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I. INTRODUCTION
 

The problem of 
widespread dietary insufficiency among 
 the
proximately ap160 million population of Indonesia is commonly 
recognized. The 
World Bank has estimated that 75 percent of
population the
of Java and 48 percent of the population of 
the outer
islands 
 of the archipelago have diets which do not provide
with a minimally adequate level 
them
 

of nutrition. According to a
recent national workshop of 
food and nutrition, calorie/protein
deficiency 
 is the major nutritional problem 
in Indonesia, although serious vitamin a, 
 iron, and iodine deficiencies are also
present. The Ministry of 
Health reports that nine million children age 
 0-5 and 700,000 pregnant/lactating mothers suffer 
 from
protein calorie malnutrition. 
 Approximately 45% of 
 Indonesia's
total population 
consume 
less than 1,900 calories per day
pared comto World Bank standards of 2,265. 
 The USAID 1985 CDSS
states 
 "With increasing unemployment and 
a large percentage
people working in of
rural areas unable to earn 
enough to meet
minimum needs, and 
 in view of Government budget 
 constraints
following the downturn in 
the economy, there is 
a continuing need
for Title II assistance to Indonesia."
 

Research findings 
from a variety of sources 
have demonstrated
that the "poorest majority" of 
the Indonesian population
lacks the resources to obtain the basic food items of 
simply
 

a balanced
diet. Appendix 1 shows 
the high correlation that exists 
 on a
national 
 basis between income and nutritional levels and shows,
for example, thaL 85% of 
the rural population have monthly
capita income levels below U.S. S 5.00 and 
per
 

consume less than 2100
Kcal per day in 
food energy. 
 Within the low income groups, AID
and UNICEF studies further reveal 
that prgnant women, 
 babies,
and young 
 children are the most seriously affected 
by dietary
insufficiency. 
 The consequences 
 of this 
chronic nutritional
problem are a 
high rate of child mortality, a negative effect 
on
the physical 
 and mental development of 
many children,
incidence of a high
skin, respiratory and 
eye diseases, and in general,
a loss of 
the human potential of 
the "poorest majority". As
stated 
 in an AID research document, "Clearly...... food is Indonesia's most critical human need
...... I
 

Dietary insufficiency 
and low incomes among Indonesia's rural
population 
are directly linked to chronic structural problems 
of
the nation's rural 
economy. 
 Most small and frequently landless
farmersi do 
 not have access to competitive markets 
for inputs,
rural 
produced commodities, 
 or capital. Consequently, they pdy
maximum prices 
for their farm inputs, obtain 
 limited credit
facilities 
at interest rates 
of up to 
I% per day, and receive
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minimum prices for their pruduce. In economic terms, 
the result
of 
this situation is that most farmers are perpetually financially constrained in 
their efforts to improve their productivity and
income. In human terms, the lack of 
income growth means that
 
most farmers will continue to be unable to provide 
an adequate
 
diet for their families.
 

Although significant progress has been made in several 
areas in

the recent past, 
 this general lacc of vitality of the nation's
food production and marketing 
system contributes to making

Indonesia one of 
the leading food importers in the world. Gover
nment efforts in support of 
food crop production have focused
primarily on 
rice and have been successfal 
in the dissemination
 
of 
 improved production technology and in increasing rice production. The rate of 
increase in the production of rice however has

barely kept pace with population growth over 
the years. Production of other commodities (maize, soybeans, 
cassava, etc.) haB
 
declined on a per capita basis.
 

The challenge posed to development planners by this situation 

low smallholder productivity and income, 

of
 
food deficits, and mal

*nutrition is usually countered with partial solutions. 
 based on
experience in Indonesia and several 
other countries, CLUSA 
believes 
 that the best response to this challenge is an integruted

approach which aims to 
improve the efficiency of the total
system, from the supply of 

food
 
production inputs and technology


consumption. to
 
The revitalization of 
Indonesia's smallholder 


landless 
 farmer couperatives into dynamic business and 
and
 

service

institutions 
 through district level federation offers great 
potential for creating an environment for effectively dealing 
 with
the allied problems of food production, marketing, rural 
incomes

and consumption. 
 CLUSA has been successful in launching viable
pilot projects within Indonesia based upon this concept and 
 the
Government of 
 Indonesia 
has requested project replication in
several areas 
of the country. 
 This proposal presents a strategy
for implementation of 
this integrated approach 
in four represen
tative districts of Indonesia.
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II. BACKGROUND AND PROJECT RATIONALE
 

A. 
THE INDONESIAN COOPERATIVE MOVEMENT
 

Prior to Indonesia achieving its status as an
cooperatives independent nation,
were 
seen 
 by nationalist leaders as
liberating a means
Indonesians of
 
colonial 
 from economic domination by
rulers both their
and by non-indigenous 
businessmen.
cooperatives Consumer
were formed 
as early as 
the 1930s,
prior to independence, and at that time
mal have been as much political
mic in their objectives. as econo
ful in their role of 

They were however exceedingly successcarrying out distribution of
ties in the middle of basic commodia 
tight economic blockade imposed
Dutch. Following by the
independence, 
and following the event from
which 
the modern cooperative movement is dated,
cooperative conference on 
the Tasikmalaya


July 12, 
1947, cooperatives 
grew rapidly in number.
 

Following 
 the 
 economic ccllapse and political explosion of
mid-sixties, 
existing cooperatives the
 
tical were screened for their poliaffiliations. 

banded 

Those with communist affiliations were disand those with 
a true cooperative structure and
approximately 14,000, of purpose,

all types, remained in existence.
 

In the 1970:. the new model 
cooperative (Koperasi Unit
KUD), centered Desa or
around 
rice marketing, 
 began to emerge in
expand from Central Java. and
In 1973, the GOI
zations linked these organias an instrumental component within
increase their efforts
rice production, to
 
distribute seed, 

and utilized the KUDs effectively 
to
fertilizer and pesticides, 
and market and process the crop. Thousands of 
such cooperatives
this were organized at
time and many 
were recipients of 
storage,
sport facilities milling and
either tranat no cost or 
with low-cost loans
the government, from
in order 
to encourage their participation in
rice procurement and marketing program of 
the
 

the government.
 
In early 1978, and later in 1963,
du, ing two major events occurred
cabinet reorganizations which have been regarded as
of considerable being
importance with respect to
cooperative development in 

their impact upon
Indonesia. 
 In 1976,
General of Cooperatives the Directorate
 was transferred to the Ministry of
and Cooperatives, Trade
and placed under the responsibility of 
a newly
appointed Junior Minlmter of Cooperatives, Mr.
ho 
3 ustanil
also retained Arifin SH
his position 
an chairman 
 of the Logistict
Management Bureau 
(BULOG).
 

Later in early 1963, 
 the Ministry of 
Cooperatives
significantly was formed and
expanded in 
size and administrative
erative development has been upgraded in 
scope. Coop

that the
for responsibility
cooperative development 
now reposes within
and is headed by a 
a single Ministry
single Minister solely responsible for the
development of 
cooperatives.
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B. GOI COOPERATIVE POLICY ENVIRQNMENIT/COOERATVE 
OPERAT IONS
 
The Government has placed a substantial

ity and financial amount of effort, priorresources into the development of cooperatives
as a means of insuring a higher level 
of economic well being
the rural populace of for
Indonesia. 
 Recent statements about coop.ceratives by President Soeharto in major speeches state:
 
"That the primary task of 
development is
people to uplift
from the abyss of the common
poverty and the principle for 
 raising
the weak from poverty and destitute is through Cooperatives."
 
"Our aspirations for progress, prosperity and social
be materialized soon, justice will
if in thousands of villages
lished KUD-KUD which are were estabtruely dependable and which can play
role in the economy of a
the villages and, 
 when the time comes, of
the nation 
as well."
 

......
We must promote and intensify cooperatives until they reach
a truly dependable stage
..... 
firmly established in the
progress era
and will of
continue to grow in the dynamism of 
a modern
economy beset with upheavals, 
and that they can operate in 
 congruence and parallel with state-owned and private enterprises."
 
"Cooperatives 
should 

sense of 

be a strong economic institution, in the
having the ability for self-management, 
 self-growth and
self development."
 

Stated clearly within Chapter 15, 
Section III:
MEASURES of POLICY AND STEPS/the GOI's fourth five year development plan 
is the
following:
 

"The aim of cooperatives development is
become that each cooperative can
a strong economic institution and the members meeting has
the highest authority, 
 so 
that each cooperative
become an undertaking means which is capable 
can actually
 

to increase 
 the
economic activity and prosperity of 
its members,
fore become a principal and will theremeans for the ecomonic development and
the welfare improvement of 
the economically weak group."
 
Recent 
 actions 
by the GOI have combined with other
comprise a favorable set of 

factors to
circumstances for the implementation
of an integrated program designed to improve rural food
small farmer systems,
incomes, 
off farm employment generation
nutritional and
state of the
the nation's

emiphasis poorest majority. A renewed
on cooperatives 
as an institution 
for rural growth
provides a unique opportunity for development of 
integrated
grams geared toward eradication of poverty and 

pro
improvement 
 of
nutritional 
levels in 
the rural areas.
 

Because 
 of their current organization, 
 location and
infrastructure, developed
village cooperatives

virtually in Indonesia constitute
the best vehicle to channel
population the efforts of the
towards improved rural
food systems, rural 
 employment
generation, and increased'family incomes. 
 They offer perhaps the
 

4
 



only economically efficient way to reach a 
broadly based group of
rural poor with 
an integrated program. 
There are more
village than 6,000
level cooperatives which contain 
a membership of 
over 12
million rural families. 
 0 

Rural cooperatives in 
Indonesia arm structurally private
prise entereconomic organizations with c 
mandate to be run by and for
the village people. 
 Their purpose is to increase the productivity and wealth of 
all farmers of the rural 
 areas. 
 Within
GOI's Fourth Develcpment Plan's section on 
the
 

Cooperatives,
stated thaL it is
"In the framework to 
 speed
growth up the cooperative
..... it will be necessary to stimulate and 
 develop the
cooperation between cooperatives with private enterprises".
Plan also goes on The
to state 
"it will be necessary to increase
information/extension directed to 
the
 

the improvement of 
the cooperatives' and cooperative members' capacity in managing the cooperatives, 
 to accumulate 
and mobilize funds for
capital, the cooperatives
to run the undertaking and exercise control
cooperatives on the
..... 
The KUD development will 
help the village community to 
 stimulate the business development
...... which
will in turn
stimulate the expansion of 
employment opportunities and
improvement of the
village inhabitants' productivity."
 

Problem areas however 
are several, as described in the following
section. 
 In 
their- efforts to assist cooperatives and make them a
more significant 
sector of 
the economy , the GOIliberal has provided
capital credit, 
 construction, 
equipment and
supply commodity
concessions that have placed operational priority
many of within
the KUDs upon the implementation of government
rather programs
than the specific needs of their 
 membership. 
 Although
these facilities and cooperative operations have greatly assisted
the government in implementing agricultural credit,
and input supply
commodity market stabilization, 
they have resulted in
areas many
in alienating the cooperatives from their role of specificially serving the needs of 
and feeling a responsibility
their membership. towards
A top down system of has evolved from the
primaries to 
the national 
cooperative organization.
 

Under 
 a program jointly financed by the GOI 
and the
Cooperative League of 
IBRU, the
the U.S.A. 
 together with the Department of
Cooperative's Research and Development Agency are currently close
to the completion of 
a "Comprehensive Plan for 
 the Accelerated
Development 
 of Cooperatives in 
Indonesia".


implemented The plan, to be
in phases over the long 
 term, will
significant call for
changes 
 in the GOI's policies towards 
 cooperative
development. 
 These changes will 
include the status of
level district
cooperative federations, 
farmer credit 
programs
cooperatives, through
and business activities within the 
 cooperatives.
They will 
also place an operational emphasis upon the 
provision
of services relevent 
to the needs of their membership.
 

This proposed program will 
attempt to 
initially implement the GOI
policy changes as a result of 
the Comprehensive Planning
in its Project
limited locations. 
 If 
and where proven viable through
initial implementation 
at the proposed project sites, the changes
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-will be studied for 
further national replicability.
 

Vi'llage cooperatives in 
Indonesia currently, however, enjoy the
unique position of 
 being able to directly affect rural
systems from pre-planting land preparation through provision 
food
 

of
dietary components to their people. 
The KUD typically undertakes
one or more 
(in a few cases all) 
of the following activities:
 

1. Purchase 
of smallholder rice 
production 
and occasionally
other 
crops.
 

2. Operation of a small capacity free standing rice mill

usually milling for villagers' needs. 

unit
 

3. Agricultural 
 input supply to farmers 
of fertilizers,
pesticides and small 
agricultural equipment.
 

4. 
 Kredit Candak Kulak-a system of low interest rate credit for
small village traders.
 

C. COOPERATIVE MOVEMENT PROBLEM AREAS
 

Despite such great potential, 
 existing infrastructure and governmental priority, 
 a vast number of 
internal problems 
of
Indonesian Cooperative Movement remain. 
the
 

Rural cooperatives
not at are
present a satisfactorily effective force to improve
lives of the rural poor. the

There are both historical 
and technical
reasons 
for this. 
 A recently published report by the Department
of Cooperatives illustrates twelve such internal 
 problems and


challenges:
 

I. The lack of 
ability and skill to understand the various needs
 
of its members;
 

2. The efforts to meet 
and satisfy the needs of 
their members
have not 
been fully based on 
economic principles which can 
 give
the maximum benefits to members;
 

3. 
 A National Cooperataives System 
that functions 
as a stable,
effective 
 and efficient 
distribution 
 channel 
 cannot 

materialized yet; 

be
 

4. 
 The funds, manpower and infrastructures possessed by and made
available 
 to the cooperatives cannot yet be 
 utilized 
to the
 
maximum;
 

5. The cooperatives themselves 
are not yet capable to
various technological use the
advances that can 
possibly be applied 
to
 
their organization;
 

6. The insufficient number of 
 executive personnel
managers, especially
and employees who 
are skilled in 
the field of business
and 
 have the ability to develop 
 the whole organization 
of
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co6perati ves;
 

7.' The cooperatives' organizational apparatus does not yet func
tion well. This causes disharmony in the relationship between
 
the executives, auditors, managers, and operational personnel;
 

8. The lack of managerial skills, particularly in the fields of
 
planning and supervision;
 

9. The management information system has not been developed,

thus the decision making process taken by the executives is not
 
yet based upon complete and reliable information;
 

10. The absence of a pattern to develop business which can
 
relate cooperative endeavours with the increase of 
new members
 
and, simultaneously intensify their participatioq;
 

11. The cooperatives' educationaf and training systems are still
 
unable to sustain the efforts to develop cooperatives;
 

12. 	 The Indonesian Cooperatives Council is still ineffective as
 
National Organization in carrying out 
its task and function.
 

