosscr
The Team feels worlers in the furniture workshop

need better protection  from accidente. The jigsaw,
operated by a womam, was without a finger gquard. No

pushsticls,

[91)

r‘
T
b~
o8
joN
—
n
-
.
63
b
o
[
-
(S
c
<
st
r
[t
‘-

well wventilated. According to the General Manager

Ithoush provided, were being used in operating

The lacguer section was not

there

have been no serious accidents 2nd only two minor injuries

n I¢L7. However, the hzzards are apparent and

it is

recommencsd that Improvements be maie in plant layout and

pPrecautions and 1in training of workers in safer
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2.4.2 PUSPETA LUWU S0UTH SULAWRST

.1 Organizational Structure
The former FCCs Manglkutana,
and Luwu Selztan on Luwu District were

in April, 19&4,

{(PMU)  woeh

The TLB war

lopmen

of the Project Deve

Government Iiivig

st}

Local

Leade

Movement

O

and

v

New management p

at Klaten and

roject

operative (Officer

The TAB held

ersonnel were recuirted,

Luwvu In Mav,

Bone-Bone, Walenrang

corsolidated into

General of Cooperativrs decree

Management Unit

authorzoy vected

a Dictrict

hairman,

Lictrict Cooperat: e

(KKOP-D)

trained

1986. They assumed

full control by Jnne, 19§86,

The General Manager, located at +the Headquarters
in Palops, hac broad power Icr operations of PMY PUTPITA
Luwu but worlis under ‘he pelicy guidance of the TAB. The
General Marzger 1z agccicted by = senior ctafs éL
headquearrers Tongiziing of manager for cach f *he
Departmense of AGminictration and Finance, Logictice and
Marketing, and §UD Felatzone He 12 zlco a2scisted by 4
SLetion nmanzgers,  l1ocated as thelr recpective regional
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stations at Bone-Bone, Mangkutana, Walenrang, and Luwu
Selatan. The total number ~f employees is 59, with 22
lovcated at the head office in Palopo, 8 at Bone-Bone
Station, & at Mangkutana Station, 10 at Walenrang Station
and 11 at Luwu Selatan Station.

Luwu District is a very large district with 45

KUDs (1t 1s no%t clcar whether

Information available to the

s
as

membership in 1986
a pocition to participate 1n
businecs

BRI. In order to ascict

eligihility PUSPETA has paid the debts on their behalf

will recover repayvments

business w:+<h them.

.2 Financilal Management

The

different from that 1in

financial procedures

also somewhat different.

organization isg
economic activity, in Luwu
reporting are on the basic of

involved 1in the complete

act vities,

60

16,006.

some of these KUDsg

in

organizational
Puspeta

and types of financial

divided 1into divicsions on
the
ctations

range

all of these are registered).

Team indicated total active

Some ot the KUDs are not in

the major GOI rice marketing

activity becauce of their outstanding debts to the

to establish

and

incstallmen*s from future

structure is somewhat

Klaten and threfore

reports are

Whercac in Klaten the

the basis of

organization, and financial

with each station

of business and cervice


http:activi.ty

Station Managers obtain approval for financial
transaction directly from the General Manager. The
Manager of the Administration / Finance Department, who
also acts as cashier, finalizes the transactions. A well
designed, computerized accounting system has been put in
operation. Quarterly financial statements are consolidated
for the entire organization, but separate income statements
for each station as well as the land preparation activity

are maintained.

Puspeta Luwu was organized only in April, 1986
and did not get fully operational until June 1986 when new
management were positioned. The Income Statements, Table
17 aire, therefore, for only the last 3 quarters of 1986 and
the first 3 quarters of 1987. 1In this short time business

activity has been increasing rapidly.

Total sales of goods and services 1increased by
60% in 1987 over 1986. Rice marketing and distribution of
farm inputs (fertilizer and pesticides) were the principal
business activities in 1986 and again in 1987. Rice
marlketing increased by 43%, but sales of fertilizer and
pesticides increased by 127%. Another important activity
in both years was tractor hire for land preparation. This
activity increased by 102%. The profits increased from Rp.
5,250,000 in 1986 *o Rp 11,923,000 in 1987, an increase of

127 4.
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Table 17

Description

1986
Quarter 11 Quarter IIlQuarter IV

Total

Income Statement Puspeta Luwu 1986 and 1987

Quarter 1

Rice 12,683 49,663 58,078 20,424 12,106 80,892 79,089 172,087
Rice Milling 169 212 438 e19 313 0 0 313
Rice Dran 63 166 143 372 0 0 159 159
Coffe & Cocoa 0 21,731 0 21,731 0 0 0 0
Fertil,Pestcds,Insec 16,559 $0,967 63,958 171,484 121,089 63,248 204,212 388,461
Yertilirzer Discount 6,347 446 1,516 8,309 0 17 11,350 21,367
Furtilizer Transport 0 33,518 17,452 50,970 9,216 0 15,788 25,004
Seed 532 1,000 687 2,219 0 0 0 0
Flour & Sugar 0 0 0 0 0 [¢] 9,363 9,363
Cattle 0 11,7%4 1,785 12,539 0 119 0 119
Cattle Subsidy 0 0 0 0 0 0 827 827
Eggs 0 0 0 0 0 0 2,378 2,278
Fish 0 0 0 0 0 0 8,713 8,712
Construction Materia 0 3,02 7,044 10,064 2,178 1,260 1,889 5,327
Tracter 0 5,445 707 6,152 10,261 1,070 9,448 20,779
Transportation 100 252 2,092 1,144 0 0 1,179 1,179
Interest lncome & 49 224 273 0 z 91 114
Inventory Adjustment 0 0 0 0 2,992 0 2,992
Other 0 906 o] 526 0 950 2,148 3,098
T e oo T
36,453 219,12 153,144 408,726 155,163 150,571 346,546 652,280
Cost of Goode Sold
Rice 10,856 44,622 52,253 107,731 8,893 56,314 71,570 136,777
Coffe & Cocoa 0 24,644 0 24,644 [ 0 0 0
Fertillizer,Posticid 14,011 80,781 56,744 151,53¢ 107,918 46,963 181,228 346,109
Flour & Sugar 0 0 0 ( 0 0 8,192 £,192
Cattle 0 12,173 2,260 12,432 [ 1oe 0 108
Eggs 0 0 0 0 0 [¢] 1654 1,654
Fich 0 0 0 0 0 0 6741 6,741
Construcztion Materia ] 2631 6368 8,999 1366 1110 1751 4,227
Other 0 567 0 567 0 0 848 848
FORAL C0BT Of GO0 = e
24,867 164,418 216,625 305,910 118,17 104,495 281,984 504,656
Operating Cost
Rice Harketing Cost 210 838 2,625 3,673 2,443 1,942 2,627 7,012
Coffe & Cocoa o} 288 353 641 [ 0 0 [
Costruction Material 0 2 272 364 53 o} 0 53
Tractor 13 2,487 84 2,584 1,448 1,112 3,930 €,491
Rice mill 2,801 a8 a9 2,928 801 1,385 2,280 4,466
Sead Production 63 15 1 79 0 0 [¢] [¢]
Transport 0 760 760 o} 0 o} 0
Cattle 4] 593 495 1,008 0 0 o 0
Total DT OBt e e o e e e
3,087 4,351 4,679 12,117 4,746 4,439 8,837 18,022
Totul Overhoad ¢ Adnm 24,448 29,037 32,581 86,066 24,489 42,679 52,245 118,413
llon Oper. Inczome 1,087 17,845 17,965 50,901 18,559 18,549 19,769 56,877
Non Operational Cost 14,661 17,975 17,648 50,284 18,426 18,538 19,179 56,143
Profit / Loss (15,523) 21,193 (420) 5,250 7,884 {31) 4,070 11,923

62



Income from new activities began to show up only
in the last quarter of 1987. The income from the
aquaculture program is expected to expand sharply next

Year, as will as the income from hybrid corn operations.

The new venture into rattan processing and
furniture manufacture is also expected to contribute to a
strong increase in volume of sales as discussed later

within the report in detail.

Appendicx D presents projections over each of the
15 vyears from the time Title I funding is received. The
projections include : (1) the volume of sales/revenue, (2)
cash flows, (2) income ctatements, and (4) balance sheets.
The projections of sales/revenues volume represent
benchmarks of annual achievments for the various business
activities and are the basis for the other three

projections.

The projections assume a cash balance at the time
the Title I funds are first made available of Rp.
56,000, 000. Of the Rp.200,000,000 budgeted for Luwu, Rp
650,000,000 is assumed to become available immediately. Of
this, Rp. 165,000,000 will be used to refinance the debts

owed to DDI for previous working capital credit.

Another Rp.250,000,000 are expected: to be
disbursed to PUSPETA in the first year and the remaining

Rp.50,000,000 in the second year.
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The projections for PUSPETA Luwu indicate a rate
of growth that will gradually reduce the dependence on
subsidies for supplementary staff salaries, eleminating
these subsidies entirely within 3 Years. The projections
also show that the Title I funds, which are provided as
loans at 4% interest, will have been fully repaid from

PUSPETA's revenues by the end of the 15 year period.

.3 Economic and Social Acsessment of Bucinecs Activities

.31 General Trade Business activities of PUSPETA Luwu

have until now been mainly in general trade with the KUDs.
The distribution of agricultural inputs (mainly fertilizer,
insecticides and herbicides) has accounted for 55% of all
revenue so far in 1987. Fertilizer distribution is
entirely through the KUDs. Currently 29 KUDs are involved.
Distribution has increased sharply thus far in 1987 to
2,815 tons from 853 tons in all of 1986, an increase of
230%. PUSPETA receives a gross margin of Rp 6/kg and in
addition earns substantial income from PUSRI (a net Rp 4-
16/kg, depending on distance) as a transportation subsidy.
However, the General Manager =saig they were having
difficulty getting PUSRI to pay them the full amount

of subsidy they earned (estimated at Rp 58 million).

PUSPETA buys unhulled rice from the KUDs either
at the market price or the BULOG floor price if the market
price 1is lower. The rice is milled at three of four

stations which have facilities. The Mangkutana Station and
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the Bone-Bone Station each have a capacity to mill 7,2 tons
per day. The Walenrang Staticn has a capacilty to mill 6
tons of rice per day. All have operated at less than full
capacity so far mainly due a lack of working capital. In
1987 they have sold 670 tons of rice, an increase of 100%
over sales in 1986. The plan for this harvesting season,
through the middle of December, is to handle 3,000 tons of

unhulled rice, if they have enough working capital.

.32 Tractor Hire Service The tractor hire service is

a popular activity in several of the KUDs. The demand far
exceeds the capacity to provide the service. PUSPETA owns
17 tractors, of which 10-12 are working. Adost are 6-7
Yeare old and have nearly reached their operational life.
Rental charges are Rp 55,000/ha for a €ingle rotary
operation and Rp 85,000/ha for a double rotary operation
for KUD members. Non-KUD members are charged an
additional Rp 2,500/ha. Each of the 25 h.p tractors has a
capacity of 1,5 ha/day. The capacity of each 14 h.p
tractor is 0,75 ha/dey. Revenue from this service was Rp
20,779,000 so far in 1987, compared to Rp 6,152,000 in all
of 1986, The gross margin over operating cocsts was Rp
3,568,000 in 1986 and Rp 14,288,000 in 1987, according to

the financial reports.

.33 Integrated Poultry Development This 1is a new

undertaking, 1n itg initial trial phase. The project will
integrate the introduction of quality chicken and duck

layers for frech €gg production, hybrid corn seed and
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production technology for increased vields and incomes for
transmigrant farmers, a market for corn enabling profitable
production on land suitable for its production, a market
for rice bran now a surplus commodity in the area, a supply
of chicken nmanure to local aquaculture ponds for shrimp
feed, and a cooperative marketing mechanism for efficiency,
cfuaranteed marketability and price stability for producers

and consumers of Luwu.

The first component of thisg integrated program is
the <farmer production of hybrid yellow corn introduced by
PUSPETA to the area for feed. This program was started
about three months ago in Mangkutana. Thirty members from
2 KUDs are involved in corn production on 22 hectares.
PUSPETA provided a credit package, without interest, for
all inputs through the KUDs to the 30 participating

farmers.

PUSPETA has agreed to buy the corn produced at
the BULOG floor price or market price, whichever is higher.
When we visited farr.rs fields in mid-October the first
crop looked very good and the farmers were excited about
the reculte, which should return at least three times that
of traditional local varieties. The cocsts and returns are
conservatively estimated as shown. Some farmers will do

much better.
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Table 18
Estimated Costs and Returns to Farmers
for Hybrid Corn Production, Luwu

Revenue/ha
4,000 kg @ Rp 190/kg = Rp 760,000
Costs/h
seed, 25 kg @ Rp 1500/kg = Rp 37,500
fertilizer 550 kg @Rp 114/kg= Rp 62,700
pesticides = Rp 6,000
labor
planting = Rp 10,000
cultivating = Rp 30,000
harvesting/shelling = Rp 30,000
Total costs = Rp 176,200
Net-Income/ha = Rp 583,800

Another component of the project 1is poultry-
laying hens and ducks. According to information available
to us, Luwu's present poultry industry consists of only
local variety birds and accounts for only 5% of the total
‘chickens and less than 3% of the total duck population of
the province. Tracers selling grade eggs in the local
markets of Luwu are entirely dependent on commercial egyg
producers 400-600 km (8 hours) away. Retail prices are
said to fluctuate as much as 40% because of irregular
delivery schedules. Local feed materials such as rice bran
and corn are surplus commodities that must be transported

up to 600 kms away to the Ujung Pandang poultry producers.

A 600 hen flock of laying hens has been
established in Pzlopo and is operated by a retired military

man, the chairman of KUD Tandi Pau, a non-active poultry
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cooperative. This unit is experimental and demonctrational
- known, improved practical and balanced feeds are being
used and detailed records are kept. The 600 hen flock has
had a relatively 1low death loss, of 1less than 3%.
Complete costs and returns for a full cycle of production
for this flock are not available but it appears that the
system now being demonstrated will be profitable. At the
present time, the flock 1s producing 480 eggs per day which
sell for Pp 70 each, vielding a daily income of Rp 33,600.
Feed costs are Rp 19,800 per day. The demonstration flock
will be used for training interested farmers in
requirements for proper care and feeding of poultry and
will also tecst the feacsibility of the cystem for Luwu's
condition. When satisfied that the System can be adopted
successfully by local villagers, interested growers will be
organized into groups of upto 500 birds for commercial

production and sele through the KUD and PUSPETA.

Tambak aquaculture production is the third
component o©f the integrated system. The Department of
Fisheries and the exleting Tambak Aquaculture Production
Project being assicted with HPI funds have concluded that
supplemental feeding of expensive pelletized feeds would be
uneconomic for Luwu producers and that a more appropriate
feeding paclage would rely on the supply of chicken manure
and fertilazer. Brackish water prawn production is
increacing in Luwu and this will provide an expanding

market for the manure from an expanding egg production
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industry.

.34 Tiger Prawn Production and Marketing The CAEDP

Project document identified Tiger Prawn fry production,
Prawn Production Credit and Marketing as a suitable sub-
project for Luwu PUSPETA. Luwu District contains 5,000
hectares of completely constructed shrimp and fish ponds
along the Gulf of Bone. There are estimates of a potentiel
for up to 20,000 additional hectares. The project will
provide ascsicstance for addressing the problem of a shortage
of high quality fry for stocking the Luwu ponds by planning
to establish a hatchery in the area. Implementation of

this component can proceed with the release of Title I

funds for construction of facilities. A long-term
technical &advisor has been recruited and -'ill begin in
March, 1988. % PUSPETA employee with professional

expertise in Crustacen Aquacu.ture is in charge of the
program. Beginning in 19¢5, he has surveyed the coastal
tidal areas of Luwu District to identify appropriate pond
areas based on scils and tide information. He found most
of the idezl sites in Northern Luwu. The major project
activity for the pact year has been experimentation with
alternative prcduction packages of polyculture most
appropriate for the current stage of the typical Luwu
procducer. Stoclking rates of £,000 prawns/ha with 3,000
milk £fich/ha have been tried with three systems of
production: (1) the traditional low input system, involving

no fertilizer and no feed supplement, (2) an intermediate
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system with medium inputs including fertilizer but no
supplemental feeding, and (3) a higher input system
involving fertilizer, feeding low cost ratios of chicken
manure and rice bran. The last two trials have been
successful and show cignificant returns to the intermediate
system over the traditional input system and additional
return to the higher input gystem over the intermediate

sy tem.