Although KUDs make a substantial contribution towards Indonesian
 
development, they 
 have come nowhere near their long-term poten
tial. Currently, there is no systematic approach to remedy these
 
problems and make cooperatives work as self-sustaining, profit
able, farmer-owned organizations.
 

D. THE PUSPETA AND FCC COOPERATIVE PROECTS
 

The Cooperative League of the U.S.A. 
(CLUSA) has been involved in
 
active cooperative planning and development with the Ministry's

Directorate General of Cooperatives during the last several years

through the implementation of the PUSPETA Klaten and FCC Luwu
 
Projects. These two projects, implemented in the widely diverse
 
locations of Luwu, South Sulawesi and Klaten, Central Java have
 
demonstrated that district level cooperative federations 
with
 
financial and managerial autonomy, bottom-up organizational and
 
planning priority, experienced and sufficiently paid management,

and sound economically oriented operations can provide 
 a wide
 
range of viable and relevant services to the landless and small
holder farmers of Indonesia's rural areas through their primary
 
cooperatives.
 

The PUSPETA Project, finanLed jointly through PL480 Title II 
and
 
GOI funds is currently financially self sufficient, 
operates 23
 
non-governmentally 
subsidized business activities, and exhibits
 
great potential for further expansion within Klaten and 
 replica
tion within Indonesia. These business activities include feed
 
production, marketing and credit for beef and dairy cattle,

poultry and freshwater aquaculture small farmer production,

improved variety grain seed production and distribution, consumer
 
cooperative supply and distribution, and handicraft input supply
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and marketing. KUD membership, 
 business volume and operational

profits have all more than quadrupled since the project's incep
ti'on 
and significant employment generation specifically attribu
table to the project and its activities has taken place. 
 A pre
secondary cooperative is firmly in place to perpetually 
provide

viable services 
based upon the economic requirements of the
 
kabupaten's rural 
area.
 

Based 
 upon the Klaten experience, the Minister of 
 Cooperatives

has recently requested replication of 
the FCC and PUSPETA pro
jects in sixteen other areas of 
Indonesia. 
 Although Cooperative

Service Centers (PPK) aqd 
 Primary Cooperatives (KUD) exist

throughout the 
 areas where the proposed program will operate,
none can 
be classified with the successful 
organization described
 
above. The PPK 
are considered branch operations of 
the provin
cial level cooperative organizations (PUSKUD), 
 which oftentimes
 
conduct their considerable business activities without 
 reference
 
to the kbupalt level PPKs or 
the eEaniatan level KUDs. The PPKs

have no financial or managerial autonomy, 
 no capital resources,

and no dictate to plan and implement activities other than those

provided from the province (PUSKUD) down. 
 Their primary and

oftentimes 
only function has been to insure the steady 
 flow of
 
fertilizer for government sponsored credit programs.
 

E. THE UPLAND AGRICULTURE AND CONSERVATION PROJECT
 

The G0 
 places high priority upon area development programs

"critical poverty" 

in
 
areas which are concerned with increasing food


production and the incomes of 
rural farmers. It is significant

that these areas 
of poverty correlate closely with those
watershed 
areas which, due to high population densities and 
 the
 
consequent introduction of 
 sedentary agriculture on marginal
lands, are experiencing rapid degradation of 
their soil and water
 
resources base. 
 With increasing population pressures, 
 over exploitatiorn of resources, 
and soil erosion, many penple in 
 the

upland areas 
 are experiencing 
absolute decreases in their
standard of living from an 
already poor base. 
 As a consequence,

the GOI, AID, and the 
IBRD have initiated through area develop
ment projects a range of 
agricultural and conservation programs.
 

Both of 
the tvo new areas proposed for the Cooperative Agrobusi
ness Enterprise Development Project are situated within 
 upland

agricultural areas 
as described above. 
 Both are also centrally
located 
 within the joint GOI/USAID/IBRD Upland Agriculture 
and

Conservation Project (UACP), 
 scheduled to begin operation in

early 1985. The project's strategy, 
as contained within its

project document is 
"to support experimentation with 
 alternate

approaches 
 to the upland agricluture and conservation problems

based on decentralized-unified 
management of Larming systems
services whizh strengthen the capacity of 
upland communities to

increase on a 
continuous basis the productivity and sustainabili
ty of 
their farming systems practices" 
(UACP Project Document).
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As with previous upland conservation programs, a 
critical element
to' the success of the UACP will be the 
 project's ability 
to
deliver the inputs necessary for the systems recommended through
applied research and agricultural extension, 
and market their
eventual surplus. 
 The failure to insure such 
critical input
supply 
 and marketing services, especially on 
 an institutional
basis, has 
 greatly detrimental
been to the eventual impact
these projects. of

The PUSPETA proposed for implementation within
these areas 
will be designed to 
attack these problems ol input
production and supply, 
 and crop marketing in 
a manner similar to
its current Klaten operations.
 

F. BACKGROUND SUMMARY
 

The strong commitment by the GOI 
and its Ministry of Cooperatives
in support of CLUSA/Indonesia projects and widespread replication
of several of 
their aspects, 
 the GOl's clear record of working
towards food self-suficiency, 
the great potential of village
cooperatives 
 in Indonesia, 
 the implementation of 
 the Uplands
Agriculture and 
 Conservation Project, 
 and the established
 presence 
 of an experienced 
 U.S. cooperative development
organization combine to create a 
favorable set 
of circumstances
for h-lping improve the 
lives of 
the rural Indonesian people.
The 
imminent completion of the Comprehensive Planning Project and
the GOI's corresponding desire to test new 
cooperative approaches
through the proposed project further 
adds to the importance of
the projects undertaking. 
 Finally, the substantial commitment by
the GOI of 
Title I funding to implement the proposed project
attests to 
the priority it has placed upon implementation. 
 These
circumstances 
offer an exceptional opportunity to implement 
 an
integrated development program which focuses on 
the areas of food
crop production, storage, 
processing and marketing, 
nutrition,
employment generation, 
family income, and 
 long-term economic
 
growth in rural 
Indonesia.
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III. OBJECTIVE
 

The goal of the proposed project i5 
to hwlp improve indigenous
capacity to fulfill 
the needs ofthe rural Indonetian people 
 in
the areas of 
food and nutrition, family income, employment gener
ation, and economic opportunity.
 

The objective of 
the CAEDP is, through replication and intensification of 
the current PUSPETA Project, 
 to develop the capacity
within the cooperative system to 
plan, 
 organize and implement
programs 
 which will provide comprehensive production 
 and marketing services for food crop, 
 livestock and fishery 
 production
to small 
farmers who have potential for increasing their production 
 but have not previously benefited substantially from such
 
services.
 

This will 
 be achieved through the transformation 
of district
level cooperative service centers into member service 
 organizations providing 
an effective range of relevant, 
 viable agrobusiness services to smallholder producers 
 through their primary
cooperatives. The project will focus upon the 
 provision of
business services in 
the areas of input supply, credit, processing and marketing to support smallholder production where 
these
services 
 are either non-existent, technologically yet to be introduced, or greatly inadequate and where their viable provision
could greatly enhance small 
farmer production and 
 income increases, create new 
markets, employment and production opportuni
ties.
 

The system 
 includes the selection, production &nd 
delivery of
inputs required for specific crop, 
 livestock or 
fishery combinations, coordinated farmer training in 
the use of these inputs and
training for 
 the proper management of credit 
 by participating
farmers where applicable. It 
includes the provision of marketing
services based on 
prompt payment to the farmer for 
 his produce
combined 
 with proper storage and handling of produce by cooperatives. The system to be 
implemented requires training 
for local
cooperatives' staffs and 
assumes that 
the current activities of
the cooperatives will 
be expanded 
in terms of services provided,
clientele, 
 and crop orientation. 
 These modifications and
cooperative system, the
 
along with their further raticnale, are discussed in greater detail 
in sections which follow.
 

The program would 
 respond to the opportunity created 
 by the
current 
 evoluti-n of circumstances conducive to 
implementing 
an
effective 
rural cooperatives development program. 
 Its purposes
and activities 
 would correspond closely to 
 the GOl's fourth
Replita program for 
the development of cooperatives in 
 Indonesia
on a strong multi-sectoral 
economic basis. 
 It would enhance,
instrumentally 
affect and impact synergistically with the implementation 
of the joint GOI/IBRD/USAID Uplands Agricultural
servation Project. Finally, 
Con

the project outlined within
document 
 would give tangible substance to three of 
this
 

the central
themes articulated 
 in the USAID/Indonesia 
Country Development
Strategy Statement 
(CDSS); namely, increasing food production and
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rural productivity, 
especially the agricultural productivity and
incomes of 
the poor upland farmers; strengthening the capacity of
local institutions to plan 
and manage development programs which
reflect the specific priority 
concerns and needs of 
 their
communities; own
and accelerating 
human resource development 
in
fields related to Mission program activities.
 

In a wider context, 
 the proposed program's implementation would
directly affect 
 the most pronounced problems 
 common
cooperatives in to
Indonesia, 
 viz. the lack of 
skilled manpower ii
management and administration, the lack of 
entrepreneurial skills
and attitudes, 
the lack of 
equity and working capital,
lack of effective control and the
of all resources. 
 Within its sectorl
areas over 
a period of 
five years, the proposed program would ain
to further dpnmonstrate methods of cooperative development 
that
could be adopted by the GI for national application.
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IV. PROPOSED PROGRAM
 

A. PROJECT PARTICIPANTS
 

The primary beneficiaries of this project are to be those small
holder or 
landless farmers who have been characterized as less
 
progressive but who also have the potential 
to become progressive

farmers, i.e. 
 those who have the capacity to utilize credit and
 
modern farming techniques, 
 and diversify their production. Gen
erally, these are farmers who consume most of 
their production

and 
 who have not benefitted from integrated cooperative credit,
 
supply, production and marketing services before.
 

Project participants depending upon their location and 
 environ
niental and economic circumstance will be elligible for a variety

of 
services through the project. In addition to improved avail
ability of 
general input supply and marketing services rice
to 

and secondary crop farmers, the 
 project will design specific

credit, training, supply and marketing service 
facilities to
 
agrobusiness and off farm employment activities 
 innovative to
 
each respective area. 
 In this way, farmers will have the oppor
tunity to intensify 
or diversify their current operations and
 
increase their incomes.
 

Project participants will its
become full KUD members by paying

share capital requirements. It will be conditional that full
 
payment of entrance fees and share capital 
contributions will not
 
be mandatory at the time of entrance into a program and this will
 
not affect full 
membership status. Participating farmers will
 
sign agreements allowing KUDs to deduct entrance fees and 
 share
 
capital contributions from produce payments at times of 
harvest.
 

B. PROJEC- LOCATIONS
 

The Department of Cooperatives and CLUSA have designated the
 
following additional PPKs to participate in the project:
 

Province 
 Distr~it 
 PPK
 

East Java Malang PPK Malang
 

Central Java Boyolali 
 PPK Boyolali
 

Central 
Java Klaten 
 PPK Klaten
 

South Sulawesi Luwu 
 PPK Mangkutana
 

PPK Bone-Bone
 
PPK Walenrang
 
PPK Luwu Selatan
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The areas in Central and East and Java 
are for the most part
involved in agricultural pursuits and typify the rural 
 situation
 
of overpopulated Java with extremely heavy rural population den
sities of 
between four hundred and two thousand people per square

kilomteter. Population densities nearly double when divided 
by

the square kilometers of agricultural lands available and exceed
 
3000 people per km2 in some of the 
more arable project subdis
tricts. Each of 
the districts contain substantial upland areas

classified by the GOI 
as "critical lands". Kabupatens Malang and

Boyolali 
 will also be the initial focus of implementation of the

first phase of 
the Uplands Agriculture and Conservation Project

in East and Central Java respectively. Table I illustrates land
 
utilization in each of 
the three kabupatens.
 

TABLE I
 
Land Utilization (ha): Kabupatens Malang 
Kilaten and Boyolali
 

Type/Kabupaten 
 Malang Klaten 
 Boyolali
 

1. Irrigated Paddy 46,848 34,588 
 12,343

2. Rainfed Paddy 6,158 
 - 11,837

3. Upland Grain Crop 136,106 25,824 32,571

4. Tree Crop 28,389 
 32 576
 
5. Forest 113,772 1,259 
 15,053

6. Homes/Yards 
 37,124 
 - 23,506
 
7. Fish Ponds 1,780 447 
 -

8. Other 
 5,148 3,406 8,735
 

Totals 
 375,325 
 65,556 104,621
 

Sources: (1) Kantor Bappeda Dati II 
Malang
 
(2) Kantor Koperasi Dati II Boyolali
 
(3) Kantor Pemda Dati II 
Klaten
 

Kabupaten Luwu in the province of South Sulawesi is, 
 however,

much the opposite in terms of population density, land utiliza
tion and rural productivity. The kabupaten, with an area of over

25,000 square kilometers has a population density of 
approximate
ly 20 persons per km2. Over 12,000 
families of Indonesia's
 
landless pour 
 have been resettled through GOI transmigration

programs from overcrowded areas 
in Java, Bali and Lombok to the

district's unutilized agricultural lands. The kabupaten contains
 
over 270 thousand hectares of 
potential agricultural land, with

approximately 
40 percent of it irrigable. Only approximately

40,000 hectares are 
however currently under production. Major

infrastructural development 
 projects undertaken in the recent
 
past have removed previously severe obstacles to increased agri
cultural production. 
 Problems however with agricultural credit
 
and input availability, lack of 
farm mechanization, and seasonal
 
crop marketability continue to hamper Luwu's agroeconomic devel
opment and completely stifle its great 
 aquacultural potential.
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Smallholders are predominent in 
all four districts. The averagE
farm family holding in the districts located within Java is 
 lest
than one half hectare while that 
in Luwu is somewhat higher.
Tdble II 
lists farm family populations in each of 
the areas and
 
existing cooperatives by type.
 

IMBLE II
EXISTING COOPERATIVES BY TPE 

Data/Kabupaten 
 Klaten Boyolali Malang Luwu
 

Farm Population 
 271,361 
 352,528 1,160,642 378,032
Coop Member Families 56,799 
 41,685 176,075 -

KUD Member Families 39,766 31,736 99,555 
 10,435
No. of Cooperatives 
 108 86 
 342 73
No. of KUDs 
 35 21 
 40 34
Ann. Turnover(RpO0,O00) 
 14,103 4,947 
 49,139 3,471
 

Sources: 
Kantor Koperasi Kabupatens Luwu, Klaten, Malang and
 
Boyclali
 

C. PROJECT FINANCING
 

The combination of monetized PL 480 Title II 
Food for Peace or
Section 416 with GOI allocated Title I funds are felt most appropriate in utilization for financing the proposed project as 
it is
geared 
 to attack the cause of the chronic nutritional problems
for Indonesia's poorest majority. 
 The utilization of Title II
 or AA 416 funds for a limited portion of 
the project's financing
would enable CLUSA and the GOI 
to apply the resources flexibly

the specific local 

to
 
needs of the cooperatives and their 
 membership, and 
 to avoid the inevitable delays and financial 
 inflexibility in administering GOI development 
project budgets for
specific essential line items. 
 The office of the Minister for
Cooperatives has expressed to CLUSA its desire for this type 
 of
assistance to be channeled directly through CLUSA to cooperatives
and cooperative 
programs and recognizes the need for the
project's ability to 
respond in a 
timely and dynamic manner to
the widespread opportunities created by the existing momentum for
 

cooperative development.
 

The use of funds generated by the local 
sale of Title II or AA
416 resources to support village cooperative agrobusiness development is considered 
 to bre a creative application of those
 resources 
with great potential 
for multiplier effectiveness well
beyond that of normal 
programming channels. 
 It would promote
rural 
 economic and community development in the critical 
area of
 
rural 
food systems, and help Indonesia's smallholder and landless
farmers 
to produce sufficient food for themselves. During implementation, 
 the nature of 
the import and sales mechanism would be
closely controlled and 
serve to ensure the full value of the food
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commodities is expended on 
program needs.
 

As heretofore mentioned, 
the Cooperative League of the U.S.A. is
currently implementing 
a similarly funded and implemented project
in Klaten, Central 
Java, Indonesia. 
 The PUSPETA project's ability through the Title II 
funding mechanism to immediatly respond
to the urgent requirements of 
the area's farm population has been
instruinental 
to its significant achievements to date. The 
Farm
Cooperatives Center Project in Luwu, South Sulawesi 
is conversely
financed through 
a USAID government to government loan 
 program.
The latter project has experienced extreme financial 
and administrative difficulties 
which have detrimentally affected
implementation. project
The extremely long lead time required 
 through
budgetary stages, 
 later inflexibility in making project 
related
expenditures, 
 and the many unforseen administrative expenditures
involved 
 have rendered 
 the project partially unresponsive
urgent seasonal small 
to
 

farmer requirements and 
less than optimally
conscious of its non-governmental enterprise development role.
 

Through 
 the success 
of the PUSPETA Project funding 
systems
methodology used 
 via the full monetization of Title 
 II commodities 
 and its eventual relevant 
and immediate utilization, and
the difficulty experienced in the FCC Luwu 
 Project's implementation under a 
Government to Government loan 
 disbursement 
 ap-paratus, CLUSA and 
 the GOI feel it essential 
to the project's
success that 
PL 480 Title II or 
AA 416 funding be the vehicle for
a sufficient portion of 
the project's financing.
 

The Department 
 of Cooperatives and 
 the National Development
Planning Agency 
(BAPPENAS) have committed six 
 million dollars of
FY 85 Title I funding to the 
project's implementation.
represents approximately This

70 % of the project's total 
 financing
requirement 
 $8.691 million.
of GOI Title I funds will 
 be
utilized for all 
of 
the project's construction, land procurement,
equipment, machinery and 
vehicle procurement, its working capital
and training requirements, 
 and the creation of 
 a Cooperative
Rural 
Enterprise Development Fund. 
 Monetized Title II 
or AA 416
funding will 
 be utilized for the project's 
required technical
assistance and a 
portion of 
its initial 
salary subsidies.
 

Title I funding, due to the 
 somewhat stringent regulations
governing 
 its disbursement, 
will be utilized
mentioned capital 
for the above
outlays due to their financing nature.
construction of The
facilities, procurement of 
land and, disbursement
of training funds can 
be undertaken within governmental budgetary
guidelines without seriously delaying 
or affecting the 
 project's
implementation. 
 Title I funds will 
be made available to
project through the


the Department 
of Finance's 
Directorate
Investment Capital of
(Direktorate Dana 
Investasi). 
 The funds will
be placed into a 
project Capital Investment Account 
 (Rekening
Dana Investasi) where 
they will be disbursed 
 to the project
treasurer accor-ding to 
a schedule of 
project withdrawls.
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Remaining 
project expenditures 
however will 
 require flexible
financial availability to respond effectively to the specific day
to day needs of 
project implementation 
as described above.
 
Initial consideration by the GOI has been given to wheat,
first preference and then soybeans 

as a
 
as the most appropriate
niodities comto be monetized for the AA 416 or
portion Title II financed
on the basis of consumption and need in
market. the Indonesian
The actual commodities to be shipped will
further negotiation between AID, USDA, the GOI, 

be open to
 
and CLUSA.
 

Wheat is 
the commodity of preference due to 
Indonesid's
tial annual subst"7,consumption and corresponding import increases.
yearly amount required would be 
The
 

ted annual 
less than one percent of projecimports and thus could be


with normal 
imported without interfering
marketing requirements. 
 BULOG,
Management the GOI Logistics
Bureau is responsible for all 
basic food importations
and for releasing these stocks into marketing channels as
stabilization measure. a price
As all 
importea wheat is sold directly to
three local 
flour mills, none 
would go directly into the consumer
market. 
 BULOG would receive the imported wheat, and upon selling
it 
 to the flour mills 
as with the previous project,
proceeds into deposit the
a special 
CLUSA bank account 
for the specific
purpose of 
funding the proposed project.
 

The Ministry 

utilizing 

of Cooperatives has preliminarily concurred with
the same methodology for price determination
monetized of the
Title II 
or AA 416 commodities. 
 CLUSA,
USAID/Indonesia PULOG, dnd
would agree on a landed market price
shipment based for each
upon the world market price at
shipment. the time of the
BULOG would pay 
an amount equal

for to what it would pay
a similar purchase through regular commercial channels.
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V. PRgOECQ ORGANIZATION AND MANAGEMENT
 

A. CENTRAL MANAGEMENT
 

The Cooperative League of 
the U.S.A. 
 (CLUSA) and the Department
of Cooperatives* 
Research and Development Division 
(DCRD) will
share the responsib:ility for 
management and coordination of 
 the
project. To ensure 
the continuity of 
project funding and the
fulfillment of USAID administrative and reporting 
 requirements,

the physical locus of 
project management and administration for
Title II or 
Section 416 funded expenditures will be within CLUSA.

Likewise, the administrative and reporting requirements for 
 the
disbursement 
of 
 the Title I funding through the Rekening Dana
Investasi system will 
be undertaken by the Department of 
Coopera
tives' appointed Project Management Unit.
 

The DCRD is seen as the appropriate Department of 
 Cooperativeimplementation 
 agency through Ministerial Instruction No. 
 5 of
1984. This instruction's Chapter 5, that
Section 3 states 
 the
Head of the 
 DCRD will have the responsibility to "implement,

evaluate 
 and provide guidance to pilot and example 
p,-ojects to
accrue, test, 
 prove and prepare data concerning several systens
or technical methods that have yet 
to 
fully become operational
systems or policies 
and are still within their research and
evaluation stage." 
 The DCRD is also 
 the counterpdrt

implementation agency of CLUSA in 
 the Comprehensive Planning
 
Project.
 

An Inter-Directorate General Coordinating Committee made up 
 of
the following Officials or 
their designees will be organized

together to


with CLUSA provide general oversight to project 
 opera
ting officials:
 

Director General 
of Cooperative Business Affairs
 

Director General 
of Cooperative Organizational Guidance
 

Head of Cooperative Research and Development Division
 

The Committee will be responsible for:
 

(a) Establishing General 
Project Policies
 

(b) Coordinating Project Activities of 
Involved Bodies
 

(c) Ciinducting Periodic Reviews of 
Project Progress
 

Periodic Project Reports

(d) Reviewing the Results of 


The Committee will convene at 
the call of the Project Management
 
Unit described beluw.
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The executive arm of the Committee will 
be a Project Management

Unit composed of the 
 CLUSA Resident Representative, the

Department of Cooperatives' Foreign Project Coordinator, 
 and the
 
Project Development Officer. 
 The PMU's responsibility will be to
coordinate the implementation of all 
project related activites
 
occuring at the national level.
 

The DCRD will appoint a Project Development Officer (PDO) at the
 
national level to act as 
a full time counterpart to CLUSA speci
fically for the implementation of the CAEDP. 
 The PDO will, in

addition to acting as a 
liasion between the DCRD, CLUSA, and the

field project organizations through his participation 
with the
 
PMU, 
 assist in national level project-related administration and
 
act as an interministerial liasion in 
Jakarta.
 

Tc 
 insure sound operational integration with the Uplands 
Agri
cultural Conservation Project in Kabupatens Malang and 
 Boyolali,

the PMU will 
 maintain close communication 
with the National
 
Interministerial 
 Policy Committee of the 
UACP. The principle

task of the UACP Interministerial Committee would be to 
put in
 
place the overall 
policy framework that governs the execution and
 
reviews the annual proyress of 
the project. Overall guidelines

on the direct participation and role of 
the PUSPETA organizations

in Kabupatens Malang and Boyolali 
will 
emanate from the committee
 
as the Uplands Project is implemented.
 

B. PROVINCIAL LEVEL MANAGEMENT
 

At the provincial level, 
 direct project participation by the

Provincial Cooperative 
Officer will be discretionary since

activity directly connected with the project will be concentrated
 
at the district and subdistrict levels. 
 The provincial level
 
offices, however, 
 will assist the Project Management Unit with

project related problems 
that involve areas beyond district
 
jurisdiction.
 

C. DISTRICT LEVEL MANAGEMENT
 

A Temporary Advisory Board 
(TAB) be established for each district
 
composed of the following participants:
 

Project Development Officer
 

District Cooperitive Officer
 

Local Government Economic Section Head
 

Local Cooperative Council Chairman
 

CLUSA Representative
 

The Board will meet on a bimonthly basis with the Project Development Officer serving as Chairman. The Board will act as a
 
local advisory body and 
initially possess organizational manage
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nient authority for the PUSPETA entities.
 

As local primary and secondary cooperative management capability

i5 developed within the proposed 
PUSPETA framework, a joint

primary cooperative committee (Panitia Bersama) will 
be formed
 
and consist of the PUSPETA 
management and a representative
 
designated by each KUD. 
 The committee will meet on a bimonthly
basis and primarily fujiction as a body for the coordination of
 
the project's services 
and activities with the necessities of the
 
small farmers through their cooperatives.
 

In addition 
 to the above function, the encouragement of such
 
participation by the primaries into the planning and provision of
 
the PUSPETAS" services will also 
serve to implant a feeling of
 
grass roots participation into and 
serve as a practical training

ground for the management of what will eventually become 
their
 
user-owned entity.
 

Field operations will be centered around the seven PPK and 

existing KUD within the project areas. 
 PPK managers will assume
 
responsibility for the operational 
aspects of the program while
 
existing KUD managers and operational staff will handle the
 
increased services to members.
 

The National Pusat Pelayanan Koperasi Program has 
 been firmly

established in nearly all 
the country's kabupatens. In the
 
program's target areas of 
Malang and Boyolali, the PPKs have
 
operated for a period of approximately three years and have
 
received office and transport facilities from the GOI. Thirteen
 
staff 
 have been trained and placed at the PPKs and have received
 
nearly total 
salary subsidy from the GOI since inception.
 

The current status of the PPKs is that of 
a Project Unit. It was
 
originally planned 
 that the PPKs would eventually operate as
 
branches of 
the provincial secondary cooperative (PUSKUD) and be
 
financed eventually through increased PUSKUD profits due to 
 PPK
 
impact upon its 
operational efficiency. Experience has however
 
shown that this may either not be possible or require a much more
 
lengthy project implementation life than originally envisioned.
 

National level 
policy review on this issue is currently taking

place and several aspects of experimental kabupaten level insti
tutional organizations such 
 as PUSPETA are seriously being

studied for replicability.
 

The Department of Cooperatives, as with the PUSPETA 
project,

would, through a working agreement, sanction financial 
and mana
gerial decision making autonomy at the PPK 
 (kabupaten level).

This 
would be achieved through the TAB's creation and the grant
ing of PMU status to the PPK organizations.
 

In addition, 
 the PPK through its financial and managerial auton
omy and 
 its PMU status will be permitted to transact business
 
with KUDs, the private sector, and parastatal consumer goods

(BULOG), fertilizer (PUSRI) and pesticides (PT PERTANI) suppliers
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under its own name. Profits accruing as a result of operationt,
 
will either be reinvested in additional PPK investments or be
 
divided among member primary cooperatives. To facilitate such
 
bu-ineb3 operation,, the Department of Cooperatives will also
 
assist the PUSPETA in obtaining additional long term working
 
capital loans (usually six years including two one-year grace
 
periods) under their PMU status and from the Department of Fi
nncu's Directorate of Investment Funds.
 

As with the current Luwu and Klaten Projects, the enhanced F'PI'.
 
propoted throuqh this project will be long-term and pilot in
 
nature. Th.±ir future post-project status will thus depend sub
stdntially upon future government cooperative policy and in their
 
perfor,,ance in mobilizing project area KUDs as grass roots org. 
-

nizaticns 
 with effective business operations and a demonstrated
 
potentiCl PPK management capability. As previously mentioned,
 
the overall project goals "ill thus place most emphasis upon the,
 
cooperative sector's ability to provide essential services to the
 
target beneficiaries and to achieve the management and operation
al levels required for the long-term, viable provision of ser
vi ces.
 