In the next phase a third trial is being carried
out ucing only the higher input csystiaem but with
experimentation on timing the hclding of larvae in the
nursery until they are upto 40 days post larval stage
belore <cstocling fry in the ponds. The staff believe that
*hey will have ¢ refined technology package that can be

recommended to growers by the end of February.

Projected costs and returns, based on trials
experience, are shown in Table 19. The last two trials
have been with treatments # 2, traditional; treatment # 3,
low input; and treatment # 4, semi-intensive. The current
trial 1is with treatment # 4 and treatment # 5, the semi-
intencive system with PL 40 stocking and an early November

harvest will provide further input to the optimal package.

Until the hatchery is ready, which will probably
be late in 1988, PUSPETA is trying alternative sources for
quality fish and shrimp stock. The best arrangement so far

for shrimp has been with a hatchery 700 km from Luwu. ‘his
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Table 19; Projected Returns tor Luwu Aquaculture Project by Treatment/Hectaro

L33 Troatmont t2 Treatment £3 Treatment #4 Treatment &5
Traditional Traditioral Low Input Somi-Intensive Seumi-lntencive
Hlkfeh Stockng With Stocking Hith Stocking Hith Stocking PL 40 Stocking

Descripticn Truatmant

Projected Yield:

Shrimp (kq) 3o 70 112 132 a1
Shrimp (&) 1050 2000 2000 2000 3200
Hortality 0.75 0 5 0.75 0.6
Size Per (Gram) 20 40 56 66 66
Price Per Kg. (Rp.) 6000 12000 15500 27400 17400
Total keturn Shraimp 180000 840000 1736000 2296800 3671400
Hilkfish (Kg) 350 409 550 660 660
Hilkfich (#) 1980 1980 1980 1980 1980
Hortulity 0.1 0.1 .1 0.1 0.1
Si1ze Par (kg.) 0.22 0.24 0.29 0.34 0.34
Price Fer Kg. 750 180 880 960 960
Total return Milkfieh 262500 312000 484000 633600 623600
Total heturn 442500 1152000 2220000 2930400 4305000

Production Costs

Shrimp Fry . [¢] 320000 320000 320c00 640000
{21k’ .gh Fry 45128 45128 45128 45328 45128
Inorganic Fart, {kg.) 0 0 300 300 300
Organic Fert. (kg.) 0 0 200 200 260
Fertilicer Cost 0 0 43500 43500 43500
Pusticide Cost 0 8500 8500 8500 8500
Rice bran Xgs. 0 0 < 350 350
Fice kran Cost 0 0 [4] 10500 10500
"otal Variable Costs 4512 373628 41712 427628 747628
Projected Return 397372 778372 1802872 2502772 3557372

Asoumptaons: (1) Stocking £,000 PL-1Re and 2,20C milkfish #ry per hectare Lhrimp have 15%

nd milkfaeh have 2\ mortality during transport and aaaptation; Production cycle is 100 days in
production pond; wortality an pond ie 75% shrimp and 10% milkfish; in tradit:ional
Byslor, 501 monoceron, 50% monodon in natdral stocking.
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will probably be the sole sourca in Sulawesi until the
hatchery 1is in operation. Once the hatchery is fully
operational it will have a planned capacity to provide post
larvae to ctock up to 600 Lectares of ponds at the
previocusly mentioned stocking densities and would serve
about 600 prawn producers. For the milk fish, juveniles
are trancported by prahu from Southeact Sulawesi on a
seasonal bacis and held in stunting ponds until stocking
with the shrimp. Meanwhile the project has been working
with two local producers, who have bheen successful in
lmplementing the package in three hectare ponds. S$ix other
farmers with ponds have cgecured financing from the BRI and
have received stock from PUSPETA and agreed to wuse the
recommended ‘technology paclkage as a condition for the
loans, Further integration of PUSPETA's developed
aguacultural technologies and its production inputs to
farmers with the available World Bank acsisted BRI  small
farmer aquacultural loan program will greatly enhance the

prospects and reduce the risks to both organizations.

.25 Tune Fichery A Development Stulics Project begun

in 1984 and completed in 1986 entitled: Cooperative Rural

Perishable Commodity_ Ma

kgpjggngyﬁtomﬁ_ggydy had as 1its

objectives to determine the effects of the creation of a
rural perishable commodity handling and marketing cystem,
operated through & cooperative cold storage facility, on

producers, concumcss and on production and market prices.
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The ctudy identified the existance of a
substantial underexploited shipjack tuna fiching ground
near the project area. A loan of Rp 17 million was
provided to a cooperative group of 16 fichermen and one
coordinator from Larompong to operate a pole and line boat
in the Gulf cf Bone. The fichermen were provided with
improved equipment and have been quite succescsful. They
paid off their loan within 21 montr s and have arranged to

buy a second boat.

.36 Proposed New-Bucinecs Aztivaities

(a) Cocoa Much of the upland areas of Luwu District
which are not well suited 1o the production of rice and
other food crops are quite suitable for production of
cocoa. There are now about 17,000 hectares of cocoa
growing in the dictrict and the area is expanding, liargely
replacing cloves, which have cuifered from deprecssed prices

lately.

PUSPETA's role in cocoa marketing will be to buy
wet cocoa in pod from the KUDg, process it in a central
fermentation wunit and cell to a U.S buyer. International
markets pay a premium of upto & 400/ton  for properly
fermented and handled cocoa. The project has arranged for

an - expert Iroem the Hershey Foods Co. in the U.S5 to wvieit

Luwu in lovember to advico on quality ctandards, efficient
fermentation equipment and proceccing  and marketing.
Earlier contacts have chown strong U.S interest in
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Indonesia as an important supplier of co:oa in the future.

{(b) Sovheanes A substantial area of Luwu Dictrict is
suitable for soybean production and, in fact, the crop 15

grown extensively as a secondary crop 1in recently settled

2

Lransmigration areas. However, yields from the traditional
local varieties are low and the potential for significant

improvement appears to he good.

ol

Research carried out over the past ten vears in

"
-t

lstance from the Republic of China

Central Java with a

0]
n

—

Agraiculturazl Technice Miecion has led to development of
improved, adapted varreties and production technology that

could triple yields,

The CAEDP has obtained a small quantity of the
improved variety for testing in a 7,000 square meter plot
in  Luwu District. If the package proves well adapted to

the area, a vyield of 2,5 to 3 tons per hectare may be

§—t

expected. In that case the tria plot will produce

[

1,750 to 2,000 kg, enough for planting 25 - 40 hectares in

the folloving season.

CAEDP propuses to  launch an in-ensification
pProgram, ealong the lines of the hybrid corn production
program undertaken in 1987, if the sovbean package proves
ac  good ac expected. One o= the KUDs where coybeans are
now  being qgrown extensively will be acked to organize
interested farmerc inte groups for the init:al expansion to

farmor roduction., Each farmer will be previded @ credit
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package of the improved seed, fertilizers, pesticides and
instruction on all aspects of the recommended technology.
Preliminary estimates of costs and return per acre are as
shown in Table 20.

Table 20
Estimated Costs and Returns, Soybeans, Luwu District

kevenue
Soybean sales 2500 kg @ Rp 550 Rp 1 375,000

Variahle Cost

seed 50 kg € Kp 1000 = Rp 50,000
fertilizer (75 kg urea, 150 tsp,

and 100 kg kecl) @ Rp 135 = Rp 43,875
pesticides = Rp 6,000
labor: planting = Rp 10,000
cultivating = Rp 30,000
harvesting = Rp 20,000

Total 159,375

Net Income Rp 1,216,125

(c) Rattan Furniture At the urging of the Minister

and Director General of Cooperatives, the CAEDP has
recently undertaken the initial stage of the development of
a rattan furniture manufacturing and raw materials
operation. Indoneciaz is the major producer of rattan, most
of it exported unfinished for mancvfacturing of furniture
abroad. The Government of Indonesia hasg decreed that in
order to increase value exported and domestic employment
only finished rattan articles can be exported starting
January 1, 1989, Exieting capacity for the manufacture of

rattan furniture is very limited and the concern is that
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unless this capacity is quickly expanded the demand for
rattan poles will drop sharply, creating unemployment for
the 4,000 people engaged in cutting and delivering the

poles from the forests of Luwu.

The CAEDP program will involve development of an
integrated rattan furnicure operation, including a zaw
material processing activity in Luwu and a furniture
manufacturing operation in Klaten. This will be a joint
venture with PUSPETA Klaten and PUSPETA Luwu each holding
30% of the shares. Luwu KUDs will have 15% of the shares,
Klaten KUDs will also have 15%, Koperasi Technis Indonecia
will own 5% and the remaining 5% will be owned by PT. Alis
Jeya Clnippendale, the mahogany furniture operation. In
addition to manufacturing the furniture in Klaten, the
company plans to also make available high quality rattan
roles from the Luwu operation to businesses in Central Java

commencing export furniture production.

Initial operation in October consisted of PUSPETA
Luwu arranging with a local contractor to supply two
shipments of special rattan varieties to a furniture
manufacturer in Ujung Pandang. PUSPETA received a 5%
margin for shipments of 35,724 tons. Beginning in
November, KUDs in Bone-Bone will begin semi-processing
(stripping) the poles before shipping them to Ujung

Pandang.
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Meanwhile CAEDP has begun discussions and
negotiations with technical experts from a Philippine
furniture manufacturer for assistance in planning,
development and startup of the furniture project. Total
financing required will be about Rp 1 billion, and if
capital is promptly mobilized the facilities chould be

producing in min-1988.
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3.

PROJECT OPERATIONAL PLANNING AND IMPLEMENTATION ASSESSMENT

SELECTION OF BUSINESS ACTIVITIES

The team views the project's business flexibility
in both identifying potential operations and terminating
those not viable as an essential strength to the model.
Bacically the CAREDP model, through PUSPETA affiliation with
the local agriculturally based KUDs and their farmer
membership as well as its origins from the previous
projects and their facilities, starts with the simple
provicsion of production input and output services to the
rice farming community as its operational fulcrum. Such
has also been the GOI's approach since their ecstablishment
of the KUDs in the early 1970s and their more recent
emphacis upon the provision of storage, drying and milling
facilities as well ac involvement in the BULOG rice

procurement and ctabilization program.

At this stage of the program, PUSPETA Klaten has
operationally divercsified widely from dependence upon the
rice economy although it stil] conducts minor operations in
the milling of rice and the provicion of inputc. Klaten
KUDs and the local rural private sector have long catered
well to the needs of the local rice producers and it is
doubtful that the organization can provide any positive

impact to producerc or their KUDs.

78



The case for Luwu's intervention and initially
heavy emphacis into the local rice businecse differs
greatly. Luwu KUDs (ecpecially those recently ~reated in
transmigration areac) are much less opcrationally
sophisticated than their counterparts in Klaten, own fewer
drying, procescing and storage facilities, and previous
attempts to enter the rice business have rendered several
insolvent and inelligible for further bank financing.
Additivnally, the area's large surplus rice production, its
remoteness to market centers, its uniform planting and
harvest scasons, and inadequate roads in several production
areas nececscitate continued involvement in providing
fertilizers and pesticides and working with KUDs in

procuring, processing and marketing rice.

Nonetheless, Luwu has also begun to diversify its
operations, and although in their initial stages, several
are 1innovative and can impact very positively upon local
employment generation, income increasesgs and KUD
organizational development as well as guarantee long tarm

project viability.

The team observed bacgically three systems for
identifying new project activities employed by the
PUSPETAS. Criteria it cimilar for all and based upon the
CAEDP's main objectives as earlier described. These three

methods include:
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(1) Bottom-Up Necessity Approach-where the KUDs and their

members require a Certain production input or output market
service, and without either capital or technical input or
the involvement of a larger organization to achieve
operational economies of scale they will not be able to

succeed.

(2) Market/Technical Opportunitv Approach-Where the

project management or its technical advisors identify
opportunities for the production of g non-traditional
commodity linked to a specifically identified market or the
introduction of 4 new production technology to a
traditionally produced commodity with an existing market.
Frequently, private sector firms have approached the
project and have ¢ red joint working arrangements
mutually beneficial to .)oth parties. Usually this approach
involves a lengthy research and development learning curve
and poses risks of eventual non-feasibility, but in the
long term has the greatest potential for positive impact

and the achievement of CREDP objectives.

(3) Governmental Encouragement and Acsistance Approach-

Where the GOI has either identified a certain activity for
implementation on a national basis, or specified CAEDP
involvement on an experimental bacis to fulfill a policy
objective. The GOI has encouraged project intervention

intoe a variety of business activities and hag financially
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3.

2

supported such operations. This has been the case in the
furniture and hybrid seed production operations where
private sector firmg have approached the Department of
Cooperatives seeking a cooperative partner and were

intr-~duced to the PUSPETAs.

INVOLVEMENT OF KUDS

To a varying degree, the PUSPETAs have involved
KUDs and often their kelompoks in all buciness operations
undertaken. An exception “o this rule has been 1in the
initiel rescoivoel vhases of some activities where until
proven succesczful and viable for all parties involved, the
activities are implemented on an "in house" bacis. Such is
to avoild the risk of exposing KUDs and their members to
financial loss in an activity's trial stage and also to
avoid member alienation and distrust by involving them in

unproven operations.

The main revenue and employment activities in
Klaten include milk marketing, sugar and fertilizer sales,
livestock feed production and sales, furniture a.d Jasment
production, poultry and Dbeef production, and crop
production. All milk marketed originates from the farmers
through the kelompoke and their KUDs to PUSPETA and
eventuelly the processors., Likewise, in the sugar and
fertil.zer cales operations, all sales are made to the
KliDs-apparently a rarity among existing secondary

cooperatives the team wac informed. Garments are produced

81



by KUD Perdu mzmbers at a KUD facility under management
assistance by PUSPETA Klaten, while beef and poultry
operations are conducted in joint ventures between PUSPETA

Klaten and the KUDs Jatinom and Trucuk respectively.

Although livestock feed sales during the current
quarter were made mostly to the PT NAA dairy joiat venture,
a majority of their inputs mostly including corn forage and
grain were produced by KUDs and members under contract and
credit program with PUSPETA. Such dominant external sales
have however benefitted local cooperative dairy producer
membarship in that they have enabled PUSPETA to sell feeds
at or below cost to the members while recovering margins

from external salec.

The furniture venture has little direct day to
day involvement with Klaten KUDs. That involvement is
currently restricted to the supply of labor to the venture
through KUD Ketandan, which has large membership
invelvement in the woodworking trade. The venture however
18 & private company with 32% cwnercship by PUSPETA Klaten
and 50% ownership by PUSKUD Central Java-the KUDs existing
~-condary cooperative. Indirectly however the KUls benefit
in that &2% of the company'c profite will be distributed to
Cooperative organizations owned by C2ntral Java KUDe, and
where not distributed through dividends, the profits help

cubcidize the ceveral marginal services provided by PUSPETA

g2



to the KUDs without profit.

In Luwu the case is cimilar. As previously
described, the vast majority of bucginesses are in the
supply of fertilizer and pesticides and in the processing
and marketing of rice. All of the above are undertaken

with KUDs although levels of involvement differ widely.