The following illustrates the current organizational structure
 
of thu PPK kabupaten level model existing in the project
 
1ocations:
 

PPK ORGANIZATION STRUCTURE
 

f>-a M iMG(F
 

~- -MINESR] r ITAL FOkMATIu
 
--- DIVISION - - L -DI-ISION - 

-CC TEAENSPORT
 

In addition to the above, each PPK has a typist, driver and
 
guard, thus totalling 13 employees. To insure efficient opera
tions, several additional staff will initially and at loter
 
phases be required at each PPK. The pattern of each PUSPElA'S
 
staffing requirements will be according to each area's particular
 
operational services planned and will be enumerated within the
 
project's budget.
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VI. PROJECT COMPONFN1 S 

V. ATRTEBY 

The basic strategy of project implementation in the targeted
 

areas 
 will be the creation of a cooperative structure that will
 

farmers of the locality.
be responsive to the needs of the small 


CLUSA's experience in Indonesia through the Klaten and Luwu
 

Projects h.as demonstrated that to attain a responsive cooperative
 

entity, three main conditions must initially be met;
 

have the managerial and administrative
1. The cooperative must 


capacity and entrepreneurial incentives to plan, initiate and
 

implement the wide range of activities that its membership 
re

quires. For the targeted PPKs, this most likely means the re

cruitment of top-level, experienced and qualified management
 

personnel from the private bector and the provision of salaries
 

the private sector. For the targeted
competitive with those of 

primary cooperatives, this will require initial intensive train

ing activities for general administrative, accounting and organi

zational duvolopmunt and, later, technical training in speciiic 

areas of business. 

2. Sufficient long and short-term capital must be made available
 

to the project to initiate the planned business activities and
 

develop the infrastructure required for their implementation.
 

3. The membership of the primary cooperatives must be broadly
 

babed and educated in the role and funcLions of their coopera
tives, and the system must provide significant uconomic benefits
 
to justify their support through business patronage.
 

CLUSA's implementation methodology will, therefore, initially
 

focus upon the following three critical areas: (1) the develop

ment of qualified management and administrative capability within
 

the cooperative sector in the project areas; (2) the initial
 

availability of long and short-term capital resources to finance
 

operational expansion and the development of a system guaran

teeing its continual availability; and (3) the provision of
 

membership training to enable broad based participation in the
 

management and business activities of the cooperatives.
 

Through CLUSA's PUSPETA Klaten experience, these tasks Kll be
 

accomplished most efficiently through the development oi training
 

and business activities around a three-level cooperative
 

structure within each targeted development area. The basic units
 

of thib structure will connst of:
 

(a) small far,,mer member groups of around 15-30 individuals
 

organized around a common economic activity or service provided
 

through the coopurativu structure;
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(b) existing primary cooperatives (KUD) at the village level;
 

(c) The Cooperative Service Center 
(PPK-PUSPETA) to act 
as a pre
secondary organization providing assistance to the primary coop
eratives.
 

To insure the close relationship between the critically important

aspects of management training and membership education, these
 
activities will 
be designed around the development of cooperative

business activities. 
 Within the initial trial run/on-the-job

training period of the restructured PPK organizations, priority

will be placed upon enhancing, through more efficient administra
tive and operational methodologies, the services currently (al
beit less than optimally) implemented by some of the primaries in
 
the target areas. These services will include:
 

1. The supply of fertilizers, seeds and pesticides to small
holders through their primary cooperatives.
 

A- The management and administration of the Sugarcane Credit and
 
Production Intensification Scheme's 
input supply, planting,

harvesting, transport and repayment operations.
 

3. The efficient supply of a diversified line of consumer goods

to primary cooperative 
 stores to insure a non-seasonally as
sociated 
source of income.
 

4. Assistance 
 in the rice marketing operation through limited
 
financial, processing and transport assistance.
 

5. 
 Expirimental secondary and perishable crop procurement, pro
cessing and marketing operations.
 

6. Initial livestock concentrate feed marketing.
 

At that time, the project management will further research plans

for specific subprojects and their viability and relevance to 
the
 
proposed target 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 circumstance. As management capabili
ties are increased and new technologies are tested in pilot
 
areas, and as farmer participation and service 
adoption in
creases, additional project activities will be defined and devel
oped into viable businesses.
 

B. APPROACH
 

In addition to the strategy described above, the project will
focus upon one subsector in each of the target areas. 
 Within the
 
three districts loLated on Java 
(Malang, Klaten and Doyolali) the

projecL will concentrate upon ar, integrated service approach from
 
the production of 
secondary crops (and utilizable crop residues)
 
to marketing and processing. The project will provide farmers
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with an 
innovative, economically viable technological package for

year-round feed pruduction and will 
create a cooperative market 
infrastructure to guarantee poultry, beef 
and dairy production

profitability to project participants.
 

Operational concentration 
within the FCC Luwu project will bL
 
further placed 
 upor, the area's aquacultural production 
 sector. 
ThQ project will, through the establishment of a tiger pra,i,
hatchery operation and the corresponding provision of training,

extension, credit and marketing facilities, remove the remaining
bdrriers to increased production and incomes in a rarkuLtin 
environment of virtually limitless potential.
 

Within each of the two areas sub.ectors, several specific sub
projects have been identified and designed to operate compat ily

with 
 existing and future Kelompok-KUD-PUSPETA operations. 
 As
 
these subprojects achieve viability or 
are judged to be non
viable due changed economic or political circumstances, the flex
ibility 
of the project will enable the development of new sub
project activities within or outside these sectors.
 

The two subsectors 
(and within them the several individual but

interrelated subprojects that have been identified) were 
 chosen
 
primarily 
to focus project efforts upon longstanding and critical
 
problems of the respective areas 
that, if resolved, have the

potential to provide a substantial lift 
to small farmer incomes,

productivity, and nutrition while, at the 
same time, fui ther
 
testing a cooperative development model 
that is currently showing

great potential. Under further test, 
 will be an approach that
 
integrates technology, credit, production and marketing 
 based
 
upun a comprehensive understanding of production and market ng
relationships, critica] linkages between the local smallholder
 
grain producer 
and his livestock production counterpart's input

bupply requirements. The understanding is ariven primarily by
demand, beginning with the well defined export shrimp 
and local
 
livestock markets, extending back through the input, finance and
 
market supply line 
to the small farmer producer.
 

The subprojects, rather than sequentially overcoming constraints,
will incorporate simultaneous actions at many points in the
 
supply 
 to market chain. These actions will not be interdepen
dent, but each will be designed to have impact upon 
 its own.
 
When taken together, however, all 
of the activities will be mutu
ally reinforcing, multiplying the effects of 
all subproject acti
vities. Exhibit 
I illustrates the principal organizational rela
tionships of these actions.
 

The project is designed for interventions to impact upon the
 
cooperative 
 seLtor whenever solutions have not 
 been adequately

provided by the government ur private sector. 
 The coordinated
 
interventions will 
 be managed from outside a governmental line
 
agency, 
 but within the framework and purview of existing govern
mental monitoring and policy review, 
providing an operational

base that can affect Ministry of Cooperatives decisions in 
 sLIp
port of cooperative sector development.
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Subprojects 
 span a wide range of and
economic circumstances

opportunities. 
 The secondary crop/livestock feed production and
marketing subproject will 
begin in 
areas having intensified secondary crop research and 
 extension assistance under the
USAID/IBRD/GOI 
 Upland Agricultural Conservation Project. 
 These
 are areas of established livestock and secondary crop production,
(with relatively very low yields in both), 
no secondary seed crop
availability, 
an extremely 
 low utilization of 
 available feed
technologies, and pronounced dry 
season variations in 
feed availabilities and prices. 
 The tiner prawn produ:tion and marketing
subproject 
 begins with a well-defined and seemingly 
limitless
export market, and moves backwards to problems of 
fry supply.
 

While 
 significant implementation activities are focused upon the
two subprojects, 
the small core 
of CLUSA advisors and their DCRD
counterparts will 
insure that the proposed ccoperative organizational model is effectively tested, 
will provide overall management guidance and document the lessons learned, 
 insure coordination among the project activities, 
and will raise policy issues
 
to the appropriate levels for resolution.
 

The subprojects selected for 
initial implementation thus 
represent promising initial interventions in regard to both 
impact and
further testing of the 
current PUSPETA cooperative model 
across 
a
wider 
area and differing economic environments. 
 Their selection
 was based upon a specific set of criteria that will 
also be used
to measure the potential 
of future subproject possibilities.
These criteria include 
(1) subproject viability; 
 (2) potential

beneficiary impact; 
and (3) subproject context.
 

Finally, a cooperative rural 
enterprise development fund (REDF)
will be established 
to finance innovative and 
 rural employment
generating 
business operations identified during the life of 
the
project. 
 The REDF will be administered by the Project Management

Unit and function as regenerative seed capital 
credit to either
enable the expansion of 
existing viable operations or the 
 start
of newly identified high 
 potential operations within the
 
project's guidelines.
 

The PUSPETA model is designed to play its role 
in a dynamic
economic envircnment in which production and market relationships
will change during the life of 
the project. The areas of 
implementation are 
within economic sectors in 
which some decisions are
left to the discretion of 
the farmer and his cooperative organization and some 
are not, with 
some degree of uncertainty between
 
the two categories.
 

Based upon the criteria stated above, 
 the subprojects chosen 
to
be the focus of the early efforts of the project are 
 indeed
likely candidates for successful 
development. 
 The PUSPETA nsLdJtl
will 
 find its strength in the approach taken toward the development 
 of these subprojects (as well 
as others that may 
 be initiated at later stages) as these will 
become the vehicles through
which a significant portion of 
the project's total benefits will
be provided. It must 
be emphasized, however, that the critical
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element 
 that 
 will guarantee the success of
orgidiization the project
of a viable, locally-owned and 
is the
 

entity capable managed
of responding to the economic needs of 
business
 

geted beneficiaries. its tar-
The overall project depends on
of the success
carefully planned and implemented subprojects.
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VII. SECONDARY CROP/LIVESTOCK FEEDING PRODUCTION AND MARKETING
 
SUBPROJECT
 

A. Background
 

Production-Secondary cropping systems utilized throughout the
tiree districts 
 proposed for this subproject are quite 
diverse
 
and usually include upland area 
intercropping patterns reflecting

differing agroclimatic conditions, agricultural input availabili
ty and what have become fairly stabilized seasonal market condi
tions.
 

Depending upon an 
area's environmental conditions, 
three general

types of secondary crop upland farming are 
predominant. Where

elevations exceed 700 meters and precipitation rates are greater
than 3000 mm/year, farmers devote much of their 
 activity to
estate and horticultural crops such 
as cabbage, cucumber, clove

and coffee. Preferred livestock are dairy cows and, 
where found,

cultivated patches of 
napier grass correspond.
 

The second general system of 
upland farming utilized occurs in
areas with precipitation rates between 2,500 and 
 3000 mm/year

with an eight to nine month rainfall distribution. These areas
usually occur at elevations between 250 and 700 meters above 
sea
level 
and are common within the three pruject areas. The general

pattern in 
 these areas is to have two intercrop plantings per
year. At the onset of 
the rainy season, the first planting cycle
commonly includes an intercropping of cassava, 
upland rice and
maize. The 
 second 
 cycle will then frequently include

interplanted corn and peanuts along with the first cycle's yet to
 
be harvested cassava.
 

The major characteristics 
of the third type of project area

upland farming are precipitation r&tes below 2,500 mm/year

rainfall lasting months or 

with
 
seven 
 less. As with the second system, these areas generally utilize two 
planting cycles with
intercropped cassava, 
maize 
and peanuts, or corn monoculture


dominating the first cycle. 
 Farmers will 
then usually intercrop

maize and soybeans, or 
maize and peanuts or monoculture soybeans.
 

Accurate yield data for 
these areas is difficult to obtain due to
intercropping 
system prevalence in these areas and 
 governmental

data not differentiating yields from irrigated and 
 non-irrigated

lands. Crops monocropped on irrigated land would normally yield

much higher than those intercropped in the upland areas. 
 Existing data on all areas however report very low yields 
for each
 crop under this generalized reporting format.
 

Table 
 3 lists areas currently planted under maize, 
soybeans and
 
peanuts in the project 
areas.
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Table 3: 
Project Area Secondary Crop Production Data (ha)
 

District 
 Maize Soybeans Peanuts
 

Malang 
 87,665 2,445 
 2,958
Boyolali 
 33,276 4,373 
 3,946
Klaten 
 7,528 3,321 
 1,925
 

Sources; 	Department of Agriculture, Central Java
 
BAPPEDA, Malang, East Java
 
Pemdad Dati 
II Klaten
 

Upland 
 areas within two of the three districts are also central
areas of 
dairy cow production in their respective provinces
also 
 supply a 	significant portion of domestic 
and
 

milk production.
The industry virtually 

1981 	

began in these areas between 1979 and
when fresier holstein heifers 
were provided to landless 
 or
smallhclder upland 
 farmers through Presidential Aid and BRI-
Cooperative credit programs. 
 Table 4 lists dairy cattle popula
tion in the three project areas.
 

Table 4: 	Dairy Cattle Population/Production in Project Areas
 

District 
 Heifers Provided Current Heifer 
 Production
 
Under Programs Population itrs/day
 

Malang 
 3,750 
 20,978 68,011
Klaten 
 1,019 
 1,200 4,600
Boyolali 
 3,263 
 5,426 19,100
 

Sources: 	Kantor Koperasi Boyolali
 
Kantor Koperasi Klaten
 
Kantor BAPPEDA Malang
 

ii. Secondary ;r 2 Seed
 

Maize 
 is one of the most popular and by far the most 
 cultivated
of 
 the several traditional food crops produced by the project
area s upland smallholder. 
 Due to current producer taste preferences, the production of 
local, low producing, short maturing
white varieties predominate. 
 Yields from non-intercropped plotb
are estimated to range from 600-1,000 kgs. per hectare.
 
.Much higher yielding improved (Arjuna, 
Geja Kertas, Harapan) and
hybrid 
 (CI) yellow kernel varieties are currently available that
require 	 an additional 
twenty day planting 
season. Extensive
research and numerous hybrid seed trial 
plots by 	the Department
of Agriculture with relatively low fertilizer 
 application in
fifteen 
 areas of Java have yielded as high as 10.5 tons per
hectare with 
an average of 
5.7 tns. Even vihen compared with the
intensified methods of 
production for the improved Arjuna variety, the hybrid, with Rp. 
15,000 increased input costs, produced
an average incremental return of 
Rp. 332,000 per hectare.
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Also widely grown and traditionally intercropped in several of
 
the upland areas, peanuts have become a reliable source of income
 
when grown with improved practices and have offered relatively
 
higher returns than other paLl!fi1a crops.
 