The CREDP has placzd emphasis mainly upon
establishing long term relationships with KUDs by Jjointly
conducting bucinecs operations. This hag in many cases
strained relations between the PUSPETAs, their KUDs and
oftentimes 307 cfficiels where perceplions remain prevalent
that the PUSEPTAs are a government project and should not
seek profit in transactions with the KUDs and other project
beneficiaries. The PUSPETAs are attempting to slowly
change =cuch perceptions and foster a sense of belonging to
the organizstion that Wwill juctify in their minds the
establichment of Ilnancildlily Etrong primary as well as

secondary cooperative organizations.

THE ROLE OF SUBSIDIES

ks planned and budgeted within the project
document, a minimum of direct financial subsidy is provided
the PUSPETAhs. PUSPETA Klaten receives no direct financial
subsidy from the CREDP az calary and other operational
ascistance vas phaced out in the project's initial period.

PUSPETA Luwu on the other hand receives ga salary subsidy of
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approximately Rp. 6 million per month. One third of this
subsidy will be phased out in the next month, two-thirds in

mid-1988, and the remaining one-third by the end of 1988,

The provigion of initial salary cubsidies is
viewed as ecsential by the project management. The project
plans initially substantial levels of business in order to
achieve the ambitious levels of project targets and
objectives, The organizations establiched by the CAEDP
(with the exception of Ilaten which existed at the CAEDP's
onset as a non-governmental :nctitution and has experienced
a longer growing cycle) are :n their =cecond vear of
operation and will achieve revenue levels in excess of § 1
million. Such short term objectives for a company of this
nature preclude an evolutionary growth process enabling
initial self sustenance. Without well paid, qualified and
experienced private sector senior management from the
gtart, (as an element of the CAEDP model) it is doubtful
that the operations could acheive project objectives and

eventually become viable.

Through an increased level of operuticnal
revenues experienced during the current Year and vith the
availability of Title I working capital to increage revenue
levels, the team feels that PUSPETA Luwu will not reguire
further salary cubeidy than that originally planned.
Quantitative financial plane indicating such can be found
in PUSPETA Luwu revenue and ¥Zpenditure projections

included ac appendix D.J.
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Further types of cubcidy permit less objective

guantification. Remaining project Title I and Title 11
funds finance the project's respective working
capital/infractructure and technical ascistance
requirements. The Title 1 funds, although not vet

disbursed, will be provided on a loan bacis with however
lower than market rates of interest. The foreign technical

assistance 15 of course provided at no Ccost to the acsisted

cooperatives.

“he education/promotion and research and
developmen: activities of the PUSPETAs are services that
are normally the functions of government agencies. The
PUSPETAs contribute cigrnificant amounts of their own funds
for these activities and all of the HPI support funds are

for thece functions,

The relevence of thecse inputs to eventual PUSPETA
viability on a quantifiably pure buciness basis becomes
even more difficult, Unquestionably, the PUSPETAS
undertale any bucinecs activity o. disadvantageous terms
relative *to the much less conc'ricted private sector.

Every buc:iness muct firer ag an organizational objective

bt
9

maximize the income of its cooperative and farmer clients
rather than 1tcelf. Profitability of the «client as an
objective minimizes the income derived from any activity

created. Zuch cocial bucinece pricrities and objectives

(increased beneficiary incomec) will always rest-ict the



project from entering into businesses where maximizing
profits and high capital accumulation will occur. Yet,
production and market competition factors will always limit
the degree of social accomplishments the project can

achieve,

Additionally, the financial and managerial burden
placed upon the PUSPETAsS in excess of those on normal
private businesses due ro their government project ctatus
is great. Viegitors demzncéing senior management attention
from governmental institutions, development agencies and
univercities are precent cn a daily bacic. Administrative
documentatior is heavy, due to routine implementation
reports not only to the project's management but also to
several levels of the GOI. Detailed studies on beneficiary
impact are routinely undertalen and, more concretely, the
current evaluation has unavoidably involved senior

management time fcr a period of one month.

Aside from the initial salary input to management
which undoubtedly enabled the current level of buginercs
activity, the team thus concludes that subcidies will nct
play an instrumental role in the future viability of
project businesses nor have they negatively affected
exlicting private tector businecs activity. Their
availability in the past as well as in the future will have
lnuch more bearing upon the degree with which the PUSPETAs
can provide greater social orientation to their operations

and thuc increase the returnes accrued by the targetted



project beucficiaries,

BENEFITS ACCRUED

Some of the direct effects of this projact on
employment and inceome are indicated by the number of

employees of the two PUSPETAS and their payrolls. PUSPETA

bt

Klaten hac 120 cezlerzed emplovees and a monthly payrecll of
over Rp 11 maillion. PUSPETA Luwu has 59 caler:ed employees
and a monthly payroll of Fp 7 million. In addition, each

organization employs casual day and seasonal labor.

An ilmportant criterion in selecting new bucinecs
ventures is their capacity for generating employment., The
PUSPETA Klaten mahogany furniture factories employ about

240 fulltime ckilled cabinet makers and carvers from the

s}

u

al

&l areac and ceveral more on a piecework bacis. The
Garment Acitivity employs 80 young women who have few

alternative employment optisns.

The rattan pole and rurniture enterprise being
undertaken in Luwu was selected primarily to secure a
future outlet for the 4,000 workers who gather rattan poles
from Luwu District forests. ,Hithout development of an
indigenous p:ocessing/manufacturing facility many c¢f those

workeres would later become unemploved.

A mcre .gnificant rart of the employment and

{

income benef:it is that derived by farmers from the various
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businecs activities of the projects, thrugh i1t is difficult
to quantify all of these benefitz. The dairy ectivity 1¢ a
bucsinecs enterprise which hac involved abeout 9(0 farmers in
4 KUDs in areas where land resource offer few good
alternatives, In vigits to these KUDs the Team was told
repeatecdly that dairying was their pest production
opportunity. A survey by PUSPETA Klaten last cummer of 216
farmers indicated that coets and returns varaied
widely but that for many farmers the dairy operitions were
quite succecscful. The PUSPETA hac invested heavily 1in
improving the feedin  and care of the dairy cows and in
improving the efficiency of marketing. This should acsure
that this enterprise will continue Y0 improve production

and incomes for the participating farmers.

The FKlaten feed producticn enterprises provide
benefits to the dairymen and poultry farmers who use the
leeds but many more rarmers are 1nvolved in proiucing the
materials uced in these feeds. The corn cilage program,

which hac become a maJor activity in PUSPETA Flazten,

purchased 700 - %00 tone of corn each month from foarmers in
Fleten and Boyolali, Farmers in the arca have very  small

farms (averaging 0,2 hectare per family) and have only a

cmall part of that f£o1 which corn production iz the sprimal

uce . Tvpicully, each farmer will produce  corn on only
about 0,2 hectare. The 12,000 tonc of o1 age handled by

PUSPETA laten in 1987 will have invelved 400 hectaree  of

iand  and more than 2,000 farmerc. Thic act:vity has



provided good income with low risk on land wiich in many
cases has little opportunity cost during the season it is
used on the corn crop. Again, although difficult to
quantify, the introduction of hybrid corn for =silage has
accrued returns incrementally 25% higher per crop than rice
where and when rice can be grown, while also enabling at
least one extra Crop per two years. When cbmpared to
alternate secondary crops, the returns become more

attractive.

The hybrid corn production activity in Luwu is
demonstrating on a small number of farms in two KUDs a
package of technology that is certain to double yields and
net incomes on land that woulcd otherwise grow corn using
traditional technology. The initial beneficiaries are the
several farmers in the program but, as benchmarks and
nrojections in Eppendix Table D show, the area and number

of farmers benefitting are expected to expand each year.

The project recognizes that, in Central Java
especially, with its high population density and scare land
resources, crops requiring labor intensive cultivation and
procecsing chould have a comparative advantage in
international trade. The Research and Development Division

ie therefore focusing on a number of such crops.

In Luwu a major sub-project is fish and prawn
production and marketing where the emphacis is on upgrading

the production technology and improving the marketing for
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existing aquaculturists. The seriey of trials just
concluded show these local fishermen have increased their
production and net incomes substantially by using a
relatively low input technology but relying on PUSPETA Luwu
support for supply of fry, feed inputs and marketing. Two
fishermen have participated in and benefitted directly from
the trials. Another 6 have obtained bank financing, are
following the recommended technology and getting PUSPETA
services for fry, feed and marketinc. There are thousands
of hecteres in the coastal areas of the district suitable
for brackish water fish and prawn production that can
benefit. Appendix Table D.1 gives projections of annual

expansion of participation in this program.

Cocoa 1is an important crop for many farmers in
the uplands of Luwu District. It is replacing cloves as an
important =source of farm income and is potentially an
important foreign exchange earner. However, present
methods for procesesing and marketing do not qualify the
crop for premium prices in the world merket. This project
is beginning an operation under which wet cocoa pods will
be collected from farmers, fermented by a process that
insures premium quality, and marketed directly to foreign
firms interested in and prepared to pay premium prices,
which at a maximum amount to § 400/ton. This could
potentizlly tranclate into increases in incomes of upto §$
400/ton for many Luwu farmers. Benchmark in Appendix Table

D.1 show targets for area and number of farmers impacted.
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ESTABLISHMENT OF PROJECT BENCHMARKS

The CAEDP's Transfer Authorization in its
sections Q-3 and Q-4 describes the annual reporting and
evaluation requirements of the project. The TA requires an
annual report of the project which describes in narrative
form the progress of the project against stated objectives.
The TA further states that the report as well as its
applicable annual benchmarks would be developed in
conjunction with an annual evaluation review of the
project. Representatives of CLUSA and USAID were to
participate in this annual review and produce a written
report on their findings.

For several reasons not clearly comprehended by
the team, the annual review was not held, and thus
benchmarks as stipulated within the TA have vyet to be

developed.

Recently however, the ZALLP TA was amended to
include an additional shipment of wheat and simultaneously,
it revised the project's evaluation requirements. The
amendment replaced the requirement for the CAEDP's annual

review with the undertaking of the current evaluation.

In view of the amendment and lack of the first
annual review, the team felt it necessary to produce
together with the project management a set of 'benchmarks
that will most validly measure project performance in terms

of meeting predetermined objectives.
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Table 21 lists 5 distinct categories of project
burposes and goals along with 36 quantitative indicators of

progress. The categories include:

(1) Improved secondary crop production under the project;

(2) Increased income through diversified production under
the project;

(3) Utilization of services and facilities of project
entities and relevence to needs of beneficiaries;

(4) Development of KUDs to utilize the services and
facilities of project entities; and,

(5) Stimulation of non-agricultural employment generation
and enterprise development activities and the
development of non-traditional export markets.

The table includes piogress to date in achieving
such objectives as well as benchmarks for implementation
vyears 3, 4 and 5. The above types of indicators are seen
as appropriate in that they directly reflect the activities
solely attributable to the operations of the project eas
well as relate concretely to the project's main objectives
of generating employment, increacing rural incomes,
creating new business opportunities with and through the
member KUDes, and indicating the relevence and utilization
0of each type of business through its revenue trends over

the five year period.

The team and CLUSA decided not te continue the
inclusion of =several other types of data including KUD
membership as such are often not directly attributable to

project operations and thus not actnally indicative of
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Table 211 Benchmarks For CAEDP: 1935-1990
P =xan =Rzazaazzz:iczs=cozzasazs Fruz===z =Esezzzoas
fActual Actual 6oal Goal Goal Goal
Purpase/Goal Input Output Indicator Location Year 1 9.730/87 Year 2 Year 3 Year 4 'Year S
a= zzzzes = == ==zazzzax
1. lmprowed Secondary Researcn, Demonstration, Proauction by 1. Hectarage Luwy Luwu o] 23 30 120 240 350
Crop Production Training, Credit, Nuader of Faemilies 2. Hectarage hlaten Nlaten 66 566 €00 800 1000 1200
Under Project Irput Supply, Marketing anc Hectares 3. Ho. Feallies Luwa Luwy o 3 45 180 360 540
'Corn, Soybeans) 4. No., Families Klaten ilaten 330 2830 3000 4000 5000 6000
2. Increased Incoee Resea~ch, Demonstration, Production by 1. Hectarage Luwy Luwu o] 9 21 60 240 S00
Thru Divers:fied Trairning, Credit, Nuaber of Fam:lies Z. Hecta-age )laten Klaten 36 52 60 80 100 120
Production under input Supply, Marketing and Hectares 3. No. Faallies Luwu Luwu 0 2 8 0 240 500
Frojest (Ceed, 4. No. Families Klaten Klaten 160 260 200 400 S 600
Horticulture, Spices,
Fisheries)
3. Utilization of Managenent, Technical Valuse of Reuvenoes Salez of: (Rp. 000»
Services & Fazilities f icistance, Construction, by each PUSPETA 1. Livestock Feed Hlaten 542291 1274544 1800000 1806+00 281059 2552784
of Froject Entitles Equipeent, Machinery, and each type of Lowu 5250 2350 12000 51750 56925 62618
and Relevence to Need Wworking Capital, operation 2. Fertilizer/Pesticide #laten 289220 185492 210000 371200 329780 409248
of Beneficiaries Par'ieting Luwu 171482 338462 470000 412000 438600 457430
2. Seeas Klaten 29949 48654 50000 43550 20000 21000
Luwu 0 97?7 1000 4300 6000 7500
4. Fish’3hrimp Fry Klaten 0 o 0 0 0
Luwy 0 €172 10000 19200 210000 2%4000
5. Tractor Pluuing Luwy €152 2077 21000 26250 32500 32500
6. Foultry Progucts Klaten 4404 50711 £5000 158000 217000 276
Luwu 0 378 5000 10000 12500 15000
?. Dairy’Beef Froducts  illaten 687130 5€9251 750000 800695 944552 1035567
B. Aguaculture Froducts #later 898 440 900 22500 24750 37500
Luwy 0 8713 12000 32520 45600 58895
9. Grains.’Mort. Craops illaten 181050 90001 12CC00 554000 725900 781335
Luwu 120444 172087 2306SC 75400 830770 896676
10. Consuaption Goods Klaten 532912 ¥3%070 1000000 1025000 1035000 1035000
Luwu 0 11511 20000 254000 254000 2540
11. Handicraft/Small Ind Klaten 456625 667713 500000 1100000 1250000 1400000
Luwsu o 0 22500 125000 200000 2?760u0
1. Estate Crops Lusu 21738 0 154200 17475 22821
13. Tcotal Sales Klaten 3177330 3535540 4700000 6378148 7?5037 9035268
14. Total Sales Luwy 403726 652280 930000 2168700 2420224 2516102
4. Developsent of KUDs Management, Training, Nuaber of Kulls KUOs 1nuolued in:
tv Utilize Services Workang Capital, Credit fictively Imvolved 1. Livestock Feed S ? 7 9 12 12
and Facilities of Input Supply and tn Each Grouning of 2. Fertilizer/Pesticige 48 53 53 50 &0 60
Froject Entities Marxeting Business Activities 3. Seeas 1 2 2 3 3 3
4. Fish/Shriap Fry 1 1 1 4 6 8
S. Tractor Flowing 2 3 3 4 4 4
5. Foultry Products 4 5 S 7 2] 9
7. bDairy Products 4 4 4 4 49 4
€. hquazulture Froaucts 1 1 2 S k¢ S
9. Grains/Hort. Crops 10 14 14 18 20 22
10. Consuaption Goods k] 3¢ ES) 40 44 48
11. Handicraft/Saall Indu 4 4 4 3 ? 8
12. Estate Crops 2 2 2 4 8 12
5. Stimulation of Nom— Hanageaent, Technical Incone Generated, 1. Hages to Froouctive (rp. 000> 215e32 2474906 297000 363000 412500 452000
Agricultural Exploywent Ffssistance, Construction, Empioyment Generated, Labor (Non-Agriculture
Generation and Ecquipment, Machinery, Businesses Deuveloped 2. Feuvenues of Uperations<rp. 000> 495625 667713 S00000 1100000 1250000 16400000
Enterprise Development Horking Cap:ital, Traiming, by LocanorLand 3. Exported Production (rp. 000> 293282 36731 475000 715000 812500 910050
Rctivities and the Marketing Astivity-Inrectly
Developwent of Nom— Rttritutable to
Traditional Export Market Employment by Froject

17

Luwu 1935 Data Includes May-liecember, or inception of PUSPETR

Total Sales Figures include the PUSPETAs and their Subsidiary Coapanies.