High yielding peanut seed is as yet unavailable in nearly all
 
areas of Indonesia, however, its adoption and utilization offers
 
the potential of dramatically increasing peanut yields. Yields
 
for most areas of Java are reported at approximately 700 kgs. per
 
hectare. The Department of Agriculture has recently demonstrated
 
that the two currently promoted varieties (Anoa and Rusa) can
 
more than double average yields (to 1300-1500 kgs/ha).
 

Farmers generally purchase low quality seed from traders which
 
has a low rate of germination and offers low yields. The seed,
 
duu to the crop's limited seasonal compatibility is generally
 
purchased by farmers during periods of high prices and scarcity.
 
At harvest, the farmer will normally contract his harvest and
 
sell through the tebasan system. Prior to threshing, the
 
unshelled nuts are sold to a private trader and the plant is sold
 
locally as an inexpensive livestock forage.
 

The traders then dry, shell, manually grade and package the nuts
 
for wholesale marketing. Usually, this manual grading will
 
separate a portion of the larger untarnished nuts for eventual
 
seed resale to farmers.
 

Several varieties of soybeans are grown (often times simulta
neously) for resale throughout the project areas. Its relatively
 
high resistance to drought and year-long marketability make soy
beans a crop of necessity in several project areas during speci
fic seasonal periods. Early maturing varieties such as Lokon
 
appear to currently offer the best potential for higher yields
 
with good husbandry practices, fertilization and pest control.
 
As with other secondary crop seed, quality certified soybean seed
 
is rarely available. When available, it is often for government
 
related credit programs and usually not sufficiently available to
 
fulfill required quality standards and program input magnitude.
 
Germination is often low due to poor handling methods and the
 
high split, brown, black, moldy and bicolored grain content
 
problems associated with rainy period harvests. The very few
 
seed suppliers involved with soybean seed production conduct
 
sorting and grading operations manually and at the farmer pro
ducers' homes where it is frequently mixed with other varieties.
 

iii. Darypq f gattle EV2ing
 

Ab previously mentioned, dairy farming is a principal economic
 
activity of many of the project area's small farmers. A IVUL
 
study conducted by the Faculty of Animal Husbandry of Gajah Mada
 
University entitled "The Impact of Imported Dairy Cattle on
 
Prospects for Development of Animal Production by Small Farmers
 
and Development of Village Dairy Cooperatives in Central Java"
 
put forth the following characteristics of the province's small
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holder dairy farmer:
 

1. 	 Their main occupation is farmigg and 
they have low levels of
 
education and reading and writing skills.
 

2. 	They are five-member families, and 
own 	small amounts of land.
 

3. 	They own 1.6 to 2.7 dairy cows 
and 	have less than three years

experience in dairy farming.
 

4. 	Their 
knowledge and skills are insufficient and they have
 
never attended any course 
in animal husbandry.
 

5. 	 Forage requirements are generally only enough to meet
 
maintenance requirements and concentrate feed amounts are

still too low causing'low production.
 

6. 	Lactating period milk production of less than 6 liters/day
 
was far below the genetic potential of the cows.
 

The same report provided information on the feeding of the area's

dairy cattle and their offspring. In general, the farmers did
 
not provide different types of feed for cows and calves, 
 or even
between dry and lactating cows. 
 Forages usually include mixtures

of 	 field and planted grasses and 
were fed together with concen
trates and seasonally available crop residues. 
The current feeding programs and the great difficulty farmers faced in obtaining

sufficient forage in 
the 	dry seasons were felt to preclude the

possibility of ever 
bringing the animals and their offspring to

their productive and income producing potential.
 

The PUSPETA/KIaten project's Livestock Research, Training 
 and
Demonstration Center has in its initial year of 
operation tested
 over thirty smallfarmer feeding programs for 
 dairy and beef
cattle utilizing offspring of locally available cattle. Through

such testing, the Center has identified several programs, which,
when combined with better animal husbandry practices, optimize

profitability under 
a variety of production conditions. Some of

the Center's programs have increased yields over 
 one hundred
 
percent with marginal feed cost 
increases and the utilization of
 
over 
 ninety percent locally available secondary crops and 
 their
 
residues.
 

The 
 Center has also conducted research on feeding programs 
 for

the beef fattening of 
the 	currently neglected dairy cow bull

offspring. A program currently being tried has resulted in 
 an
 average daily gain of one kilogram and feed costs of 
 less than
 
one 	third the liveweight price of the animal.
 

The 
 PUSPETA Klaten Project has adequate feedmill and grain and
for-aye storage facilities to immediately commercially disseminate

feeding regimens proven successful through research. Farmer

training facilities are also available to train program

participants at 
their initial program utilization.
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iv. Marketing
 

The Uplands Agriculture Conservation Project through its large
 
farming systems research and extension components will introduce
 
new agricultural technology in the project's upper watershed
 
areas. Research results have demonstrated that existing tech
nology (improved seed varieties, fertilizer use, etc.) can sub
stantially increase yields of the current 
secondary crops grown.
 
The PUSPETA Klaten Project has also demonstrated through its
 
research facility that improved feeding and animal 
 husbandry
 
practices can dramatically improve dairy and beef cattle yields.
 

As production inputs, 
 credit and extension are made available, a
 
key to farmer willingness to adapt the new technology will be the
 
inimmediate visible profitdbility of the innovation. Aside from
 
greatly increasing productivity, the availability of markets and
 
reasonable farmgate commodity prices will greatly determine the
 
rate at which improved practices are adopted.
 

Maize is an important food item for the rural people. Annual per

capita consumption in Java during 1969/70 was 3.9 kgs. 
 in urban
 
and 36.4 kgs. in rural areas. At that time, 13% of the crop was
 
utilized for feed and the remainder for direct human consumption
 
(LPPP, Sudjana). Today, an estimated 20% is fed 
to livestock.
 

The commercial market for maize in the project 
areas in apparent
ly not very well developed as it remains essentially a subsis
tance crop. There have been years, including the current one,

when Indonesia has exported and imported substantial quantities

of maize. With the devaluation of the Rupiah, domestic prices
 
may seasonally become low enough 
so that in some years it
 
could 
 become available for export while retaining an attractive
 
relative income through its production.
 

Surplus production of maize is mainly sold to local feed mills
 
and a vegetable oil 
factory located in East Java. The incidence
 
in recent years of great seasonal fluctuations in maize prices

and corresponding BULOG supply intervention during very high
 
price periods attests to the surplus production market's growing

ability to absorb a continually increasing supply. The contin
uing high rate of seasonal consumption increases, such as poultry

feed utilization, (11% in 81/82 and 29% 
in 82/83-Attache Report,

Indonesia: Ouarterly Grain and Feed Update, June 
1, 1983) further
 
suggests good market potential for increased domestic maize 
 pro
duction.
 

Soybeans are grown largely as a cash crop vith over 75% 
 of the
 
locally grown crop marketed (IPB, 1976). In addition to signifi
cant imported quantitiF-, of soybeans distributed by BULOB arid
 
outer island seasonal shipments to Surabaya, 
 local production is
 
mainly 
 sold through regional centers to soybean processor

erativeu. for the production of (1) tahu, 

coup
 
a protein precipatate
 

obtained from water extraction of ground soybeans, and 
(2) tempe,
 
a cooked soybean cake fermented with rhizopus.
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Due to an expected continual high demand for soybean products and
 
the substantial room for import substitution, domestic market
 
prospects for soybeans appear strong. In 1981, total domestic
 
production plus impor ts were estirnted at over one million metric
 
tons. Imports constitutd 34% of of the utilization. Domestic
 
production has since fallen and imports increased.
 

All proposed project areas exhibit great potential for utilizing
 
their existing high animal populations as a vehicle for marketing
 
locally grown produce as a high value product. Utilization of
 
maize and rice bran as 
a seventy perrent !ocal on farm addition
 
to poultry layer and meatbird concentretes is currently wide
spread and weightgain efficient. It is not uncommon, however,
 
that seasonal maize surpluses are shipped from their district of
 
origin during harvest and reimported during non-harvest periods
 
at prices eighty percent higher than originally at farmgate.
 

Rice bran, a local rilling byproduct included in poultry rations
 
at concentratians oi up to forty percent and in varying propor
tions of local dairy and swine feed rations is seasonally in
 
great surplus and at relatively low cost. Because of the high
 
content of unsaturated fatty acids in the bran, it begins 
to
 
oxidize as soon as the rice is milled. It is estimated that the
 
oxidation 
 takes place and the feeding value reduced at the rate
 
of one-half percent per hour. Within one week, the product is
 
very r-ancid and is of significantly reduced feeding value. Due
 
to the commodity's perishability and its condition as a by
product, it frequently varies in price from Rp. 35 during peak
 
harvest periods to Rp. 90 before major harvests. A significant
 
quantity is lost to spoilage and its poor quality or non-avail
ability substantially affects the stabilization of livestock
 
production.
 

Outside the relatively well-established and frequently small
holder poultry industry, livestock feeding in the project areas
 
and in Indonesia as a whole is well below its technological
 
potential. In all areas of animal feeding, the secondary crop
 
grain farmer to livestock producer commodity marketing chain is
 
characterized by procurement, transport, processing, and storage
 
inefficiencies which both lower grain producer prices and in
crease consumption prices. In the long run, livestock production
 
enterprises will provide great opportunities for farmers to
 
greatly increase their incomes through marketing their produce as
 
meat, eggs or dairy products. The successful utilization of the
 
already available technology, however, will depend considerably
 
upon great improvement in commodity market and related input
 
supply channel efficiency.
 

Fresh milk marketing is currently undertaken nearly exclusively
 
by primary cooperatives and mostly sold through the GKSI (Gabun
gan Koperasi Susu Indonesia-Indonesia Federation of Milk Coopera
tives) to the local large processing companies for eventual
 
condensation or evaporation. In the project areas, PT Sari
 
Husada and PT Nestle are the principal processor markets in
 
Central and East Java respectively. Indonesia during 1903
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imported approximately eighty 
percent of its 
 domestic milk
consumption requirements, 
or 
nearly six hundred million litres.

Although 
 currently an inefficient producer of 
 this commodity
(domestically subsidized at higher 
 than import prices) for
reasons 
previously discussed, 
government priorities during
Fourth Replita call for an increase of 250,000 head of 

the
 
dairy cow
population and for domestic production fulfilling half 
of national consumption requirements. In addition to 
the size of imports,
the activity is seen 
as having great potential to provide additional employment and 
income opportunity to Java's great number
 

of smallholder 
or landless farmers.
 

The market system is 
thus closely regulated and increased local
production is 
 usually quickly responded to with increased milk
factory domestic production intake requirement.
 

Import substitution 
for premium beef 
also represents a larger
potential 
demand for secondary crops 
as feed ingredients. Total
imports of deboned beef 
carcasses amounted to 
over two thousand
tons in 1963. Assuming a deboned beef to 
live carcass conversion
ratio of 1:3, a six 
thousand ton liveweight or 
fifteen thousand
head 
production equivalent could substitute premium beef 
imports
and derive an incremental twenty thousand ton 
demand for maize
 
and other feed ingredients.
 

B. PROPOSED SUBPROJECT DESCRIPTION
 

The CAEDP can contribute to 
the development of secondary crop and
livestock production and marketing through four types of 
subproject assistance. These are: 
(1) improved seed production and/or
distribution; 
 (2) grain commodity marketing, processing, and
local 
storage/price stabilization; 
(3) the provision of livestock
technical 
support and improved feding program inputs; 
 and, (4)
the provision of 
guaranteed market facilities for 
local livestock
production. 
 These efforts will 
be aimed at increasing the
of the cooperative sector 
role
 

in the provision of development assistance to smallholder producers while at 
the same time making
appropriate use 
of existing cooperative institutions and 
 recent
 
arid future technical capabilities.
 

i. JrmCved Seed Prqduction pnd 
Distributon
 

The provision of 
technical and infrastructural 
support to the
project area's small farmers, their primary cooperatives and
cooperative service centers is directed towards three objectives:
increasing the production and availability of improved secondary
crop seeds to smallholder and upland farmers; 
creating a cooperative based small 
farmer seed production industry; 
 and, the total
integration of 
 small 
farmer secondary crop production with
marketing and processing under a viable cooperative network. 
its
 

The CAEDP will 
focus the implementation of 
the secondary

seed production activity within the 

crop
 
initially implemented PUSPETA


Malang and PUSPETA Klaten and 
their primary cooperatives. The
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model and its operational methodology will be set up similar to
 
that currently utilized with considerable success by the PUSPETA
 
Klaten Project for the production of rice seed. Due to the seed
 
requirements of the Uplands Agr{cultural Conservation Project,
 
its design of introducing the use of inputs to farmers with
 
little previous experience in their utilization, and the variable
 
seasonal rainfall, the KUDs must have the required supplies on
 
hand in time to best take advantage of the optimum planting

period. The supply problems of the secondary crop producers are
 
serious both because of their dispersion and remoteness and their
 
requirement for relatively small input packages. Solution of
 
these potential constraints along with the development of staff
 
capability in both the KUDs and PPKs to handle a full line of
 
production inputs are amcng the primary objectives of thi-, pro
ject component.
 

Within the seed production operation, the PUSPETAs Malang and
 
Klaten will function as: (1) seed input procurement agencies on
 
behalf of their associated primary cooperatives for seeds pro
duced within or procured outside the districts; (2) supply coor
dinators, contractors to KUDs and kelompoks, production and har
vest supervisors; and, (3) transporters, processors, packagers,
 
and distributors of inputs produced within the district.
 

The primary cooperatives (KUD) will operate as: (1) organizers of
 
small farmer project participants into seed production kelompok;
 
(2) distributors of seed production inputs to the kelompok on a
 
credit basis; (3) seed harvest contractors, primary processors
 
and payment agencies to the production kelompoks; and, (4)
 
planting material distributor to the consumption crop producer
 
participants.
 

Cooperative member seed production groups (kelompok) will on
 
their individual landholdings cultivate contiguous four to seven
 
hectare areas utilizing both input packages and methods
 
recommended by the project. The kelompoks will harvest and sell
 
the crop to their primary cooperatives on a contractual basis at
 
higher than consumption grain market prices for eventual
 
processing and certification as seed.
 

The KUD will procure through the PUSPETA Malang "stock
 
classified" seed plus other recommended production inputs and
 
distribute the inputs to the kelompok on a credit basis.
 