3/ All Figures for 1987 Include Data fros January-Septesber Only
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project achievements on any specific operaticn.

The basis for establiching quantifiable
indicators which fairly depict achievable progress relative
to available project resources has mainly included
benchmarks, cash flow, profit and loss, and balance sheet
projections for the next fifteen years for all project
activitiec, Such are included as Appendices C.1 through
C.4 and D.1 through D.4 for the PUSPETAS Klaten/Boyolali
and Luwu recpectively. The team has reviewed such
projections with project management and feel that they are
both ambitious vet acheivable assuming immediate
disbursement of necessary project working capital funds and

a continuztion of recent project revenue growth patterns.



4.

4, FINANCIAL ANALYSIS

PUSPETA KLATEN: FINANCIAL RATIO ANALYSIS

PUSPETA Klaten provided complete financial data
for 1986 and for 1987 through September 30th from which to
construct comparative Balance Sheets and calculate relevant

financial analysis ratios (Appendix Table E).

The liquidity ratio (Total Current

Assests/Current Liabilities) decreased in 1987 compared to

1986. The decreace was due mainly to an increase in
accounts receivable and to a build up In invontory. The
Acid Tect Ratio [(Total Current Assests

Inventories)/Current Liabilities] also decreased in 1987,
because of an increase in inventories (68%). Of the liquid

assests, around B81% was in Accounts Receivable.

The Leverage (Solvability) Ratios changed only
slightly. The Total Debt to Equity Ratio [Current
Liabilities + Long Term Debt)/Total Equity] increased from
135% tc 153%. but the Long Term Debt to Total Equity Ratio
decreased from 100% to 92%. Eltiuough Total Debt is larger
than the Equity, most of <he debt is long term, from the
GOI's Department of Finance and the interest and principal
are to be paid only after receipt of the Title I funds from
the same agency. The increase in Total Debt to Total

Equit was due mainly to an increase in the level of



12 %]

PUSPETA's borrowings from BUKCPIN, from Rp 30,000,000 1in
1986 to Rp 150,000,000 in 1987, (and renewable in August,
1988 at that level). As the PUSPETAS are yet to be inembex
owned entities and thus not able to generate equity capital
with the exception of retained earnings, growth will have
to be financed totally by debt. In view of the great
increace in sales volume in 1987 over 1986 and
corresponding necessary increases in inventory, an increase

in debt relative to equity is understandable.

The Activity Ratio decreased in 1987 relative to
1986. The Receivables Turnover ratio (Total Sales/Average
Receivables) declined from 7.1 to 5.6. The Inventory
Turnover ratio declined from 23 in 1986 to only 9.6 so far
in 1987. This decline has mainly occured due an increase
in sales requiring agricultural commodity input and a
decrease in fertilizer sales which requires a minimal

storage period.

Profit ratios made a marked improvement. Gross
profit margins (Totazl Gross Profit/Total Sales) increased
from 8% to 12%. The Net Profit Margin increased from -1%
to + 3%, while the Rate of Return on Investment increased

from 0.00% to 4.40%.

PUSPETA LUWU: FINANCIAL RATIO ANALYSIS

Complete financial data were available for

PUSPETA Luwu only from April 1 to December 31, 1986 and for
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1987 cnly through June 20 for construction of comparative
balance <cheets and financial ratios (Appendix Table F).
Liquidity ratios made large increases from 1986 to 1987.
The Current FRatio increzced from 286% to 402%. In 1987
around 46% of the Current Assets {Rp 204,695,000) are in
Accounts Receivable. But only about 4% of this (Rp
€,624,000) ic due to bucinecs activities during the PUSPETA
period and part of the Account- Receivable consists of

fertilizer discounts due from PUCSEI (Rp 60,145,000).

There were snzll changes in Leverage ratios from
1986 to 1987. The Totazl Debt to Equity ratio declined
clightly in 1987 compared to 1986 due to a decrease 1in
liabilities to non-members for goods (Rp 41,660,000). 0f
the Rp 110,911,000 lizbilities to non-members as of June
39, 1987, Rp 52,000,000 was paid in the 3rd quarter in the
form of agricultutal equipment returned to the supplier,

Of the remaining, Rp 52,000,000 will have to be paid only

after PUSPETA receives payments from the KUDs.

Long Term Debt in 1987 concists mainly of the
following (1) a loan from *he Cooperative Office, Rp
11,200,000; (Z) & lozn from DDI (Ministry of Finance), of
Rp 1£5,108,000; and (2) a loan from PL 480 Title II funds,
Rb 61,000,000. Almost &)l of the Long Term Debt is to paid

or.y after recipt of Title I *undc.

Activity ratios increased from 1986 to 1587. The

Receivables Turnover rate increased from 1.9 {or 1%2 days)



w

in 1986 to 3.% {or 104 days) in 1987. The time required to
collect recivables is excessive and most receivables are
difficult to «collect because they stem from the period
before PUSPETA was formed and relate to a previous
government agricultural credit program where the previous
FCC's participation was mandatory. A large amount of these
receivables however arao secured to a payable to the South
Sulawecsi PUSKUD which will only fall due once the

receivables are collected.

The Inventory Turnover rate increased slightly,
from 2.2 (or 166 days) in 1986 to 3.7 {or 99 days) in 1987.
Profit Ratios increased from 1986 to 1987. The Gross
Profit Margin increased from 25% in 1986 to 35% in 1987.
The Net Profit Margin increased from 1.0% to 2.0%. The

rate of return on Invectment remained at 1.0%.

PUSPETA KLATEN: FINANCIAL VIABILITY ASSESSMENT

PUSPETA Klaten has experienced impressive growth
in sales and earnings over the past three years while
undertaking diversification into several newly created
operations. fales during the last three years have
increaced at an average rate of approximately 29% per annum
and are forecasted to increase a healthy 65% in 1987 over
1986. The current year will also be the first that Klaten
accrues a cignificant level of earnings, estimated to
exceed Rp. 100 million. This comes after a breakeven year

of 1986 and a negative bottom line in 1985.
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A review of the level of fixed and overhead costs
built into the PUSPETA Klaten operation and typically
realized gross margins indicate @ breakeven level of sales
occuring roughly at Rp. 3 billion per annum. 1987 will be
the first vear these levels are realized and substantially
exceeded. Significant annual fixed overhead includes
equipment, building and vehicle depreciation expenses of
Rp. 45 million, salaries of Rp. 80 million, ang interest

costs of Rp. 60 million.

In attempting to forecast the future viability of
PUSPETA FKlaten, one must review the reasons for the 1large
increase in profitability of 1987 over 1986, The team
noted the following:
The approuimete 60% incirease in salesg revenues helped
greatly to offset fixed costs necessitating an

approximate breakeven level of sales of Rp. 3 billion.

The introduction of several new activities, products,
and customevs during the year.

Better control by management over operations including
the reduction of operating expenses, greater internal
financial control, and greater integrity in receivables
management.
The receipt of a management fee of 4% of sales of the
furniture cperation; as well as the realization of
income from the shares held in the furniture company.
The PUSPETA FKlaten operation has prepared
financial pProjections including cash flows, balance sheets
and income statements for the next 15 Years based upon

working capital avallability from Title I resources and

operational levels the team believes attainable once
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sufficient capital is disbursed. The plan, assuming terms
already negotiated with *he Department of Finance for the
Title I working capital loan, will maintain a reasonable
level of net profitability over the duration of the project

and enable repayment of interest and principal.

The plan appears fairly conservative and projects
sales and grocs maérgin levels not much in excess of those
achieved in 1987. In view of the growth of thao previous
year with much lecs capital, the project should have little
difficulty in enceeding thuce targets, which already enable

viable opera*ional levels,

Perhaps at greatest risk to the organization is
the loss of a portion of its animal concentrate feed
business due to the poscible establizhment of an in-house
feedmill at the PT NAA dairy venture-the project's largect
customer. However, sensitivity analysis at forecasted
levels 1lecsg these revenues still maintain profitability,
This is mainly due the project's forecasted derrease in
cales to the venture after vear three within the financial
projections and their corresponding increase in local beef

and poultry feed operations.

Revenues in other operations appear secure over
the long term. When viewing other major income producing
activities, PUSPETA's milk, sugar and corn forage
operations should maintain at least their current level of

revenue generation over the long term, while
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several look attractive while others still require a long

learning curve.

The first year of operation has seen steady
increases in sales within the seasonally based rice input
supply and output marketing operations. Sales of 1987's
third quarter, *he lact operational and firest seasonally
comparative, were 60% higher than that of 10986'g third
quarter and occured during a period the team wacs told
included a failed rice aarvest. Major increases were made

. in the tractor and fertilizer distribution busirecses.

Such  ZIacreases in revenue should be maintained
over the next several operational quarters for =several
reasons. Firstly, the impending harvest looks to be
large, and through efferts at PUSPETA logistical
mobilization witnessed by the team, the 1level of rice
marketed and milled over the previcus harvest should at
least double. PUSPETA dominance in the district's
fertilizer bucsinese should continue and even increase as
the KUDs continue to become a more efficient marketing
network. Pesticides and herbicides sales levels will also
undoubtedly incresase as the distribution license previously

revoked by P.T, Pertani hac now been restored.

Additionally, diversified operations begun in
October, 1987 should begin to pay off in the coming months.

October was the first month where the project (1) sold

101



shrimp fry to local farmers in coordination with the BRI;
(Z) procured and marketed rat*an poles; and, (3) sold sugar
within the Luwu market. All the above, on an albeit low
initial level, were done on a profitable basis and all have

a much larger existing market to cater to.

In view of the above, the PUSPETA Luwu should be
able to achieve revenue levels and corresponding margins as
detailed within <the 15 year financial projectionsg appended.
As per the projections, the PUSPETA Luwu will realize
profitable operations in its next vear when one acssunes
disbursemeﬁt of working capital from Title I occurs over
the next few months. When however salary suﬁsidies are
discounted from the vear's income, the bottom line will be
marginally negative. Dependency upon partial salary
subsidy will however be eliminated bty the next year as

mérgins will exceed the reduced level of subsidy provided.

The long term outlook for most of the operations
aprpears positive. Although the rice sector's acssociated
input and cutput businesses will level off early in the
project, the potentizl for the divercified operations are
great. ke earlier described, the rattan activity =hould

rosper with the ban or pole exports coming into effect in

19€2 and the project being cne of the very few pole

procescing operations directly integrated to furniture

production bucinesses. The shrimp fry sales and production

market opperzunities cseem great when taking into account
1

te of the production paclkage developed and the

the resu

102



vast amount of brackishwater ponds in the area utilizing
extremely 1low production technclogy. A continuation of
credit financing from the BRI could quickly accelerate the
rate of farmer adaptation and greztly reduce PUSPETA

financial risk in encouraging farmer participation.

The cocoa operation once workable should also be
of substantial volume as <he recently »planted 17,000
heccares of small farmer plots will be coming into
production soon without an alternative efficient market and
processing system. Finally, the results of intencified
secondary crop production within the initial hybrid corn
program and the potential of doubling soybean yields on the
large transmigration farmer land holdings should provide a
significant opportunity for increased project incomes Zfrom

both selling improved inputs and increased production.

With the existing margins and achievable levels
of businecs planned in the appended financial projections,
the project breakeven level of sales revenues will oeacur at
approximately Rp. 2.5 billion per annum and occur late
within the coming year once the Title I working capital is

disbursed.

In evaluation of the PUSPETA Luwu leverage
ratios, although nedium term debt seems excessive relative
to liquid assets, none of the existing payables will be due
without corresponding refinancing ac earlier described,

With maintenance of current margins as planned for in the
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15 year financial projections and also maintenance of
current receivables policies, PUSPETA Luwu should afford
the scheduled payment cof interest and principal for the
Title I loan's <zonditions while having regenerated

sufficient captial for perpetual operations.
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5. NATIONAL COOPERATIVE IMPACT AND IMPLICATIONS

The impact of the CAEDP upon national level
cooperative operations has by the second vear of the
program been felt in a variety of ways and at numerous
locations within Indonesia. Due to the innovative approach
taken by the project, it's GOI management has been placed
under the supervision of the Head of the Cooperative
Research and Development Agency within the Department of
Cooperatives. In the first menth of the procject's
implementation, a Minicterial Decree established a national
level CAEDP Steering Committee specifically to cater to the
project's oversight and supervicsion. On the committee sit
the Department's three Director Generals, the head of the
Department's Planning Bureau, and several other officials

from the Department's Inspectorate and Secretariat General.

Since the Steering Committee's establishment, the
Department has placed responcibility for the implementation
cf <ceveral other priority operations within the CAEDP's
project management through its Project Management Unit

{PMU, which concists of <he NCEL representative, the CAEDP

16}

Project Development Officer and the Department's Foreign
Project Coordinator) under the Steering Committee. These

activities, described earlisr in the report's Section

2.2.4, have included management znd marketing accistance to
the National Federation of Rurzl Cooperatives (INKUD), the
Provincia Cooperative Federation of Bali (varilla), the

Provincial Cooperative Federation of Central Java
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(furniture and rice seed production management), and in
relationships and ventures with several private sector
firms. The Department cees the project as an important
example in both testing the viability of joint private
sector-cooperative ventures with management participation
by the cooperative partner and in demonstrating to other
cooperatives the ability to produce and undertake

international businecss trarncsactions.

A second impact evidenced by the CAEDP
implementztion is replicztion by other donor agencies
together with the Department of Cooperatives in other areas
of Indonecia. The replication usually concists of the
ecstablishment of a pre-secondary cooperative organization

istrict level involved in autonomous businecss

jo )

at a

operatiocns. These include:

The ecstabtlishment of PUSPETA Kutai in East FYalimantan
by a German Government aid program wnich actually after
ctudying *the project at length, recruited a DPUSPETA
Klaten employee to replicate and manage the project.

The establichment of € in the rovinces of South
Sumatera zand Jambi finznced by the World Bank and the
GOI.

The <frequent

organizations

S Yy ©f the project by foreign donor
3 ¥
request of the Dep

ol
the process of project design :t the
artment of Cooperatives.

The procject has additionzll undertaken pilot
activities prior to *heir inception on a larger scale. The
Luwu organization wac the first non-provincial level

Cooperative to directly procure fertilizer on a cash basis
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without going through the provincial cooperatives. This
system has now been implemented in nearly every district of
Indonesia where selected FUDs can buy fertilizer diréctly
on a cach bacis. The program has both raiced the portion
of fertilizer haudled by cooperatives and almost reducea to
nothing the outstanding fertilizer debt of the cooperative

sector.

PUSPETA Klaten and more recently PUSPETA  Luwu

~

have for the past yeer procured sugar directly from BULOG

ty

without again geing  through zhe provincial level
cooperatives. Evaluetion of this system will hopefully
also grove that a decentralized method of sugar
distribution 1211 provide greater efficiency to the

Ccooperative movement.

Perhaps however the most important policy impact
of the project will pe the long term final judcement of the
validity of locataing secondary cooperative organizations at
below the provincial level. What is clearly evident to the
Department of Cooperatives is that exlsting st zondary level
Cooperative organications at the provincial level have both
fziled to orerate socivently even with huge 301 subsidy and
Lhave zalco irpacted little upon thelr primary cooperative
constituency, oletrict, or multi-district level
secondariec, could te +he cclution, and indeed, the CREDP
has at least demoncstratad PUSPETA zbility to operate viably

end have

wn

reater impatt Upor 1te primary cooperatives, It

however hac not yet done so without projact *echnical
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dceistance or under the direct polic, guidance of a non-

governmentally influenced locezl board of directors.

Such will be the most impertant input to national
policy once the cecondaries are ectabliched, the TABs dJre
phased out by local cooperative management, and
governmental influence is graduzlly decreased. It will be
then that <the model's degree of replicability can be

accurately ascecsed.

ssue of replicability particular

p-

Cftentimes, the
to the CAEDP model ic questioned due the invectment of GOI

and AID funds in <he PUSPETAs. Upcn examinaticn however =of

]
ct

the vacgt amount cf financial inputs provided to existi

fo
Q

PUCKUDc threugh commodity allocations znd fees from primary
Cooperatives, the financec already spent in equipping each
district in Infonesia wi-h 0ffices and lznd under the PPX
progrem, the Zdegree c<f FUD cap.telication within the
Indonecian cooperztive bank, and the amount of operational

v

excess of a

(@
mn
g
t1
+3
e
[
=

divercification underteken by P

brealeven district level Operztion, the question of

ios



6.1

6. LESSONS LEARNED

VIAERILITY OF JOINT PRIVATE SECTdR/COOPERATIVE WORKING
RELATIONSHIPS

The project, at the encouragement of the
Department of Cooperatives, hacs entered into several
working relationships on an experimental basis with both
the 1Indonesian and foreign private cector. Some have

involved joint investments where PUSPETA has taken equity,

}-2

and others wunder coatractua

(0]

relationships. recent GOI pclicies have encouraged such
relationchips, contrary to previous policies, zand PUSPZTA
is szeen bhv the Department of Cooperatives as a pilot in

(9]

demonstrating apprcaches for coperatives working with *he
private cector. Their current activities in furniture and
crop production have demonstrated the mutual benefits both
sectors can realize through joint opecrations. Further
experimentation on these lineg (such as the PUSPETAs' plans
in the areas of rattan manufacturing, cocoa
processing/enport, food production/ procesecing, etc) should
be encouraged.
DIVERCIFICATION FROM GOVERNMENT SPONSORED ACTIVITIES
NEZCZESKEY FPOR LONG TEREM PROJECT VIABILITY

A large portion of government cooperative
activit:es thz+ +he preject irnitially depended upon for its
revenues have been erther removed due to their
discontznua“:on by government or the:ir aceumption by

another ent.:y through government decree. Such have

[
o
0



included <the TRI fertilizer distribution, BIMALS credit
input, and Lappo-Lce credit program previoucly run during

earlier implementation phaces.

the Klaten or Luwu projects
Such experiences hzve bheen financially traumatic for =he

organicz-tions, and their current emphasis upcen implementing

upon normzl economic znd market forces will remove most  of
the zhove =rizlk. The PUSPETZ:s zhould czontinue +o play
important roles in  implementing rricrity goveramsnt

programe out reduce *their finzncial dependence upcn  their

implementation and, as guickly as fezcible, prepare 1loz:zl
KlDe for +the sfsumption cf thece operations.

Additionally, the ©PUSPETAs =should, in most
activities, prepare the FUDe and their kelompolks Lo acsume

the mazimum zmount of operationeal responsibility within the
cshortest time poscible while concentrating their managerial
and Iinancizl resources in providing services requiring

figher level ecoromies of scale to support those

SUBSTENTIARL AND  LENGTHY RESEARCH NECECSSARY PRIOR LARGE

SCRLE  IMPLEMINTLTION OF NEW ZoOROMIC KCTIVITIES ON  THE
FLEMER LEVIL

Througl several activit-es implencr*ed during the
PUEPETL: Flzten and  Luw. -nztial phases, it can be

concluded <that inadequate recearch  and development was

conducted prizr to their inm lementation &t <the farmer
level Fltnocugh  initizlly zome activities osperzted



profitably, various unforcsen ricks rendered the cperations

rt

not viable on a long term bacis. Recent activitiec,

and

ct

esperially <those with a level of high technical inpu
local adaptation requirements (csuch ag the aguaculture znd
spice production operations) should ccntinue their lengthy
research z.ud development phaces until proven pricr to wide
farmer adaptation. Thisg ‘e essential, even at the cost of

delaving prciecss implementation scheduling.

y

VER THE GRANTING 2
NTIRL TO LONG TERM F

t1 O

OTH XUDS AND
L

<
o~

The previous implementation rhases of both the

PUSPETLs [Klaten and Luwu have illuztrated the cdanger cf

overly libereal cooperative credit policies. Both
orgarizzticone have in tre PEET accumulated a cizzble amount
vf bad debt for KUDs and non-KUDs. 2lthough neither

orgarniczztion was totelly at fault for these bad debt

distributor of creg:is inputs to farners under the Lappo-Lse

Erogram), it has been extremely important that both have
Tightened <heir credit pclicies even at the cf
redusting szles 0 below Lreazleven legvels, perhaps
sazcriilcing helr rosle in Important governament rograme,

The PUSPETLs chould vigorously maintain prudently

giringent credit policiec zs a riority to incure its long
p
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term csclvency. As & government project and  cooper:
serving mostl the poor, this will be a difficult
challenge. However, in view of pact experience ard the

current insolvent position of mest cecondary cooperatives

th

due to bad debt, this will be major actor in *he

[¢V)

project's eventual outcone.

The Depzariment of Cooperatives (through its
admilecicn o  =zhe evaluztion team) hzasg learned + rousgh
recent and =cmewhat repetitivs gxnperience that the
succeseivl  and widespreszd replication of any cooperativs

dozcmed <o eventuzl Fzilurs, In a country with csuch extreme
culturszl, s=Cconomic and demographic diverzity, the

and programes within the prcject's framewori. When found
workable, =cseverzl aspects of the model can be takzn from
the prciect and aprlied +o cooperative organizetione in
other zreze of Indonezia and urday ClzZerling economic and
Zoclal Clrcumstancec.

The main element cf the model is the
ggizrlichment of & gecondary cooperztive organization at
the <diztrict rather than <he rovincial level and i<s
provicion v2th minegerial  and financial autonomy to

Amplement huciness operatione outcide *he purview of normal



governmental <cooperative activitisg, Ths experience with
PUSKUDs at the provincizl level and their inability +to
serve the requirements cf the majority of their
numerous and citen renmote Primary coopera

demonstrated the necescity of an evelving

secondary cooperatives at lower than the crovincizl
{involving either one or several districts). However, +the
Department cf Cooperztives correctily realizes that great

discretion needs to be enercical in the formulztion of

nationsa cocperative clizies on zhie csubkject. Once
eilperienced through the PUSPEZTA organiczations, “he

Department will be zble *o more gccurately zecsecss both  zhe
.

Other elements less <cignificant in national
policy implication have bheen <ested by the project, znd <o
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These include mzinl
inputs and consumption goods znd “hs establishment 2f joint
private csector/cooperztive crtities zg dezcribed carlisr,

It itz however “0o0 early in <he Froject's implementztion <o
4 r

conclude <the degree of 1tg widecprezd replicerility.y
especially <cince it's eventuzl trganizaticnal stiructures,
as planned for in the projeczt égreements, z£ a cecondzry

cooperative boly will enly be rszlized in  <he coming

months.
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EXAMPLES OF ZPEC
KLATEN, LE S

The following examples of fzilurec originated

from the previous project.

In 1984, PUSPETA <cstarted an egyg marketing

operation that invelved purc zsing eggs from local poultry

farmers through their KUDs ang marketing them to a private
comgany n Jakzarta. The activity became substantizl in
velume zand within cne ear PUSTEITA marketed over 20 <ons of

weelly consignment bzsic Srzrantesing cthz private
company's payment was a land certificate locat=2 in
Jakerta, Upon one delivery of eggs after one vyezr of
activity, the Jzkar-s company went bankrupt and 1lef+ the
Project with two weekly payments unpeid. SUSPETA Riaten is

still in court attempting to receive and sell the rights to

the property hvpotheczted by the Jzkarza comnany.

Lesson Learned/Rction ™Maken:

(1) PUSPLTA Bozard greatly tightened up the control on “he
provicion of credit o Lon-cooperactives by +the PUSpET
manzgement;

() Only zllcowed <he grovicion <cf credit t0o non-
codoperetiver Ior the sele of cooperztive produced producte
and only ‘o lzarge Frivate firms with good finan-ci:zi
reputzticne.
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€.6.2 GERRMENT MINUFZLCTURTNG

PUSFETA in late 1983 started working with two
garment expcrters in the production of handmade embroidered
garments. For the first two vears, the activity was quite
successiul in that orders were fluent, =zll invelved

profited, and azlthough initially 30 workers tr.ined to

ol 1. -~ hd “ <z IR R -~ -~ o -

120 werkers., In roz¢ nowever, the market for embroidered
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zdditionz? tustomers  were  fournd Icr nen-embreoidered
garments, ©PUZFLTA  Zound itzelf withour export gquocta for
such  <types, and, the worlere were <razinsd only for
embreidery  and  the machines were 2lso adjusted only for

(2) Rl trained ¢  that they czould
Er embrcidersd garmente:

) Th was ncrezzed and ths  velume
ohd Tz Wiz proporTionally
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Project Management Unit have decided %o combine ~he
PUSPETAs Boyclzli and Klaten and are ctrongly concsidering
dropping Malang as a project location. With *the amount of
funding available to the project from Title I funds znd zhe
limited amount of time available even if zdditionzl funding
sources were somehow sgecured, the CAEDP? chould not concider

further implementing the project in Mzlzng znd  concentrate

the project's limized resources upcn the Klzten, Luwu and
Boyelali leocations. Implemenzztion in ¥alang would however
bhe viable 1f criginelly plzanned funding levels and
timeframes could e rezli-ed. Alternztive bhudgets have

heen rrepared by <ha project which pruden:tly p

utilization of remazining Title I apd Title II funds in the
Flzten, Boyclali and Luwu locationes Thece plancs chould be

finalized by the project management and submitied to USAID

for normzl amendment of the project's implementetion plan.

THE TRANSITION FROM CURRENT DROJECT MZNAGEMENT STRUCTURE TO
SECORDARY COQZERATIVE STATUS SHOULD EBE VERY CAREFULLY BAEND
CREDURALLY UNDERTAKEN SO AS TO INSURE MRINTENANCE OF
EXISTING PRCIZCT ACHIEVEMENTS

The PUSPETELe Klaten and Luwu have devaloped into
nuotimillicn dzllar  buciness entities with technically
complex management, 2dministrative znd nDperztional
regulremsnzs and rrevious sukctantizl techniceal =ascsistance
input to enicting management. Steps chould be tzken to
inzure tcthat
la) The future PUSPETA boards of directors represent a
trozd bazse 0f the cooperaztive member clientele that benefit



from PUSPETA cervicec ©o zs %o incure continued priority 1ic
placed vupon activities which are compatible with the
objectives of the project. Acg is always a risk in rurzl
cooperatives, much will initi ially have to be dcne to incure
&gainct <the most powerful rural pecople <capturing the
majority cf economic benefits from PUSPETL:s! act:v:*ies for

(b) The future boardcs understand and undertzle their
primery function of providing policy decicion-maliing
authority to the maznagement and not to assume day to day
operztionzl functione so ac to insure the continuaztion of
activities under existing qualifisgd management.

(¢} Previcions must  be made o carefully fcllow, eac
stipulztsd within +the Ti'e Appendin E, the plan for
continued, albeis substantizlly limited, involvemsnt cf the
Preject Manzgement Un:t and CAEDP Steering Committee in +he
detlzion-making process ¢f <he PUSPETEs once they azre mace
seconiary cocperative organizations The guzding principle
Icr sfuch invelvement and policy intervention cshould remain
"ag lizsle zc pogsikle, as much as necesgsary"

Recommendzticne on the question of the degree of
operztionzl independence <that cho uld be expected of <=hs
eventusllv functioning PUSPETL busin s entitiss within
Indonesziza's Cooperztive cstructur involves judgements
Sppreorriztely the prerogztive of the Government. It 1is
however important nct <o prematurely overestimazte +he
shllivy of hese Wlv crezted iInetititions o survive
sc:nomically 3q ong haul This does not reflect
ghortcominge <l as the achievements of both
PUSPETAs have bee at, to date; but rather, the
realizaticn of =zhe .y ture of its agriculturally hased
bucinscees and its er necesegity to serve the poor and
thelr sfonomicelly  weael Cooperative organizations. 7o
consider a complete withdrawl of CAEDD Steerin Committee,
PMU  and TAB inpu% &t this time could undo much of the
subtantizl progrecs achieved *o date.

On the other hand, if +hzce are *o become <truly
Y Couperatives worliing zs agents cf +he KUDe, <the
process c¢i <trancformation needs <o get underway early.

ected by the KUDs neesd to accume

thelr duties while zhere ic s+il1l sufficient time for <he
TAB's 0 monitor, supervise and, where necessary veto
thelr actions, zg “hey get the necescary in-service
training to direct the 2UZDPETLE.
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SCOPE OF WORF,

Elements of the BEvzluztion
It hz2e been recognized
tha this evaluztion ic

CLEDP EVLLUZLTION TERM

and 1s Dbeing conducted zhezd of schedule. Thus,
agreed, <thic exercice ig scheduled to begin by *the
weel cf Octoher, 1087 Its ccope of work will

the fcllowing elemencec:

- to develop the cooperati
agriculturzl products and me
- to replizcate and internc
the PUSPETE zn2 rec crcjeces

- &n examinziiocn cf b
cf Dbeing accrusd to individ
2.e., &) number <cf jobs
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of cubsidy(iec) involved {zf any) and their nr.ure 1in

a1

establiching n  enterpricge; how long do +the cubs:dies

continue; are there opportunity coztc involved and, if so,

Evaluztion Tazm Mambrorce
Y —_-" ~ Fah P, . - . - .
1. Ruszel C. Clson, Agriculsural sconomict, Team Leader
o] - - -
2. Prcf. Sudjitc, Rural Scclolcgist
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Appendix B.3

Title IT Budgot and Ixpenditures: January i, 1966 - June 30, 1987

Currency Lxpenditures

I
[&
[
I
I

EXPENDITURE H REMRINING PERCENT
CATLGORY Alcunt 70 DAT EQUIVALLINT DULGLT LXPLUDED

rr

1. PERSOMNLL coupgnenTIONn $284,500.00 111,047,210 £80,041.04 £203,858. 96 283
2. LOTAL CONSULTANTC £4E,000.0C £2.684,22¢ £27,9€3.72 £10,01¢.2¢8 79%
4. TRAVIL L ALLIMANCIE £290§6,7¢8C.808 Ta,083,2:8 £55,072.54 L4 ,€2€ 66 1Bs

4. CTHLR [IRICT CoSTE

TCTRLS s€17,000.

BUDGITEL CXPENSES RENATINING

P
ANCUNT (<) TS LATL (g BULGET (¢ LAPENDLD

1. Tetas Salaries 767,00¢C 222,288 564,211 275
2. Fring. benet:te 166,500 £7.547 13,853 288
I. Travel L Transpore 139,000 21,892 $7,108 10y

4. Rliowante 18E,000 58,547 129,453 31y

£. Other Direct Zost 10,000 11,408 -1,408

¢ Overnead 524,200 145,615 37e,5€e5 28%

7. Comnodities ¢ Iquipment 0 2,369 -1,369

. venerel Adrinietration 3e,700 1C,781¢ 27,949 2635
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Appandin C.1.