Selected kelompok representatives will before planting undergo a
 
short training course located at the PUSPETA on the systems and
 
technical methodology of commercial cooperative seed production
 
operations. Once trained, production inputs will be consigned
 
from the KUD to the Kelompok through a contractual agreement
 
which stipulates crop price determination methods at harvest. if
 
the crop eventually qualifies as seed, the KUD will guarantee a
 
certain percentage price differential over the higher of either
 
the prevailing floor or market price of consumption grade grain.
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The PUSPETA will 
maintain communication with the Balai 
 Sertifikasi dan Pengawasan Benih 
(BPSE-Seed Certification and
Center) Inspection
at the provincial level 
and arrange for and finance their
supervisory 
 visits to 
the kelompok planting sites
planting season. during the
The PPK will, 
 through the KUD and Kelompok at
each crop maturity, finance the crop's harvest through the "tebasan" systei. 
 Upon harvest, 
 the crop will be transportation
the KUD directly to
 
control 

from the field for initial storage, quality
ard primary process-ing. 
 Such direct transporting will
eliminate potential 
varietal mixing at 
the producer level. Prior
to primary processing, 
 the 5eed from all participating KUD
be transported will
to the PUSPETAs Malang and 
 Klaten warehouses,
undergo secondary processing requirements, 
certification 
proLedures, dormancy 
period storage and final 
packaging for eventual
 
ditstribution.
 

ii. 
 Grain Commodity Marketing, Prcess---ing and Lo2AlgP
 
S t a b i l i z a t io n - -. .. i c e
 

The purchasing, processing 
and storage of smailholder secondary
crops 
 at peak harvest periods within all 
project locations
their local marketing during periods of 
and
 

shortage will
important play an
role in both guaranteeing 
a financial 
market incentive
for 
 improved production technology adoption and 
 in stabilizing
livestock feed pricing and availability on a year-round basis.
 

In addition to 
the long run aggregatu supply and demand
previously discussed, factors

farm level secondary crop
substantially upon current 

prices depend

prices in final
costs. markets less marketing
These costs 
include processing, storage, transportation,
and profit margins earned by the middlemen involved.
 

Within the project area, markets exist for 
the disposal
plub production even of surin its 
most remote locations.
duction of secondary crops is fairly 
As the pro

locationally 
concentrated
both environmental
due and socio-economic determinants,
village trader a small
to final market chain has become well 
established.
The smallholder production will 

five step 

most often pass through a four to
trader network before reaching the processor or 
 consumer. Initial smallholder sales are often made 
to village
kulat", "tonwhose functions 

bag 

are mainly to gather, initially test, and
the produce for resale to 
kecamatan (subdistrict) traders or
itinerant 
 collectors. 
 Thetonku atprocure crops as 
 seasonal
harvest employment and usually receive a 
scale, gunny bags 
and
funds sufficient for a truckload of produce from their buyer.
 

Depending upon the commodity, the produce will 
then pass from the
collectors 
 or kecamatarl 
sellers 
to a kabupaten (district)
trader. level
Then the district 
trader, depending upon his financial
and storage capacities, 
 will 
store a portion of the
several months for crop for
speculation, 
or deliver it directly to
larger regiondl traders. the
 
Once here, 
 it will 2ither undergo
further speculative storage, 
or be sold to 
its destination 
consumer, exporter or 
feed mill. Often times, the final of
consumer 
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the crop, once processed at 
the regional level
be the small or feed mill, will
poultry or 
dairy farmer adjacent to the 
 initial
grain producer in 
the village.
 

Generally, smallholder secondary crop producers have little market power. 
 As harvests are highly seasonal 
and financial needs
are urgent at 
harvest, and farm drying and storage facilities
scarce, the are
farmers 
are forced to 
sell at seasonally low 
price

periods.
 

Due to 
 the established crop orientation of 
the rural areas
their corresponding and
 area market specialization 
tendencies,
-tial adaptors of UACP-recommended croping patterns new 
ini

may to an area
face difficulties in disposing of 
their surplus production.
Also, yield increases through UACP 
production intensification
programs will 
most likely burden the existing financial, storage
and drying capacity of 
the small 
trader network.
 

The secondary 
 crop marketing activity of 
 this subproject is
designed to 
 address these small 
farmer marketing difficulties
through an integrated district level 
program of 
crop purchasing,
processing, 
 and appropriate 
year-round livestock 
 feed market
intervention. 
 This will be accomplished through local 
 cooperative purchasing 
 of secondary crops either from 
village level
traders 
 or directly from members. 
 The crop will then be purchased from the primary cooperatives by the PUSPETA,
cooperatives the primary
by the PUSPETA, then processed and stored at 
 the
 
kabupaten level.
 

The project envisions marketing activity 
 in soybeans, maize,
peanuts, rice 
bran and cassava. 
 A portion of 
the soybeans and
the rice bran will 
be extruded at harvest periods and
together utilized,
with maize and cassava, 
 for the production of 
 poultry,
dairy and beef 
feed concentrates and complete feeds. 
 The peanuts
will mainly be aiarketed to regio:al 
traders for eventual sales as
snack food and 
sauce. 
 Soybeans not extruded for 
livestock feed
concentrates 
 will 
be sold through the existing primary 
 coopera
tives in the project areas.
 

Local 
 market activity in 
the above crops will
marketability not only insure
of 
increased surplus secondary crop production but
also greatly reduce existing costly transport, handling and processing inefficiencies. 
 This will be achieved through the establishment 
of a livestock 
feed production, marketing and technical
assistance infrastructure close to the source of
the feed inputs and
major 
livestock feed markets that abundantly exist in all 
of

the project areas.
 

Technology 
 for the establishment of
erative viable, competetive cooplivestock and poultry feed production operations (adaptable to the 
level of local 
farmer technology and animal 
 genetic
potential) has 
 been developed by the 
 PUSPETA 
Klaten project.
Dci, y cattle feed concentrates for regimens
grass, including napier
corn silage or 
roadside grass have been developed and 
are
selling and producing well. 
 Cattle fattening concentrates under
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research for the past year 
are 
proving extremely profitable and
 
have recently been commercially produced. Finally, a complete

layer feed under expirimentation, for the past sixteen months has
 
proven competitively productive and has been made available 
for
 
sale during October, 1984.
 

The project will 
utilize PUSPETA Klaten as a mother feed mill for
 
the production of essential concentrate premixes. These premixes

will include mineral 
and vitamin additives, and for ruminants, a
 
synthetic protein supplement, called Golden Pro. 
 Golden Pro, a

sixty percent protein supplement uses a patented formula of
 
starch, 
 urea and sodium bentonite. When extruded, the urea is

melted dcnd absorbed by the bentonite which is then encapsulated
 
in an expanded starch cell. 
 As the starch is digested in the
 
rumen, 
 the nitrogen is released gradually and can be synthesized

by the rumen's bacteria 
into amino acids for digestion into the
 
abomosum (forth stomach). Golden Pro, when fed correctly, great
ly reduces the cost of 
protein in ruminant feeds.
 

The PUSPETAs Malang and Boyolali 
will serve as satellite feed
 
mills to the existing Klaten mother mill. 
 Ninety-six cercent of
 
poultry and livestock feed compositions consists of feedstuffs
 
that are grown locally in all the subproject areas. As previous
ly described, considable sums 
are spent transporting and handling

locally 
 produced crops to distant feed mills for processing and
 
often times retransported tc their 
 place of origin. Facilities
 
will be installed at the above satellite feed mills to enable the
 
processing and synthesis of 
locally produced carbohydrate feed

ingredients with premixes produced at 
the PUSPETA Klaten mother
 
mill.
 

Each satellite feed mill 
will be equiped with extrusion, grinding

and mixing equipment. The satellite mill extruder will 
mainly be
 
utilized for rice bran stabilazion. As previously detailed, rice
 
bran is widely used as one of 
the main feed supplements for
 
almost all of the economically important livestock types. 
 Des
pite its economic importance to the livestock industry, 
 however,
 
rice bran proce-sing/marketing 
 is not highly developed as a

commercial activity in Indonesia. Little investment has 
been
 
made in processing facilities and as 
a result, substantial price

fluctuations correspond with rice harvest seasons, 
great amounts
 
of the commodity become rancid, and stable small 
farmer livestock
 
production and profitability is difficult.
 

The PUSPETAs will 
purchase their yearly requirement of the commo
dity at rice harvest and, through an extrusion process, stabilize
 
the 
bran for storage and eventual sale during short supply pe
riods. 
 PUSPETA Klaten's experience in this activity has proven

profitable and has resulted in bran shelf life in 
excess of five
 
months.
 

The mixing and grinding equipment will be utilized for
 
concentrate formulation 
 of local secondary crops and PUSPETA
 
Klaten premixes.
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Finally, one ,ertical cement stave silo site will be constructed
 
on an expirmental basis in the initial project area of Malang for
 
the production and distribution of crop forage residues. The
 
silage will be produced for mixing with dairy and beef cattle
 
feed concentrates and molasses., The initial silo site will
 
consist of two 150 ton capacity forage silos and one 15 ton
 
molasses storage silo. PUSPETA Klaten, because of its previous
 
experience, will be engaged to construct the silos from locally
 
made materials.
 

As is the case with the silos located at the PUSPETA Klaten
 
Project, these silos will be viewed as pilot and innovative in
 
nature, designed to be made available to areas with advanced
 
smallholder livestock farmers and pronounced dry season foraed
 
shortages. Experience at PUSPETA Klaten has demonstrated that to
 
achieve viable high production dairy and beef gains, corn silage
 
is necessary as a principal year-round feed ingredient. Experi
ence has shown, however, that the achievement of viable produc
tion levels utilizing silage feeding programs also requires ari
mal husbandry practices initially beyond that immediately found
 
with most new livestock farmers.
 

Prior to a farmer's entry into a complete feed program, a train
ing program of approximately ten days duration will be provided
 
on feed, sanitation, heat detection, etc. As the silos are
 
proven viable to each particular area, expansion will be planned
 
based upon an area's potential demand.
 

Finally, where necessary, the PUSPETAs will establish through
 
their primary cooperatives market channels for locally produced
 
meat, milk, poultry and eggs. The PUSPETA Klaten project has
 
experience in nearly all of these areas and each would be easily
 
replicable in the nedly established PUSPETAs.
 

iii. Economic Viability and Benefits
 

The analysis of the operational viability and economic benefits
 
resulting from the Secondary Crop Seed Production, Crop Marketing
 
and Livestock Production and Marketing Subproject can be ap
proached from a number of perspectives. Due 'he complexity of
 
constructing a reliable and complete project budget for each of
 
the subsectors and participants in the subproject, the approach
 
followed here is focused more on the improved level of business
 
5ervices provided by the cooperatives.
 

The basic assumption is that the PUSPETA organizations will
 
provide improved services with significant potential for raising
 
smallfarmer incomes. All operational services will be made
 
available to the local farming community within a free market
 
structure and promoted solely on the basis of the economic bene
fits to those utilizing them.
 

Given the dramatically increased availability of improved second
ary crop seeds and their utilization within a recommended input
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package, the guarantee of marketability of secondary crops 
and
 
livestock, the availability of an advanced livestock feeding and
 
training program, and the existence of a local cooperative organ
ization with the ability to immediately respond to small farmer
 
needs, substantial production increases as 
a result of the proj
ect are expected. The magnitude of this increment depends large
ly upon adoption rates or, in a 
larger sense, the organization's
 
business volume as this will 
be indicative of utilization of the
 
services and their relevance to needs.
 

The analysis thus utilized will consider both the economic bene
fits of a farmer participating in a planned subproject and the
 
viability of that subproject standing alone within 
 the total
 
project activity.
 

The individual farmer return on secondary crops 
where improved

seeds are made available and provided on 
credit (or SUFS subsidy

within the 
 UACP) within a crop input package is listed below.
 
The table only illustrates incremental benefits to the 
 utiliza
tion of a recommended crop package where the availability of
 
seeds is a most important factor to the overall package's adopt
ion by the target beneficiaries. It does not attempt to isolate
 
the individual value-added property of 
the seed in itself.
 

Table 5: Per Hectare Incremental Secondary Crop Returns
 

Maize Soybeans eanuts
 
W. W.O W. W.0 W. W.0 

Revenues:
 
Av. Yield Per Ha.-Kgs 2500 1200 900 500 
 1300 600
 
Price Per Kg. 110 110 430 430 
 400 400
 
Gross Return-Rp.O00 275 132 215
387 520 320
 

Production Costs-Rp.000
 
Seed 
 6 4 35 22.5 70 45
 
Fertilizer 
 31.5 - 15.8 - 18 -

Pesticides 4 4 3
3 6 6
 
Land Preparation 35 35 
 35 35 35 35
 
Weeding 16 16 16 16 
 16 16
 
Credit at 2%/month 3.3 - 7.7 14.5 -

Total Costs 
 95.8 59 112.5 76.5 159.5 102
 
Net Return 179.2 73 274.5 136.5 
 360.5 218
 
Incremental Return 106.2 136 
 142.5
 
Incremental Production 1300 400 


Sources: BAPPEL BIMAS Palliwija, Central Java Province (Packages)
 

Two scenarios were analyzed over the seven-year life of the
 
Uplands Agricultural Conservation Project and its SUFS 
(Sustain
ablu Uplands Farming System) Subproject beneficiaries. The total
 
number of participant hectares within the Malang 
 and Boyolali

project 
areas during the seven years of demonstration will amount
 
to 6,015 hectares. The scenarios included a low and high adop
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tion rate 
 of 
crop package utilization 
(once the subsidies 
are
removed 
 after their second year) and 
 the incremental 
 yields

estimated above.
 

Table 6: 
Seed Program Incremental 
Secondary Crop Production
 

Wi th Project 
UFS 	New Hectarage (lO00's)


Maize 

Soybeans 

Peanuts 


Later Slow Adoption (15%)

Maize 

Soybeans 

Peanuts 


Later Fast Adoption (30%)

Maize 

Soybeans 

Peanuts 


Incremental Yield/(mton)

Maize Low 

Maize High 

Soybeans Low 

Soybeans High 

Peanuts Low 

Peanuts High 


Incr. Yield Low- $ 000 

Incr. Yield High-$ 000 


Project Year

1 2 3 4 5 6 

220 1990 3150 3150 
3150 3150
 
110 995 
 1575 1575 
 1575 1575
 
110 995 1575 1575 1575 
 1575
 

33 331 
 804 1276 1749
 
16 165 402 638 874
 
16 165 402 
 638 874
 

66 662 1608 2552 3498
 
33 330 
 804 1276 1749
 
33 330 804 1276 1749
 

286 2629 4525 5140 
5754 6369
 
286 2673 4955 
6185 7413 8642
 
44 411 696 791 
 665 960
 
44 424 762 952 
 1140 1330
 
55 513 670 989 
 1106 1225
 
55 530 
 952 1190 1425 
 1662
 

74 570 1183 1345 1505 1666
 
74 710 1295 1618 1938 
 2260
 

The 	results of these projections suggest that,
end, 	 by the project's
average annual 
 secondary crop production in 
 the project
areas will increase by 8,500 to 
12,000 metric tons compared to
production 
utilizing traditional production methods. 
 This assumes an eventual project impact 
on over 22,000 newly introduced

hectares and very low adoption rates.
 

These assumptions are 
quite conservative. Assuming only currently
available technology, yield per hectare under research and demonstration conditions has greatly exceeded 
 the projections.
addition, 	 In
the large research and extension components of
are expected to 	
the UACP


further increase yields and attract 
farmer adoption far 
in excess of 
the low estimates used.
 

The 	individual 
farmer return on participation in 
a PUSPETA
cr beef fattening program is further examined in Table 7. 
dairy
 
Given
the year-round availability of 
balanced lactating and non-lactating feeds for dairy cows and 
improved feed 
 rations
cattle, the adoption of 	

for beef

improved feeding programs, and improved
 

40
 



animal husbandry practices received through training programs,
 
the smallholder production of beef and milk is expected to in
crease substantially in both profitability and volume.
 

Table 7: Farmer Annualized Yields from Livestock Program
 

Beef Cattle Dairy Cattle
 
W. W.O W. W.O 

Revenues 
Production Unit Kgs. Liveweight Liters Milk 
Average Yield Per Animal/Year 350 170 3060 1510 
Unit Price Rp. 000 2.2 2 .24 .24 
Salvage Value Rp. 000 - - 74 68 
Calf Income Rp. 000 - - 100 95 
Gross Return Rp.000 770 340 908 525 

Year Production CostsRD. 000
 
Calf (Amortized Over Life) 60 60 10 10
 
Feed 
 328 122 420 272
 
Health Care 30 30 40 40
 
Stable 
 40 40 20 20
 
Interest @ 2%/month 38 24 6 4
 
Total Costs 496 
 276 496 346
 
Net Return 274 64 412 179
 
Incremental Return 210 233
 
Incremential Production 430 
 383
 

Two scenarios were also examined to determine increases in 
 pro
duction and income over a five-year period for both the dairy and
 
ceef cattle activities. As with the secondary crop se*ed produc
tion program, the magnitude of this increment depends on adoption
 
rates and the assumptions regarding increased productivity as
 
detailed above.
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Table 8: Program Incremental Livestock Production
 

Project Year
 
1' 2 3 
 4 5
 

Without Proaect.
 
Yield Per Animal Year
 

Dairy Cattle-ltr 1510 1660 1760
1760 1760
 
Beef Cattle-kgs 170 170 170 170 
 170
 

Net Return Per Animal Year
 
Dairy Cattle-Rp 000 179 215 239 239 239
 
Beef Cattle-Rp 000 64 64 
 64 64 64
 

With Project
 
Yield Per Animal Year
 

Dairy Cattle-ltr 3060 3365 3530 3530 
 3530
 
Beef Cattle-kgs 350 
 350 350 350 350
 

Net Return PEr Animal Year
 
Dairy Cattle-Rp. 000 412 492 516 516 516
 
Beef Cattle-Rp. 000 274 274 274 274 274
 

Animals Affected
 
Slow Adoption (60% cap) 420 1470 2730 3150 3150
 
Fast Adoption (90% cap) 
 630 2205 4095 4725 4725
 

Annual Production Increase
 
Dairy Cattle Slow ltr 000 325 
 1253 2416 2772 2772
 
Dairy Cattle Fast ltr 000 48B 
 1879 3624 4181 4181
 
Beef Cattle Slow mton 38 132 
 246 284 284
 
Beef Cattle Fast mtun 57 196 
 369 426 426
 

Incremental Income Value $000
 
Dairy Cattle Slow 
 76 300 579 665 665
 
Dairy Cattle Fast 
 117 451 870 1003 1003
 
Beef Cattle Slow 
 84 290 541 625 625
 
Beef Cattle Fast 
 125 436 812 937 937
 

-Source: Project Design Team
 
-Assumes Second and Third Laction Increases Under Both With and
 
Without Assumptions
 

-Assumes 50% of Partipants Under Beef 
and 50% Under Dairy Program
 

The economic projections enumerated above illustrate the antici
pated effects 
 arising solely from the complete feed program

participants utilizing silage. 
 The results of these projections
 
thub illustrate the economic effects of 
only a portion of the


° 
PUSPETAs feed mill activities, which will 
also provide other
 
livestock concentrates, poultry concentrates and feed mixing

materials such as extruded rice bran.
 

The results of the projections suggest that the limited 
 experi
mental complete feed program in all 
of the proposed districts
 
will increase meat production by 284 to 426 metric tons annual
ly and milk production by 
2.7 to 4.2 million liters compared to
 
production without the project using the 
same number of animals.
 
This assumes an eventual project impact upon 3 
to 4 thousand
 
livestock farming families.
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The effects of the seed production, secondary crop marketing, and
 
livestock 
 feed production operations upon the viablilty of the
 
proposed PUSPETA organizations are examined in tables eight and
 
nine. Table 8 examines the total effect of the proposed incre
mental activities upon a projected PUSPETA Profit/Loss Statement.
 
Table 9 discounts the incremental operations' cash flows and
 
calculates their internal rate of return and net present value.
 

Table 8 utilizes projections for secondary crop production seed
 
requirements, secondary crop marketing, incremental milk and beef
 
production marketing and livestock feed based.upon figures from
 
tables four through seven. First year revenues of $760 thousand
 
gradually increase to $4 million under full operations during the
 
sixth year of business. Corresponding incremental income of
 
nearly 121 thousand the first year increases to $169 thousand
 
during the sixth year of operations.
 

Applying a 12 percent rate on future earnings, the ten year
 
operational figures in table 9 represent a net present value of
 
$145,868 and an internal rate of return of 16.68%.
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--------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------

TA6LE 9: FINANCIAL VIABILITY EFFECTS OF PROJECT ACTIVITIES UPON PUSPETA ($1)
 

PROJECT YEAR

Description 1 2 3 , 4 5 6 

INCEhEiIAL REVENUES 
SALES OF SEEDS 
SALES OF FERTILIZERS 
SALES oF PESTICIEES 
SALES OF COMPLETE FEED 
SALES OF CONCENTRATES 
SALES OF EXT.UDED R ERAN 
SALES OF MILK 
SALES OF BEEF 
SALES OF SECONDARY CROPS 

$16,940.00 

$1u642.00 
fI,7bu.O0 

$157106J.00 
$96,000.00 
196,000.00 
$78,000.00 
W13,600.00 

$22Q1000.00 

$17.30 5267,970.00 $304,458.00 
197,845.00 1168,376.00 $191,274.00 
$16,184.a 527,848.00 131,632.00 
154176j.O0 $1,021,020.00 $1,178,100.00 
$192,OOu.00 $288,000.00 $288,000.00 
06,000.00 $96,000.00 1$9,000,00 

$30,721.00 1579,840.00 $665,280.00 
$290,400.00 $541,200.00 $624,100.00 
$30v ,Ou.00 $400,000.00 $540,000.00 

$340,802.00 $377,156.00 
$214,107.00 $236,972.00 
$35,405.00 $39,192.00 

$1,178,100.00 $1,178,100.00 
$288,000.00 $288,OO.00 
$96,000.00 $96,000.00 

$665,280.00 $665,280.00 
$624,800.00 1624,800.00 
$680,000.00 $840,000.00 

TOTAL INCREMENTAL SALES $76.,0?2.00 $1,9iB,633.00 13,390,254.00 $3,919,544.00 $4,122,497.00 $4,345,500.00
 

COST OF G0rDS SOL. $641,264.24 $1,197,549.64 $2,895,458.40 13,353,666.40 
 $3,523,306.12 $3,710,586.96
 

AM.RIIIED INCREMENTAL 
EIPENSEE
 
PERSONNEL 1:3,80.0o 
 144,340.00 $4B,8BO.O0 
 $48,BBO.00 $48,880.00 .$48,880.0

OPERATIONAL $33,38q.28 
 $%,739.1b 
 $163,152.8 $187,891.00 $201),238.24 $213,388.40
 
MAKETING $13,150.42 $3B,9B.73 $67,449.40 $77,097.62 
 $80,198.59 $83,500.32
 
AD.1NISTRATIYE $11,400.33 129,979.50 $50,853.81 
 $5B,793.16 $61,831.46 $65,182.50
 
FI6NACIAL 
 16,0u.1O 5$5,9e9,v $27,122.03 $31,356.35 132,979.98 $34,764.00
 
TOTAL INCREMENTAL EIFS $97,660.21 1226,016.41 
 $357,45B.12 1404,018.13 
 $424,134.26 1445,715.22
 

INCREMENTAL INCOME $20,297.9 $75,vbb.il 1137,337.48 $161,857.47 $175,056.62 $169,197.82
 

Sc.'tce: Project Design leis 
-Utilies Operationai Margins Siailar tto Those Currerently at PUSPSPEIAiKliten
 

TALLE 10: ORGANIZATIONAL IRPANDNF','FOP, ONE PUSPETA
 

CAPITAL RE.HUES EIPENDITURES 
 NET ACCUMULATED
 
OUTLAY 
 INCOME SURPLUS/(OEFICIT)
 

YEAR 0 $487,000.OC 
 ($487,000.001 ($487,000.001

YEAR I $55,200.00 $76u,J22.0,J $739,124.00 (134,302.00) 
 (1521,302.001

IE. 2 '5,0O.00 $1,992,o33.jO 1,923,565.00 $19,868.00 
 (1501,434.001

YEAR 3 
 s5,39,:s4.,o $5,20u.uo$3,252,916.00 $82,138.00 ($419,296.00)
 
YEAR 4 
 13,919,544.00 13,157,686.00 1161,858.00 ($257,438.00)
 
YEAR 5 
 $4,122,497.00 13,947,440.00 
 $175,057.00 ($82,381.00)
 
YEAR 6 
 14,345,500.00 $4,156,301.00 $189,1i9.00 $106,818.00
 
YEAR 7 
 14, 345,500.00 14,156,301.00 19,199.00 $296,017.00
 
YEAR 6 
 14,345,50U.4o 14,156,301.00 1189,199.00 $465,216.00
 
YEAR 9 14,345,500.:0 14,1 6,301.00 $1B9,199.00 
 $674,415.00
 
YEAR 10 
 $4,345,500.u0 14,156,301.00 
 189,199.00 1863,614.00
 

NPY e 121 $145,868
 
IRR 16.6B
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VIII. 	TIGER PRAWN FRY PRODUCTION, PAWN PRODUCTION CREDIT AND
 
MARKETING SUBPROJECT
 

A. BACKGROUND
 

i. Current eroduction/Polic
 

Brackish water aquaculture in Indonesia is undertaken in over
 
180,000 hectares of ponds constructed on other lands located
 
within the tidal influenced coastal zone. These tidal lands in
 
Indonesia are an area of to
variously estimated to include 	 5 7
 
million hectares. Generally, the land is unsuitable for agricul
ture 	 and is exploited mainly for timber resources and used for
 
fishpond production.
 

It is estimated that there are about 50,000 hectares of brackish
wAter fish and shrimp ponds already in existence in South
 
Sulawesi Ell. Kabupaten Luwu, the proposed project area, con
tains nearly 5,000 hectares of completely constructed shrimp and
 
fish 	 ponds and has the potential for up to 20,000 additional
 
hectares [23.
 

The GOI has placed considerable priority upon substantially in
creasing brackish water pond (tambak) productivity. It is seen
 
as a way to significantly expand employment opportunities, in
crease food production and incomes, increase non-oil exports and
 
equitably spread development benefits to the numerous small-scale
 
tambak farmers. These farmers, through lack of accessibility to
 
newer technology and management methods, currently achieve pro
duction levels which are only a fraction of what is possible at
 
appropriate intensification levels.
 

Increased absistance for small farmer tambak development with
 
emphasis on crustacean production has been actively initiated by
 
the GOI. In addition to the above reasons, such assistance has
 
also attempted to partially offset catch declines resulting from
 
recent trawler bans, and in recognition of the increasing
 
fishing pressure in Indonesian waters, and the further potential
 
importance of shrimp in generating foreign exchange.
 

Intensification programs have made credit available to the small
holder tambak farmers of Kabupaten Luwu. During 1983, government
 
programs made credit available to two hectare tambaks. The
 
credit package included provisions for pond improvement, fertili
zer, pesticides, feed and fry. Although numerous farmers applied
 
for the pronram, the fry supplied from East Java was only suffi
cierit for approximately fifty hectares and was of low quality.
 

Increased tambak production will also assist in increasing fish
 
consumption, which at 11.2 kilograms per capita per annum nation
wide is far Lhort of the 29.5 kilograms desired. "According to
 
the National Food Conference held in 1968, an Indonesian needs 5-i
 
grams of protein per day to meet minimum nutritional require
ments. Of this total, 15 grams would come from animal protein
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and consist of 10 grams from fish and'five grams from livestock.
 
Ten grams of fish proteins equals 60 grams of fish flesh per day
 
(62 grams of whole fish per day), or 29.5 kilograms of whole fish
 
per year" [3]. Just as the production of exportable shrimp
 
generates income, low value shrimp and production of fish in 
polyculture with shrimp for direct home consumption or sale on 
the local market contributes to increased fish consumption. 

Finally, a viable brackishwater shrimp production industry will
 
provide off-farm employment opportunities in the marketing, pro
cessing and supply sectors. Many jobs were lost in this sector
 
through the trawler ban, and it is felt that increased tambak
 

production could at least restore many of these jobs.
 

Rearing of shrimp is widespread within the project area. Exis
ting practices range from simple, traditional trapping-growing
holding ponds to modern sophisticated techniques. Traditional
 
methods are used extensively because they are simple, easy to
 
practice, and well known. Modern techniques of complete shrimp
 
husbandry, rare in the oroject area for several reasons, have a
 
history of less than twenty years, but are advancing rapidly
 
where not constrained by input factors.
 