Caish Flowm Frojection,

Atsamptiony Voluma

W I - v T TR R 0 R % Y R S e -

N1,

UVolusma of Salas / Ravenuas
Puspats Klaten Boyol alj

of Ratvenuns 8 Sales

DESCRIFTION

Snlas of

UNIT 1

W T R w28 T W W e A Tz e 2 o B

TON

s Frojection for 1988 - 2002

Balanca Shaeat and Incomae Staterment for Puspata Klatan

& Doyolali

Torr 1988 -

1. 1,900 1,29% 2,895 2,199 2,2a°
2. Srlaexr of Mille THOUSRND LTR 2,005 2,205 2,316 2,432 2,553
. Salex of Fruit v Yegetablas / Spicas MILLION RF. a8 %8 59 a3z 1AAQ
a. Salas of Silagqa / Foddaer TON c.nan 15,000 12 ,.90a 18,450 18,711
=. Sales of Ferktilizar TON 3,2pa 2,360 3,528 3,784 z,89n
[ Salax of Cattlae cou an 1883 279 35N I
T Salesr of Livastocl Fead TON & ,32A F,B1A 13,357 G ,55A
a. Snles of Suq e TON 1,550 1,880 1,800 1,800
Q. Salas of MHeatbirds CHICKEN s, an0 109,800 12,00 1498 ,7an
19 HFT Rerxrsrch 8 Dau. Revenuas THOUSAND RFP. 80,360 80,30 <9, 188 3]
11. Equipmant Fental Reuvenues HILLION RP. 24 24 24 12
12. Tr-ansport Seruvice Ravenuas HILLION RP. x5 65 T £
13. Sead Froduction Revanues THOUSAND RP 4Z,5%50 20 ,Aan0a 21,908 2T ,153
14, Fertilizer Discount Reuvenuas THOUSRAMND RP 1,A8A 5,040 5,292 S.834
13. Hanagemant Fea Income SILLIOHN RP, 3o 33 “12 51
16 . Dividend from Shara Appraci atiomn MILLION RP. za 135 a7 52
17. Garmant Sartvica Revanuas THQUSAMD RF. <A, 000 53,2an 56,%58a SS9, -149
189, Salex of Day 01d Chicks THOUS. DOocC 52 104 156 29
19. Salax of Fish TOH 32 33 50 50
29. Salax of Complate Feed TON 2,288 2,865 2,865 1,684




Assunptions Voluwe of Ravenuas & Salex Ccont.)

NO. YERR YERR

1. 2,425 2,546
2. 2,681 2,815
3. 119 143
“. 19,384 19,859
s. 4,080 4,080
6. 360 Ien
7. 4,520 4,59
a. 1,808 1,800
a. 148,800 148,000
10. 2] a
11. 12 12
12. e 41
13. 24,210 25,526
14. 6,008 6,680
13. 56 62
16. 1] 57
17. 68,930 62,454
18. 2086 2a8
19. 6a ca
28, 1,608 1,608

2,673
2,956
158
20,365
4,000
36m
4,500
1,800
149,088

2,800 2,869 2,806 2,n0a
3,251 3,576 3,934 3,950
173 191 218 231
20,874 21,396 21,931 22,480
4,008 4,088 4,a8n 4,080
368 1Y) 366 Ien
4,5an 4,580 4,%8R 4,780
1,800 1,800 1,700 1,maa
149,000 149,000 140,008 148,088
a a a a

12 12 12 12

a3 a4 4as e
28,142 29,549 31,a27 32,57a
6,00n 6,800 &,000R &.080
TS 83 91 1an

63 66 A T3
65,615 67,256 68,937 TR, RE1
208 208 2ea 2ea

680 ] ] Y]
1,608 1,6an 1,600 1,600

2,809 2,808 2,800
3,958 3,950 3,95A
254 27 a7
23,942 23,618 24,2688
<, 353 <,Aan0 A, maa
z6A %60 368
<,5an 4,70R 4,580
1,880 1,880 1,800
142,080 198,080 148,008
a a a

12 12 12

4ar <8 a9
I4a,2a7 IS, 917 IT,TIR
6,000 GG 6,800
11@ 121 1=3

ok ai as
v2,427 71,228 76,0734
2a8 2aa 208

Y] ] ;]
1,680 1,608 1,608



Appendin C.2. Cash Flow FProjections 1988 - 2pp2
Puspata Klaten & Boyolali

Cash Flow Frojaction CRF. B8AA)
--—-----n----n-~nun----n-----n—-------—-----------—--—-------------------n-n—---n--n----n--------—n‘-----------------
Ho . ACCOUNT DESCRIFPTIOM YEAR YEAR YERR YERR ‘EAR YERR

a 1 2 3 -1 -

1. Beqinning Liquid Bal ance Sr,9va 60,53x1 45,993 25,523 368,356
S
2. Inflows
. Snlas of Fica 6&v8, 3AqQ v12.,21% T1? ,025
S. Salar of Mill BR2,an2 842,912 £035,8R9
6. Sales of Fruit / Ua tables / Spices Sv,6RA 69,120 82,911
T Saleas of Corn Silag S1a,ana 512,808 627,380
A . Salas of Fertilirar IO, 7o 189,248 429,710
9. Sales of Cattlae 111,750 212,625 283,506
19. Salas of Litastock Fead 2,180,%60  2,34a.7A4 2,057,549 1,448,984
11. Sales of Suqsr- 1,235, . 210 1,235,008 1,0335,e30 1,83%,080
12. Sales of Meatbirds 165, a00 198 008 231,800 2%1,a80
13, Reviarnue from HPI “4a,12a x] x]
14. Equipment Rental Raevanies 2<1,80a 12,000 12,08Q
13, Transport Seruvice Raveanuas 36,77 37,691 28,633
18, Selas from Sasd 21,890 22,050 2T .15
17, Fer-tiliraer Discount Reuvenuaeas T.292 5,557 T,83«
18, Nanagernant Fea Yrncome 42,358 5,585 51,2449
19. D end Favan:.s T.250 19,613 52,093
I3, Griwzrt Sarvice Favendaes T5,5A8 7,995 59,449
21. Selwr Freo Oay Cld Chick 7’8 ,Qn8 184,000 194,000
22. Sxler ¢ Fish 37,3588 15,880 4% ,08n0
<3. lar ~f Complato Feed Rl 280,550 118,37 112,39A
<4, -eave (Eocre)(i) in Stneck ~-1<i53,aa0 —-28A ,808 28,800 va,n08
21 Loan from F1 <489 Titlae I 19aaa9n 272,000
20, Ilncernara ~ (Decresrad Aeccount Recaiusblae -118,A008 -9% .027a <40 ,0an n
27. Interest Itcome 12,9 14,868 14,06 14, A5
28. Total Inflowus 1980009 Ssy1ve,na7 7,261,268 6,975,853 6,486,525
29. Oued) ons
ELS Purcahaes of Unhulled Rica 29 524, 198 550, 430 SrT.e2n
31, Furchasea of Rice are 137,321 142,887 143,191
T2. Purchare of Milk s B2 AR TG 843,833 AR2 ,Are
33, Furchasa Vegatablas Frait ~ Spicas « 1410 4-1,928 53,914 6,67
J4. Furcharae «f Cormn Silaga Sna S2an, 208 533,205 536,535
3. Purchare of Fartilizer 118 394,924 414,671 435 ,«10q
35, Production Cost Cakblae B 178,625 14
37. Production Coxt Livertock Feed Q290 2,37v%,186 )
3. FPurchase of Sugar , vAS 6, TAS a
= N Froduction Cosk Hoatbirds aiata 189 ,A9 a
9. Cost of Rusearch A D.Unlopn.nt SH,2m2 28,126
1. Cosxt of Equipment Ranktal ana <,800
“<Z. Cost of Transpeort Servi-a a5 21,3A%5
<43, Purchasa of Saed [x] 17,228
4. Cost of Garment Service a 39,9499
3. Furchare of Day Old Chicks [ °1,214
“16 . Fur-chasa of Fish 20,993 2 31,988
7. Frod. Cost of Completa Faed 112,856 1 2 179,4na
“13. Salling & Oi ste-ibution Ervpanses V6,364 1 1 167,559
9. Ganeral Enpenszes 88,365 1 - 145 633
S0, Adrinirkraticon 8 OQuarhead Evpansas 127v,849% 1 29 143,6%51
S51. Invartrant in sharas IB,008
S52. Repayment Title 117 22,7563 57 ,8a0 a
53. Rapargrent DDI Cradit 87,451
4. Rapajment Title I
i I Investmant in Building / Land 138 ,R88
5. Incastrment in Equipraent + Vahiclae ra,acn Ag,Ren
57 Intarest Income 195,130 68,008 TA,nn0 7a,a00 Te,8P0
a1 8 S,0-13 T,281,238 5,633,818
e L] 25,523 368,358 Q8,270
R O 0 0 ) e e e 0 o e e e
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Lash Flow Froje:
W ———— 7y -

HO . YERR

1. aBa, 20
2.
3.
1. RO, a7
. ER- R |
5. 119,13
T AT AN
. 15,00
. J8X, S0
19. Qe a0
11, 1,235 ,an
12. 231,90
13.
14, 12,00
13. 33,39
16. 24,31t
V. [ N}
18. e, 3In
19, Ta,693
<8, 6N ,9z2
1. 189,20
2. ]
3. 2
24, <10, A0
3.
26,
S0 . 141,26
2

29.
ECN sRR A
EZ O 158, 57
T2, [27 @2
33, 8% &n
4. ss0, 19
EL FERNRS
36. 238, 11
T7. 8ss 2%
28, 967N
3. 22n,6n
19
1. 2,400
42 T3 2%
3. 19,934
EEN q2.@32
as. 94,352
6. 1,.90%
az. 95,200
“9 187,77
49, 110,71
sa. 171,091
S1.
=2.
53,
=4, 215,808
=1,
s,

7. es . 0RG

]
2

-y
i

X
L

®
-1

S
03,

a2
0
]

DD DD gD
A

-

L ST]

A
-

AN

e

DDLIDDTD GDD

| s
Ne LD AR
SHOR AN~ A AG

DD D

1210 &

L
B R

DARPDIL I NL-;

NGDR LA Dee P

PO A

693,692 TES,91%

952,080
1,437, /8
307,235
823,072

84,000

22X ,man 283,380
290,00 998, /AR
A3S,aa0 B3,
271,000 231,P8
(3}
12,4300 12
11,609 49
TS L,AND ki
s ,nnAQ &
sq,ons ix2
&a,nnn =33
1,11 )
104,000 1a4
as,.0anR as
112,700 112
-X2,0a8n 2,080 ~-1%
-2/, 00N -3e,n0n - X1,2a0 -3X5,000 -1, 080
14,892 15,2080 Ta0Ben g, 100

669,011 TRA, aT2 Taa, 672 JAT2 TRA,ATZ TAR AT G
172,700 180 aan 100, BEA saen 109, ARG 180,886 180,820
N22,640 1,129,249 1,236 zan 23210 1,365,910 1,365,910 365,910
110,382 121,398 133, LT ,T81 177,729 195,513 N
SRR 559 eAX . 273 618, arz LETR L -T-T Y 582,547 ,611
q47 . Ten 447, TER qaar, Tea ,T6a a4, vea 947 ,7TeA L.TeR
238, 14a 2T/, 190 2ze, 140Q , 14n 27a, 140 23/, 1490 140
666,050 REE 2T aee, 2%n L 250 A6, 250 8re 250 250
6, TAS 96 F96 Tas ,TAS 6, TES 996, TES Tas
228,605 »2n 22n, . 60T s BRT 220,605 220,685 Y- Te
a a n a n 2]

2,100 2, 2,480 2,4an a an
22 2 o=, 268,957 27,831 2 za

ara 2 24, 2r,714 2a,a%9 2 25

170 a4 a6, a8, 756 42375 =

L P R EER 1,952 94, Q%2 2
soRs a1, a1, 91,965 41,965 =
2an 5,2 ary, % ,000 35,280 o
sTav 12 987 125, 133,511 137,809 =

T3 118,593 121, 121,598 12%,544 a

k] 203,772 21%, 2an,k96 257,257 4
213,000 215,060 217,000 215,800 215,000 215,804 215 ,0ea 215,080
[0 a0, 2a8 \ ST 25,889 17,200 8,500

617 ,48% =9k ,211 nER,nas 631,31 69X 642 TES, 1% rYR, 431



Appandin C.3. Incore Statarant, Froje

Puspata Klaten / Boyol ali

Frofit B Lossx Projactinn

11.
12.
13.
14.
13,
15.
1v.
19.
19.
2.
21.

22.

A. Ravenuar

Salex =€ Agrieul fural Cormmodi tiax
Sealex of Cattle Faad

Sales fro~ Caktle/ Fish 2 Foul try
Svla=s of Agricoal turasl Inputs
Salex of Consumption Goods
Service Incomae

Fartilirer Djscount Ravanuaesx
Harnagerant Foa Incornae

Dividand Incomae

Intewrest Incora

Total Ravanuas

Evpansas

Coxt of Goods Sold

Gross Frofit / Less

Salling B Distribution Ervpenzasx
Ganaral Evpensas

Adrinistration B Duarhaead Expanzax
Intares+ Evpanxes

Depreci ation Cosk
Bad Dabt Ewnpanzes

ctiens 1988 -~ 2882

1,089,060
1,657,525
81, 19%
414,750
948,750
185,360
1,890
35,080
Z9,n80
19,760

Total Geraral 6 Adrinicstration Erpanxas

Hat Profit / Loss

CPP. 280>
YERAR YEARR
2 3

1,245,988 1,
2,z01,119 3,
1, 185, 3A2 1,
199,760
1,93% 869 1,
195, a4z
5,848
38,589
as,aa0
12,968
5,475,887 7,

5,725,888 &,
748,297

127,9a1
116,824
135,528
78,638
97,533
18,0808

393,375
111,334
369,867
32,248
825,000
157,532
5,292
42,359
7,259
14,868

526,268

745,385
897,803

157,563
146,533
143,651
78,0890
97,533

1,159,879
2,198,934
1,548,589
451,760
1,835,800
187,686
5,557
a5,58%
43,513
14,8¢c8

6,915,053

5,130,677
7O, 176

148, 189
131,982
152,279
79,009
37,533

1,327,732
1,553,292
1,592,844
4rv4,3q8
1,835,809
119,078
5,834
51,244
52,973
14,A50

5,416,525

5,695,389
721,136

128,529
119,298
161,486

8,908

97,533

199,459

565,779

182,428

543,256

247,497

683,874

175,381

134,378

R A D S S Y e e o o G v Ay



Profit B Loss Projection Ccont.d

HO. YERR YERR YEFIF: YERR YEAR YERR YERAR YERR YERR YEAR

1. 1,682,974 1,604,563 1,7%49859 1,833,158 1,872,244 1,987,7¢n 1,947, 134 1,989,325 2,834,381 2,882,307
2. 1,192,808 1,192,000 1,19z 800 1,192,888 1,182,800 1,182,040 1,182,088 1,182,898 1,102,898 1,192,008
3. 1,679,311 1,688,101 1,7324n 331 1,846,215 1,965,256 2,095,432 2,101,300 2,191,380 2,101,308 2,151,700
4. <9A,319 “89,7526 421802 492,132 493,549 9% 927 196,578 428,207 499,517 581,713
Z. 1,835 8008 1,83% aan 1,82%i wa0 1,835,880 1,835,008 1,035,080 1,535,080 1,835,060 1,835,808 1,935,080
5. 112,528 115,843 117°,%1% 120,269 122,965 125, 74m 126,584 131,49a 134,485 137,548
7. 5,800 5,300 £.,1585 %,0080 6,980 6,900 6,700 6,908 6,535 6,808
8. 56,368 62,895 SEL, 23S 5,825 82,5280 98,781 99,859 185,845 120,829 132,912
9. 54,698 57,433 £E1,1390 2, ,n90 58,800 58,000 56,008 58,080 69,006 58,080
19. 14,860 14,368 11,1388 15,6090 16,280 17,830 17,260 17,690 17,848 i8, 180
11. 5,111,251 5,251,639 5,392,996 ©3508,108 6,753,823 6,924,487 6,992,815 7,858,775 7,111,573 7,176,800
12.

13. 5,423,511 5,541,331 5,657,249 5,827,847 3,978,494 6,125,897 ©, 165,125 6,200,753 6,238,517 6,278,593
14, 587,748 712,639 P32i, 1557 750,253 783,419 893,590 820,599 859,021 873,156 898,285
13. 197,778 113,979 11€., 797 126,987 125,971 123,552 133,511 137,889 142,527 147,785
15. 119,741 113,009 112,373 118,543 121,824 123,695 124,648 125,544 126,454 127,418
17. 171,071 181,355 192:,238 293,772 215,9%8 228,958 242,656 257,257 272,593 289,054
18. 85,8808 7,488 6£1,800 59,200 51,509 43,000 Z4,4880 25,809 17,200 8,500
19. 97,533 97 53X 97,533 97,533 97,533 97,533 97,537 7,533 97,533 97,533
28. 12,899 19,000 1£1,000 19,988 18,0090 19,888 16,088 14,880 18,908 18,900
21. 583, 143 592,378 591,651 611,835 621,227 532,739 642,788 653,944 666,417 688,363
22. 184,597 129,261 13%i,00s 149,218 162,152 175,852 185,991 196,878 205,739 217,983

vH---------------------------—----u--—--------------------------------------—-



Appendin C.q.,

Bal ance Shaet Projaction

_--—---—----n-‘n-------—-----n---------------

MO,

DASPXRANN -
.

11.
12.
13.
14.
135.

15.

RCCOUHT DESCRIPTIQM

Azzats

Cash 8 Banle

Invaentoriage

Rccount Racaivablaesx

Uraalized Incomae

Invaztrants

L and

Building

Equiptrmant / Vaehiclae ~ Hachine

Toktal Assats
Liabilitias & Equi ty

Rzcount Pasyablas
Intarest Payables
Unraaslizad liabilities
Depraciation

Bad Dab+ Rezaruve

Capital

Departrant of Cooperatives
Tani Malemur 8 Title I
Accrued Profit / Loss

Balance Shaet, Projactions 1988 - 2p92
Puspeata Klaten / Boyolali

YERR
a3

642,529
239,167
427,992
19,4573
485,957
28,772
358,393
635, 185

YEAR
1

50,531
765,167
537,992

a8, 455
485,957

28,772
390,333
723, 185

Total Liabilitierx 8 Equity

2,855,322 2,e08,322
B 9

2] ]

274,977 372,518

] 18,080

57,979 67,478
786,984 706,984
-225,383 -1249,914
2,889,378  3,p48,372

YEAR
2

45,453
1,219,167
647,992
48,455
aB%,957
28,772
390,393

3,580,334

2,238,322
]

-]

170,044
20,800

67,478
706,964
57,514

YEAR
3

3,935,364

2,258,322
2]

9
567,577
30,888

657,470
796,984
385,011

YEAR
<

358,338
1,479,167
TB2,992
45,455
485,957
28,772
398,393
723,105

4,216,199

2,258,522
a

]

665,111
<2,880

67,4978
796,984

YEAR
S

2,258,322
a

762,649
sa,ea3

3,580,334

3,935,364

4,218,199

4,468,111



Balance Shaet Projaction Cconk.>
—-_--------w-n------_----_-—-------------------------------------n--------------------------_---------------------

NOD. YEAR YEAR YEAR YERR YEAR YERR YERR YEAR YEAR YERR

1. 17,480 68, 195 657,734 617,485 596,211 506,596 531,831 633,642 TES 1T 848,431
2. 1,360,167 1,387,167 1,419,167 1,955,167 1,507,157 1,549,167 1,565, 167 1,577,167 1,594,167 1,569,167
3. TR2,9%2 717,992 743,992 TP9,%92 813,992 847,992 857,992 873,992 291,392 381,992
4. 8,455 A8, 455 48,435 18,455 48,455 18,455 18,455 48,455 48,455 <R, 455
5. 485,957 ans, 57 495,957 485,957 85,957 485,957 485,957 485,957 ans, 957 485,757
5. 28,772 28,772 28,772 28,772 28,772 28,772 28,772 28,772 28,772 28,772
v . 398,393 z30,333 330,393 390,393 390,393 290,393 398,393 398,393 z9n,393 399,393
8. 722,185 723,105 723,185 723,183 723,183 723,183 723,185 723,103 723,105 723, 1035
9. 4,457,241 4,479,934 4,497,575 5539,326 4,594,852 4,662,437 4,740,872 45829,483 4,928,756 5,039,272
1a.

11. 2,843,322 1,613,322 1,398,322 1,163,322 968,322 753,322 338,322 523,322 198,322
12. 2 e 2 ) B ] B a a
13, B B B ) a ] 8 2 n
14. 260,178 57,711 1,855,244 1,152,778 1,258,311 1,347,845 1,445,378 1,592,912 1,649,445 1,737,97a@
15, 68,000 78,608 88,0800 s8,900 189,88 119,888 120,809 139,880 149,880 158,880
16.

17. A7 ,478 67,4979 67,478 67,470 67,4970 657,470 57,470 67,470 67,478 67,970
18. 705,984 T86,904 785,364 705,904 785,984 786,384 796,984 706,984 TE5,504 vH6,934
19, 719,287 839,549 374,555 1,123,772 1,285,965 1,451,616 1,547,718 1,843,795 2,858,535 2,268,518
29. 1,157,291 4,479, 4,497,575 94,539,326 4,594,852 4,662,437 4,748,872 4,829,483 4,328,736 3,839,270

---n-----—------------------------------------—--------------------------------.-----------------—----—--------—----



Appeandin D.1. Voluwe of Sslas / Ravanua + Frojactions for Years 19688 -2082
Puspeta Luwmu

Caxsh Flow Frojection, Balance Shaat and Income Statermeant for Furpeta Lunwu from 1988 - 28082

ASSUNFTION FOR vOLURE IN REVENLIES / SALES

NO.

DESCRIFTION

UNIT 1

1. Salma« of Fice TON 2,580 2,608 2,803 3,008
2. Sales of Coffea TON id 13 i2 13
X. Salmax of Cocoa TON 3a 63 78 Q€
S. Salas of Pesticides TON 24 2n 32 37
. Salesx of Fertilirar TON 3,2an 3,358 3,528 3,7aq
5. Salas of Soyheans TON <R 16 53 61
s Sales of Foul try Fead A Hedicinae TOM ise 1a3 182 296
8. Salas of Sugar TON S8R a9 588 6RR
9. Tunas Fixh Roat Ravanuarx FISH 31,200 62, ,N1008 93,660 93,664
19, HFI Rosearch & QDeir. Favenvas AILLION RP. (3] &5 38 a
11, Traztor Saruvicae Revenuaeas HECTRRE 52% [3e1°} &30 35
12. Transport Revenues AILLION RpP 25 2T 21 1<
13. Sales of Sead THOUSAND RP 2,Aan 2,608 2,608 2,0an
14. Far-tilirer Discount Revaeanues THOUSRND RP 10,888 11,424 11,995 12,595
13, Eatail Consurar Salas AILLION RP (<] 63 (=1 6a
15, Sal ary Subridy RILLINN RP T2 43 22 a
1?. Hor kkshop Revenuas THOUSAMD RP 1 1 1 1
18. Sales of Fry THNUSAND FRY 6,00 a,ana 9,600 18,800
17, Sales of Sheri mp / Figh TON 26 <40 44 =]

¥ These Annual benchmar

ks searve ax the basis fFor pr

Y e . - - - -

ojections in tablas o2,

0OX and D4



1 an s 900 X,nan x,000 2,000
2 19 21 24 on 29 31 xs k4]
x. 1532 191 23A 29A 3°R ey 227 43 1ra S2A
“a. an e 56 13 o1 a1 =13 L1 b1 bt
=. 4,024 4,2 a4, 02 q, 7R 4,94 TL212 I I S, 7Tav 6,a7T4 6,37
6. an X 194 122 141 1411 141 141 141 141
v. 242 2R 292 292 292 292 272 292 292 292
a, sna sAN aag 500 &N non [Y:213) nen “en nan
a, Ax . 500 93,601 33,600 x,600 3,600 X, A0A ?,m00 X, 600 SX,mp0 fX,KAQ
19, a a 5] a a a a a a a
11, SRR avs 130 427 “Ann TS X=a 3%n 350 I=An
12. 1% 13 12 11 10 9 ] v 7 o}
13, 2,aa0 2.8n00 2,000 2,800 2,A0n 2,000 .n0n 2,Aanaq 2,aen o,.ARA
14, 132,886 14,580 13,209 16,07S 15,97A 17,722 1B ,kRA 19,539 Zn,S1A 21,742
15, T an 8- as X °n 1893 18/ 11X 119
16, -] n 1] a a a a a a a
1?. 1 1 1 1 1 1 1 1 1 1
18. 12,800 12,000 12,880 12,0040 12,080 12,An0 12,nan 12,0an 12,080 12 . n8A
19, =8 sq ks ) T es o= 1832 113 124 137



TEEENOIM U.d. Lash FIEa Projections ISHEE = 41 4

Fuspreatas Lumyu

Caeds Y e ryﬂ‘qvj§iﬁ>w CRFE . any
..-_-_-_--_--..-_--_-_-—--_-_—--------—---------------------—--—--..-,--..-.--_.--..__-----n-a-----_-------------------------
T OOTA DESCFRIPTION YEAR YEOLR YEAR YEAR YERR YEAR
a 1 2 = -1 o]
-.-..---..-..-—-—-----_-----------------------—---------------u-------_----.1.-..—----..-----...-.---..--_---_----------------.—--.
1. Bazieing Liquis Hal anca Se,nan 1A nop 1, a2 127,139 S80,9%5¢ 269,976
I+0F1l e
2. Saler n¥ F-a ra1,nan Aazx qun 27 ,uPA w2r,00e
x. Smlasr ~F Fofiam 2R, R X ASA 14,729 49 Q@47
q. Sales ~F Tocoa 12A,%an 19,625 2X3,2%52 294, iR
=. Salas ~4 Fevticides oL a0n a3, R0 1,203 199,949
~. Selae ¢ Faer®tilirar XT2 . ann THI L EAA Q07 an-g 427 ,8mn
T. Sales ~F Togteans SR nan 2 65,137 41,626
a. Salac ~f Wldery Fead A Redicine ol S 1] 3 8,879 O TART
Q, Selae of Suqa- IS, n0n XS4, nen 352,020
19. Tiutra Fieh Boat Fecanue 10,9320 32,70 x2,7en
11, HET Resanrcty 8 0 &5 ,n0n a a
12. Tea-bor Sericicae P12 ] 27 TAan 26,270
171, Tranepoe b Faariias o6 non 18,8 17,6353
14, Sead laibt Feimnu-r L4800 2.80an0 2.1en
17. Fartilirar Discogn Feveues 10, 12,395 13,025
19. Fetail Congimar Salas (LTI 69 ,amn T2,
17. Sal ey Subei Aoy T, 3] L]
19, Uesr e hmp Fecaeanues 1, 1,2an 1,299
19, Salae of Fpoay 21N, xr8,ean |42a . .n0n
29. Salas ~F SBhvimp A Figh 21, SRTTN I1.e2%
1. Iv-renre / (Decreassad in Stock ~2BT, -54,962 34,562
Q2. Lears §rcm Title 1 630,300 2P
271 Irncranre = in Account Racaeivable -X0 3
YR Toibmr @<t . 5]
>3, Tebal Tnflous P
Qubflcue

pur. 3% Furchaca ¢ Unhoilled Rice XA ,A0 A1, 7= aAan o xra “as
Q7. Furchhasea af Fice 268 Q% . 29N ATy X1x,22 ST
s 3N Firchase off Chnffae SA,AIN 31,071 Zq,Pm0 rae
J7T. Furchare af Cacen 197 w0 1T4,m0A 15,1325 1569
3q. Frrrcthinea of Feasticides S, 1A “2,n3) T1,3%8 QT
3. Farchara of Fertilizaer bl ha LY XG2,Ra0 TER (&TH a 110
Xy Furctraece aof Soybteans Do GaASK 28 ,X10 XN, 279 x [P 3
1. Furchase ~f Fogl tr'y Fead & MHedicine ar,s160 S2,X"1 Sr.enR [ Ie3
X4, Fivrethhaeea Sy XX4,570 xXq,7 0 x4, I0 XZ3,520
X3 Samad Prodoactian Cosxst 1ea hiisls] <400 “1nAa
Ta. Tr mz b Operating Cost Q,A35 11,213 11,2132 e 1A <

. ERY P ne “«xiny Cost 2,37, 23,514 ThLA3ID XF,ATA e

- Or qanization Lagt 17,200 12, 7na 20,357 22,027 <

. Cariar al Adwinistrabian Evpansas T.BAn a,120 (a5 )] 9,029 ]

. E‘uildinq Maindsrmancea Evpeanses 2,500 PR Pt

- Mackatbig Evparsasy 62 ,REN TR, 18K TANT TT I 82,1902
2. Trasmaepert Cost 4,550 9,033 3. 6R5 3.217 2.98%
110 Vehhicla Coart 10,004 12,101 12,38 ] 13,342 14,1693
a4, Store / Cold Storaqe Cost S1,00a 33,30 Y&, 208 539,0%3 61,22
3. ot fhop Cost 290 AR 2410 240 < 1A
R ETS Salsry R Usqns Cosxt 81,300 01, TR an, 150 91,67 93 ,32ax
“A7. HPT Pesrmarch A Deos, Cret [2,n0A S2,000 <4,008a o
18, Tiina Boad: Opaeraticm Ccst T2 1-9,A5 1 22,277 22,277 22,277
43, Fry Cost 126,008 175, ann 201 .50 22,000 <52 ,nnA
sa. Farchasa of Sheimp 2 Figh 19, 418 21,3204 23,822 25,875 28,62
S1. Fapayment F1 98A Title II S¢,0nen a
S2. Feprsu~ent of 01d DPI Credit 163,000
s3. Fepaymeant of F1 4900 Title I
S4. Irvestmant in Buil dime: 7 Land 288,000
S53. Inveactmant in Equiptment / Uehicle
ns . Interest Repagyrent
37. Total Outflous
9. Carried Foruserd




Cush Flow Frojea-ticrn fecmmbn rEFLenny

---—------~--—---------—-'--_--—---_-__---“-----n-'------n---------_

NO . YERR YERR YEAR YEAR YEBR YERR YERAR YEAR YEAR YERR
Q

1. 82, A1 TS exx 135, 72% 123,913 as9, 444 “9fn,a74q T3 ana 581,988 627,302 evs,7a2
2. WT.en0 SN -YaT ) S27,ann 927, nan 27,000 927, ann0 a27T,000 927,000 2r,az:a
X, =3 .95> 59, 3ar 63,22 TR R0 As Ao FT,NTI 105,137 115,651 127,216
. TET TET 453,671 sT4,%5879 TeN a5a 889 Ak SUN,PTD 1,851,569 1,1%6.726 1,272,399
=. 120,601 1X9 7eq 1-.8,000 140, a0 140 apn 19 aan 142,900 140,008 1496 ,a00
& 449,2%1 471,714 435,293 R TN STXET £A2,0z% 6*2,141 663, 7aB 696,926
T. av.ave 55 ,a51 63,208 AT 725 ax . Aas 83 aon 63 pgos a3, a9s A3 9%
" ar . 31q 91,A7R 109, 1 100, 7an 100 Fan 1R, 7 a0 100, Pan 180, 74 100, 74n
Q. 354,000 Is4, 000 T4 25,000 354,000 I, 0ae LB -T.T) T4, 000 54,000
10, 22,7kA 32,760 x2 z2,760 2, 7en 22,760 22,760 22,70 32,7en
11, a a n a n a a

12. 25,600 23,750 22 2n,0a8 18,750 17, 5a8 17,589 17, =aa 17,500
1T, 15,353 13,917 12 17,07y I.n4n 8,159 T,343 6,509 5,948
14, 2.ena 2,900 2, 2,000 2,00nA 2,080 2,000 2,088 2,000
1% 13,806 14,500 13 15.a08 17,722 18, <en 19,539 26,516 21,342
16 . TE.5TF 08, a6 aq, 5,080 AT T Xq 182,820 187,751 113,139 118,756
1. 2 n n 2] a a a
18, 1,200 1,200 1,200 1, 8P 1,200 1,20 1,200 1,200 1,200
19 29,000 “,0,@80 429,000 azn . pan on nan «<z2n . noan «<20,080 azo,meq azo,nen
6. 29,707 33,266 42,092 RENCEN TN L A1,R27 67,790 T, 563 82,026
21. -54,982 ~-=4,962 -54,962 -B1,962 %1, 962 -31,982 ~-%4,962 -54,9e2 -%4,962
22.

23, -7.arz -q,72q9 -2,83q n 2] n a a

2. 11,17= 11,600 ass na= naw

26. 4T, an% A77, 0% vy, a0 AT, es an= arT 0% aam ary, 4~
27, 23T, 574 335,574 2IN,m7q IS ST 4 L IS, m7a s7a TN m7q
29. ~1.6323 S6, 143 61,787 e ,232 Ton A2, 190 qen 189, a6
2a, 12, 40s 513, 108 €q1,3a% Tas =23 Te ASI LBT 55T 1,136.2%2
38, 124,766 125,060 125 ,AR0 125,06 nen 12%,A60 aca 125,860
31, 19,12 arn, 534 494,041 S1R, Teq 2 Srr,937 el €62, 0AR9%
32, T2,9%9 &3,9nx EMGELD B maa ; aa.ray Te? ea_Tor
33, 84,344 F2,77A 92,681 Q2,s81 a1 32,601 501 92,881
34, LEE RS T 3Tq, %530 x34,520 39, %70 3341,m70 TX4,32AQ s30 234,530
=. ann a0 “aa ann ana <ann aea “1nn 1ea
36. 8,191 T,T6R T, 6,900 £, -1EQ &,02A 5,038 6,ATH 5,038
37, 39,670 38,6870 A AT Xn .87 XA, ATR TALeTA 20,6570 A, AT0 A a70
xe. e, 117 23,128 Ty, qa qa,ans ERN: <a,=azx BRI =9,68° 61,557
xa 1A,a53 18,975 11,524 12, 100 12,70% T, 341 14,908 11,708 15,143
ae.
q1. 99,942 95,9206 181,461 195,114 108 &7 3 112,544 116,797 121,428 26,371
2. 2,418 2,176 1,959 1,763x 1,566 1,321 1,205 1,137 1,7q1
NN 15,600 16,536 17,4993 18,12% 1A, oz 13, 104 29,137 2a 9% 21,805
4. 68, 3a% T1,762 TR, INA 7,118 Bx, 0rq aF, 227 91,5A% a5, 168 180,977
as. 24n 2an 24 2an 29n 2an 2qa 24an 2<n
“16 . 103,124 197 ,24a3 111,538 116,000 120 ,5an 1275, ase 130, 48 135, 7ax 141,122
i a a ) a a n a 5
hka 22.277 22,277 22,277 22,277 22,277 22,277 22,277 22,077 22,277
ava 252,000 232,000 252,000 252,000 252 .nan 2%2.A0R 232,ar0 252, 08A 252,a0a
208 9,439 37,083 1,671 a%,Aazq sAa,a22 55,965 61,811 67,112 TI,A23
N-T-T2 90,000 I8, 008 20,080 90,089 20,0an S0,000
317 2a,.717 25,117 21,510 TL117 z,517 X, q62
9 2,115,245 2,278,916 X, 4632, 164 3,982,167 4,130,777 4,312,841
k4 95,725 a23,91% ELT TP 627,302 a7, Te2 T23,94q1

------------—----n-----------------------~-------—---------------------------_——_—— —————




Appandiu D.3. Trnecoma Statemant,

Puspata Lumu

Frojec

Incroma Statemant Frojectiaon
T e e e = e 2

NO. ACCOUNT DESCRIFTIQONM

--—.----—_----n-n--—-—.---------------—------------

tions 19088 -28a2

YERR YEAR YERAR
5] 1 2

A. Rauvenuas
1. Snalar fram Agricul tyr el Commodi tiesx TET 1NA 32, v
2. Sales frme Extata Cropsr 151,060 187, a47s
3. Salase from Aquescul tural Commodi tias LA2,300 33, m00
1. Snler From Aaricul tural Inputs i L S 2] AT\ S0S
S. Shlexs Fram Consumption Goods q1-1,nRan 117, AN
s. Saricice Ravenums 11/ ,1%n 122, 100
. Dircount A Subridy Reuvanues A /RN S1,624
(2 Intarest Incoma 2,700 5,13%n
Q. Total Ravarnuas =] 2,245,700 @3 151,224
Enpernsasx
10, Cost of Goods Sold 1,661,A79
11, Gross Margin TSAX, A2}
2. Aarleating Costs 2, n6A
1x. Operstional Frafis » Loss 521,160
1. Sead Froduckion Caxt 190
15, Trackae, RMU Horleshnp Operation Costs 4,272
1&. Administration A Qrganiczational Cest 2«1,nan
17, Vahicle & Building Erpanses 13,384
18. Service Enpenses 1,350
1o, Salary 8 Hagnas Cost 81,3080
20, HFI Erpanses 2,0ea
21. Tiria Boat Oparation Cost T 426
Q2. Fry Cosxt 126,880
2F. Depreciation Cost 86,930
2. Intarast Enpoensesn IXZ,917
T, Total Administrative # Genar-al Enpensas Ar 1,059
6. Net Profit / CLoss> S, 182 58,177
---------u—-----------—----_-----------------------------------------------------

CRF . e8>
e e cmmme e c e e e cemam——— e eeee
YEAR YERR YEAR
3 4 s

AR, &TE
22A,81k
394,826
RN ET

2,931,943

1,903,955 2,153,111

691,303 625,980 Pam, 537
72,967 82,182
621,336 519,59 656,351
“ng ann qaan
ar,s44 A 337 EERE TP
29,178 31,6%8 4,371
12,581 13,342 14,167
3,586 3,17
ea, 15a 91,678
24,800 a
22,277 o2.277
281,500 226,enn
Be, 930 AG,93n
35,917 35,917
352,259 550,713
69,981 s8,ea3




Income Statamant Frojection Cecant.> “FP. ana>

-------—-----n-—-—--—--n-----------------—------—-—-----—-—-—------n---

Na. YERR YERR YERR YEAR YEAR

1. °rs.ara 9rqg 651 992, %00 1,801,885 1, 010,72%
2. 121,689 519,n18@ 639 a7ty TN, nqe B9 A%
. a7, s5a7 21,02« 94,852 99 ,a62 X F
. 553,276 TR2.176 TIE, 145 TE0,A04 an
s, 43a,577 434, a6 4%8,-126 942,647

6. 1,553 38,767 36,136 IX, 642

T. 14,%AA 15,309 16,07

a. 11,688 11,855 12,08%

Q. 3,A35,573 2,195,624 3,364,903 3,056,166 3,679,591
10. 2,276,704 2,422,015 2,576,980 2,863, 7R
LN TS, 869 TTI,6n9 TRA 123 815,821
12. Bs 238 s, 912 25,905 1S 114
13. 673,620 602,665 692,517 Tie,7a7
14. ane ana “4na aan
15, a7, 53% a7, 184 6,672 a5,.31a
16. 37,339 48,569 14, 184 52,185
17. 14,869 13,680 16,536 12,123
18. 2,887 2,418 2,176 1,763
19, 99,157 183,124 187,248 116,080
20. a a a a
21. 22,277 22,277 22,277 22,277
22. 252,00a 252,800 2352,ann 252,aaa
23. 85,930 86,930 8s,93a 2, AA9
24, 32,317 2a,717 X T.917
2s.

2.

DM e Hre DA D
ANIPH~IIA

1,428
125, 16k
o1

22,277
2s52,n80

T, 62

1,812,905
1,156, 7a7
520,550
BT2,0881
481,751
26,na3
19,539
12,88%

3,229,360

as3,aq1
116,797
TI6,294

ann
a4,9q7
67,361
22,137
1,285
130,484
[=]

22,277
252,000
32,089

158,275

RS9, 124
121,428
T47,696

189

11, 2a7
73,397
20,936
1,157
135, 7ax
a
22,277
252,061
32,009
I,517

586,343

161,352

1,812,805
1,399,515
X4, 7R
937 AT
ar2,796
24,698
21,542
12,085

161,192


http:1,04q.17

Agpandin  D.<4. Balance Sheet Projacticn 1988 -2882

Bl ance Shaest Projectian <FEF.Anad
n--—----n---nq-q-----.-----_---_---_-------_--------------------------_--—-------_----—---_----------—---------------
NI, ACCOUNT DESCRIFTION YEAR YERR YERR YERAR YERR YERR

(1] 1 2 x -1 =

1. Carh A Bank 199 ,aan 16 ,0ax%2 127,12 20,995 2R,976 362,813
2. Inventories 146,990 anl,9on a5A,9a9n 516,845 Iv1,8ar 626,770
3. Rzcocunks Recemiiable 192,20n 222,29n 299,200 27X, 50n 295,378 308,492
<. Unr-eslired Incoma 28,940 28,74 28,918 28,948 20,919 28,94
S Loand 12,114 2,119 42,114 12,114 12,114 12,114
6. Buildinge 64n, 188 640, 18a <10, 188 s4an, 1AA 643,189 649, 188
7. Hachinasr / Vahiclas / Equiptments qan1,2085 T19,286 S4ae, 205 Sd9,2a6 519,296 I3 ,275
a. Total Rusats 1,62e,633 1,900,670 2,095,777 2,251,789 2,397,601 2,558,523
a. Liabilikias & Equity

1. Accounts Fayable PIT, B2 TG ,B62 86,362 BL (562 9B6, T62 986,562
11, Inktarest Paysablas 3] a a a a a
12. Unreslired Loss 25,9081 25,7a1 25,901 25,901 25,901 23,901
13, Daprici ation 23a,143 317,ATX A3, an3 A9 93X STP,anx 6hq, 79
14. Bad Debt Resaruve 6,000 6,000 %,000 6,008 6,a00 6,8aa
13. Capital & Equi ty

16. Oapar-tnant of Coocperatives 661,864 651,A6q9 661,869 561,854 661,86 651,854
1?. Donation 528 s52a s28 S2e S2a 32Aa
19. Accrued Profit / Loes -7 4,360 -7 ,23A 19,919 8e,en1 138,803 212,873
19. Tokal Lisbilities & Equity 1,628,638 1.,928,67A 2,835,777 2,251,789 2,307,601 2,538,523



1. s .a3x
2. s8], TED
3. Tie, Tsm
. 2/ ,3q0
s.
a.
7.
8.
9.
19, 896,562
11. )
12, 25,901
13. TS1,703
14, .08
13,

395, 7an 92T, 91% AT, 1A 78,674 LR LIRTT SA1,28a0
TI6, 894 TR1,6% 85,619 °n1,%a TR WAZ 1,011, A%
321,889 323,023 326,474 T26, a7 I, AT Izn 74
28,940 28 ,94n 28,94n 2A,94a 28,3440 28,940
2,114 12,1149 2,114 D, 114
610,189 4, 1PA €10, 1pQ &0, 16A

T3, 20

ans , 56 Tle 562 35k w62
(2] A n
25,901 25,981 T ,9A1
BRZa, 653 Q925,583 1,108,%54q1
6,809 6,000 &,08n
661,864 661,861  681,A64 661 ,A6. 661,064
523 528 52Aa 328 T2A
sz, sas 559,577 711,799 865,529 1,021,811

2,799,943

.3a2
1,866,458
I26, 9474
20,949

42,114
50, 188
543,206

266,562
e

25,901
1,140, 551
&,nen

661,864
528
1,179,287

67S, ven
1,121,42a
26,74
28,94n

42,114

561,864
s2m
1,348,679

T23,941
1,176,732
I2n,q74
268,948

2,114
6410, 188




Appendix E

Couparative Balance Sheet, Puspeta Klaten
Dec 31, 1986 and Sept 30, 1987 (Rp. 000)

Description 1987 1986
CURRENT ASSETS:
Cash & Bank 76,977 57,2712 Finzncial Analysis Ratio
cpPB 0 717 1987 1986
Account Rec 531,177 427,952 1.Liquidity Ratin:
Advance Payment 9,835 7,22 Current Ratio 224 320%
Prepaid Expenses <0,449 20,449 Acid Test Ratio 152% 2378
hccrued Income 18,296 17,45¢
Inventories 311,326 184,845 2.Leverage Ratio:
TOTAL CURRLNT ASSLTS 968,060 15,847 Total Debt to
Equity Ratio 153% 135%

Furniture Equity 182,022 165,957 Long Te-an Daebt

1,151,072 881,804 to Equity Ratio 92% 100%
TIXED ASSLTS:
Land 28,772 28,772 3.Activity Ratio:
buslding 263,576 256,170 kec Turnover 7.1
MachineriesiEq 406,265 330,162 Inv Turnover 23.0
Vehiclee 16€,502 161,172
Office Lquipnment 69,570 64,747 4.Profit Ratio:
Other Equapment 9,016 5,016 Gross Prof Hargin 13y 8y
Other Assets 23,321 16,846 llet Prof Margin 1Y -1%
Dopreciataon (334,562) (274,969) Rate of return
TOTAL FIXED ASSETS 624,840 591,916 on Investment 4.47% 0.00%
TOTAL ASSETS 1,775,912 1,473,720
CURRENT LIABILITIES:
Liab to Henmper{Goods) 20,408 18,251
Liab tc Member(Service) 879 1,193
Liak to NonMNenb (Goods ) 57,108 g,727
Liad te tionMemb ( Service) 294,766 147,660
Cther Liabilit:ec 26,09 35,655
Accrued Lxpanses 13,527 12,492
Advance Income 15,737 1,068
TOTAL CURRENT LIAEILITIES 435,219 224,046
LONG TER! DLBT 642,349 623,383
LOUTTY
Ex Coop Office+Tani makmu 313,296 313,296

E>. NCBA/CLUSA

Fccumulated Profiti

57€,228

571,228

Losc (25€,233) {237,670)
Current Profit&loss 79,459 (20,563)
Profit Correctiorn (11,506) 0
Tctal Rquity 701,244 626,291
Total Liab ¢ Equity 1,775,952 1,473,720



Appendix F

Comparative Balance Shoet, Puspeata Luwy
Dec 3%, 1986 and June 30, 1987

FINANCIAL ANALYSIS RATIO

1987 1986
CURRENT ASSETS:
Cash & Bank 34,510 38,555 1.Liquidity Ratio:
SPPE Current Ratio 4028 286%
hccount Rec 204,695 210,794 Acid Test Ratio 229% 1700
Advance I'aynent B
Prepaid Expanses 16,056 15,635 o.Leverage Ratio:
Accrued Income Total Debt to
Inventoriee 193,094 181,985 Equity Ratic €238 68\
TOTAL CURRENT ASSETS 448,355 446,969 Long Terx Debt to
Equity Ratio 42y 40%
LLIEED AssrTe 27,116 27,118
ctivity Ratio:
Bu:lding 375,186 375,186 3. Activity katy
Nachineriecllq 196,960 196,960 keceivables
Vahicles 76,34 7€¢,349 Turn Over ) 3.5 1.9
Oftice Eg 39,896 39,896 Inventory
Other Eg Turn Over 2) 3.7 2.2
Other Assets
siation {247,568) (225,568} 4.Protit Ratio
?ngr\g(f‘";xéh' SOETS 4€7,94C 489, 44¢C GrosProf Margin 3) 35% 25%
et Prof Margin F4Y 1%
TOTHL ASLETS 916,295 936,909 Rate of Return
on lnvestment n 18
CURRENT LIABILITIES
Liab to HonMomb(Goods ) 110,411 152,571
Liar to Herbar (“urvice) 36 36
Savingn Voluntary 114 114
Accruwd lLaabilitier 492 20
Intareet Payabia 3,273
TOTAL CURRILET LIABILITIES 113,583 15¢,020
LONG TrEr DEBT <37,804 221,104
CAlITAL
Luvu Trojest 650,664 650,664
Dorated ax Gov't 529 529
Aocusulated Profat (92,108) (84,007)
Current Frofitd (Lons; 7.,8%1 (6,101)
TOTAL LOJITY 36¢,93L 559,085

TOTAL LIABMGEDUITY 916,295 93¢,509