The production of Penaeus Monodom, one of the most important
 
shrimp in Southeast Asia, will be the focus of the project. It
 
grows rapidly to a large size, feeds on both plant and animal
 
material, and does not require a clean sandy bottom. It can
 
tolerate the presence of some organic substances on muddy bot
toms, thrive in a wide range of water salinities, survive in
 
ponds between rainy and dry seasons, and can withstand water
 
temperatures ranging from 20 to 35 degrees Centigrade. It is the
 
most important of Indonesia's shrimp exports and has a readily
 
available marketing infrastructure from within the project area
 
to the exporters located in Ujung Pandang, the provincial capital
 
400 kilometers away.
 

Penaed culture within the project area may be grouped into three
 
production categories according to how the shrimp are stocked.
 
Natural stocking (shrimp enter naturally with water inflow) is by
 
far the most prevalent by necessity. Ponds are constructed a
 
short distance from the seacoast in coastal mangrove swampland
 
along tidal canals. Mangrove trees are first removed, then
 
strong bunds are constructed around the cleared arva to create an
 
enclosure, with water gates leading into a tidal canal. Each
 
gate has a strong sluice in which wire net screens are inserted.
 
During high tide the water gates are opened and ater flows
 
freely into the pond. When the tide is at its height, the gate
 
is closed and all that has entered the pond, usually a mixture of
 
prawns and young fish, is trapped inside. This procedure is
 
repeated for several days; then the screeh is lowered permanent
ly, allowing the water to pass freely but keeping the trapped
 
organisms within. The young shrimp usually reach market size
 
within three to four months after entry into the pond.
 

46
 



Since stocking is accomplished naturally and a certain amount of
 
food is naturally present in the pond, no cost is involved in
 
stocking or feeding the shrimp. Principal expenses are in con
struction and subsequent preparstion and repair of the pond.
 
This simple, traditional form of shrimp culture in Luwu is esti
mated to yield from 50 to 200 kilograms of shrimp/hectare/year;
 
and, with its low cost operational costs, is enough to provide a
 
low level of support for a small family.
 

There are several disadvantages to the traditional system of
 
shrinip culture owing to the lack of control over the stocking
 
process. Larval and young shrimp populations fluctuate unpredic
tably under natural conditions and their kinds and numbers cannot
 
be predicted or regulated. The uncontrolled entry of predatory
 
or competitive species with the young shrimp also keeps produc
tion down.
 

During the infrequent times in the project area when limited
 
Penaeus Monodom post larvae are available from either natural
 
habitats or distant hatcheries, controlled stocking is effected.
 
When collected from natural habitats, professional seed collec
tors utilize either simple hand nets from shallow tidal canals or
 
mangrove areas or use small bamboo tow nets from canoes 
in deeper
 
estuarine areas. After separation from other species, OeDaeLd
 
seed, worth from Rp. 20 to 35 each, 
are sold in areas proximate
 
with their capture.
 

Shrimp seed collecting, never very successful within the project
 
area, is becoming more and more difficult. Some coastal waters
 
have become polluted and many tidal canals are being modified for
 
irrigation and navigation. Clearing and destruction of mangrove
 
forests suitable for larval developnent, and depletion of coastal
 
shrimp supplies by traditional fishermen further reduce availa
bility from natural habitat. The few experienced local fry
 
collectors have, for the most part, abandoned their occupation
 
citing diminishing supply as the major factor.
 

Seasonal seed collection however has become a much more signifi
cant industry off the island's western coast, however, tradi
tional collection, along with that area's hatchery fry produc-

Liczn, have yet to come anywhere near to supplying even the cur
rent local post larvae demand. When limited quantities were able
 
to be procured in that area's off season, the high mortality
 
associated with transporting the fry several hundred kilometers
 
to the project area, and later lengthy water adaptation require
ments, made the activity's future expansion as a potential method
 
of supply unfeasible.
 

Due to the difficulty of fry supply and several other constraints
 
to be discussed in a later section, Indonesian brackishwater pond
 
production systems are perhaps one of the least intensive found
 
anywhere aquaculture is practiced. Average annual production
 
found within the project area is approximately 150 kilograms per
 
hectare. This compares with estimates of 300 to 1,600 in India,
 
250 to 900 in the Philippines, 750 to 1,500 in Taiwan and 2,000
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to .,000 in Japan [4].
 

It is estimated, however, that with a local entity to guarantee
 
fry availability and only minor r-hanges in farming practices,
 
average yields could easily surpass 400 kilograms per hectare per
 
crop. With further intensification, more substantial changes in
 
farming practices and up to two and one half crops per year,
 
three to four tons per hectare per year (twenty times current
 
production levels) is not an unreasonable goal.
 

ii. Production Constraints
 

g22ly 9i Ey-The shortage of high quality fry available for
 
stocking Kabupaten Luwu ponds is probably the most fundamental
 
among the several factors responsible for the poor performance of
 
producers. Notwithstanding the several other production con
straints, intensification of shrimp culture initially depends
 
upon the existence of a reliable supply of high quality post
larvae. Currently, no such supplies are available to the tambak
 
farmers of Luwu.
 

The only alternative to the currently inadequate sources for
 
stocking is the production of post-larvae in hatcheries. In
 
realization of the urgency of 
this need, the GOI has been direct
ly investing in hatcheries and encouraging private sector invest
ment through credit on liberal terms. Current regulations also
 
stipulate that no processing plant may be established without
 
simultaneously establishing a hatchery.
 

With the estimated existing 5,000 hectares of shrimp ponds in
 
Luwu and with an assumed very low stocking density of 10,000
 
post-larvae per hectare/year, the total required supply of fry

for the district is approximately fifty million per year. Under
 
improved stocking densities of 50,000 fry per hectare and with
 
two and one-half crops per year, the total requirement will
 
exceed six hundred million post-larvae per year in Kabupaten Luwu
 
alone. In addition, this figure assumes no further extension of
 
shrimp culture within the remaining several thousand undeveloped
 
yet potential tambak hectares in Luwu.
 

There currently exist one government and three private hatcheries
 
in South Sulawesi. The government hatchery, with a 500,000 per
 
month fry prnduction capacity, im the closest but located 
250
 
kilometers from the project site. The hatchery, even under
 
optimal production conditions would be unable to supply any 
 more
 
than the requirements of its local farmers. Moreover, it has
 
effectively ceased production due to a lack of mechanical 
 parts
 
and the stringent capital expenditure procedures associated with
 
government budget dependence.
 

The remaining three hatcheries are located even farther from the
 
project site. The largest and only currently productive one,
 
operated by PT Bonecom and located in Kabupaten Barru, has an
 
eventual annual production target of about forty million fry.
 

46
 



Again, even if ever achieved, it would remain well below that
 
area's current local demand and not affect supply in the project
 
area.
 

This deficit in fry availability affects tambak farmer production

and income in a number of ways. First, the extremely low densi
ties associated with traditional stocking methods are directly
 
related to this shortage. In addition, farmers utilizing tradi
tional stocking methods must introduce fry during limited season
al breeding periods and 
therefore are prevented from more inten
sive shrimp cultivation over the course of the year. Third,
 
small farmers who desire to shift to shrimp culture to enhance
 
incomes are unable to do so. Lastly, production value is de
creased because much of the naturally stocked shrimp is of mixed
 
species and very low quality. The higher growth rates and much
 
higher value of Penaeus Monodon through cultivation under con
trolled stocking conditions would greatly increase the productive
 
efficiency and income potential of the operation.
 

Pond Water Managament-Shrimps cultured in ponds are very sensi
tive to sudden changes in water- conditions such as oxygen deple
tion, increase in water pollutants, or the presence of decaying
 
organic material on the pond bottom, especially when the popula
tion density is high. Given the general lack of knowledge with
 
water control techniques on the part of the Luwu producers,
 
traditional low intensity stocking does provide a survival rate
 
of the shrimp would usually be much higher under current condi
tions.
 

Once intensified production is adopted, iater quality control
 
frequently becomes a much more important productivity determi
nant. The most important control factors relate to the regula
tion of salinity, adequate circulation and aeration. The exis
t:ice of abundant water resources and the lack of a pronounced
 
local dry season should make salinity control easily within the
 
reach of the trained Luwu shrimp farmer. Inadequate circulation
 
could cause oxygen depletion during daytime hours due to thermal
 
and oxygen stratification. Nighttime shortages of available
 
oxygen are also common in high density shrimp culture ponds.
 
Thrmal and oxygen stratification can dramatically affect shrimp
 
mortality in a pond. Through the use of appropriately designed
 
and recently available pedal-powered aerators and circulators,
 
oxygen levels can be improved to allow for increased stocking
 
densities. These aerators and circulators can be produced by
 
existing metal shops within the Luwu area through minimal project
 
assistance.
 

grEgit-The adoption of shrimp production intensification tech
niques requires a relatively large amount of capital for the
 
typical Luwu tambak producer familiar with traditional production
 
systems. Fry procurement, alone, under a stocking intensity of
 
20,000 fry per hectare would require approximately Rp. 500,000.
 
Although sufficient funds are available within the Indonesian
 
rural banking system (Bank Rakyat Indonesia) under BIMAS Tambak
 
and RCP programs, farmers frequently have trouble coordinating
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credit access with the supply of inputs requiring financing.
 
This makes fry procurement on a credit basis almost impossible.
 

The CAEDP through the Luwu FCC organization will attempt to
 
rectify this situation through the integration of credit, input
 
supply and marketing operations. Operational methodologies will
 
be discussed in a later section.
 

Marketing-Nearly all of Luwu's current FPnaeid production is sold
 
to one of the three processing/export companies in Ujung Pandang.
 
Once processed, most of the shrimp are exported to Japan.
 

If the harvest is coordinated, producers usually have little
 
difficulty finding available buyers for their production in
 
Palopo, the district capital. Once in Palopo, the shrimp are
 
inspected, packed in ice, and transported overland to the Ujung
 
Pandang exporters 400 kilometers away. Frequently, due to ice
 
inavailability in many rural production areas, significant quan
tities of farmer production are rejected due to decomposition. In
 
addition, shrimp are frequently left in the ponds past optimal
 
harvest periods due marketing coordination requirements. The
 
project, by making more efficient use of existing cold storage
 
facilities and ice distribution, will decrease market rejection
 
through handling inefficiencies.
 

B.PROPOSED SUBPROJECT DESCRIPTION
 

The CAEDP will contribute to the development of shrimp production
 
and marketing in Kabupaten Luwu through the integration of four
 
types of assistance: (1) establishment of hatchery operations
 
(2) supply of production inputs (3) provision of credit for fry
 
procurement; and, (4) marketing assistance.
 

1. Establishing CooptEative atUcheries
 

The project will construct, and provide on-site technical assis
tance to, an intensive and semi-continuous system shrimp hatchery
 
within Kabupaten Luwu. The system, recently designed through
 
USAID technical assistance with the Indonesian Dian Desa Founda
tion, will have a production capacity of one million Penaeus
 
Monodom post-larvae per month based upon an anticipated survival
 
rate of 40%.
 

The hatchery will be operated by the Farm Cooperative Center
 
(FCC) organization described earlier within this proposal. The
 
FCCs will, in addition to production of the shrimp through the
 
hatchery's operation, also provide the fry and other production
 
inputs, initially on a credit basis. Additionally, the FCC will
 
provide training to farmers new to high stocking method technolo
gy and assist in the marketing of the final product.
 

The hatchery business is a complex and technologically multifac
eted industry. It often takes considerable time and resources
 
before even experienc.ed operators can expect to make a profit
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with a new facility. Indicative of such complexity are the
 
existing South Sulawesi hatcheries, the poor performance of whic
is primarily due to the stringent requirements for precision
 
control and regulation of the prbduction system. During each
 
step of the production process, from broodstock care to harvest,
 
there is a requirement for precision that current hatchery opera
tors are only begining to understand.
 

The project will initially utilize available short term technical
 
assistance from the International Center for Aquaculture of
 
Auburn University to evaluate the hatchery system proposed, to
 
perform tests on the environmental appropriateness of proposed
 
locations, and to design farmer credit and production packages.
 
In addition, the Heifer Project International Foundation of
 
Little Rock, Arkansas, has tentatively agreed to provide funding
 
for a three year program of aquacultural research, demonstration
 
and training together with the FCC Luwu project and the ICA.
 

The project will provide long-term on-site technical assistance
 
to the hatchery facility. It is planned that one experienced
 
expatriate hatchery specialist will be stationed at the project
 
site for a period of two years. In addition to the provision of
 
technical assistance to fry production, the advisor will also
 
assist with the preparation of training programs for the FCC
 
staff in fry distribution, marketing, handling and quality con
trol. Finally, the hatchery specialist will provide assistance
 
in the design of farmer training programs that will primarily
 
deal with shrimp nutrition, pond construction and pond quality
 
management.
 

The hatchery will operate completely on a business basis and be
 
considered organizationally as a subsidiary operation of the FCC.
 
The subsidiary's sole occupation will be the production of
 
QEQEUs MogQr, post-larvae, while the FCCs will operate simulta
neous fry credit, training and supply operations. The operation
 
ib budgatwd for sufficient working capital to enable adequate
 
equipment availability, sufficient maintenance, and males facili
ties.
 

Indonesian hatchery management staff and counterparts will be
 
recruited from post graduate degree holders in the appropriate
 
disciplines and trained at the hatchery site strictly on an on
the-job basis. The staff will be provided sufficient salaries
 
and bonus incentives based upon the hatchery's productivity to
 
insure their long-term commitment to the project.
 

A preliminary survey for a potential hatchery site within
 
Kabupaten Luwu was undertaken in early April, 1984 by Dr. James
 
McVey, a USAID shrimp hatchery specialist and he identified
 
several appropriate locations for the construction of a hatchery.
 
Dr. McVey's report is attached to this proposal as appendix B.
 

The Dian Desa Foundation has been actively involved with Dr.
 
McVay and USAID's other aquaculture advisor, Mr. Howard Deese, in
 
the design and maintenance of shrimp production systems. In
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addition, Mr. Joe Fox of 
Texas A & M University has worked with

Dian Desa and a Central Java hatchery in designing and operating
an appropriate and cost effective hatchery system. 
 It is antici
pated that 
the project and its ICA advisors will further study

this newly designed system, examine its approiateness for the

Luwu area, redesign where necessary, and work with the Dian Desa

Foundation in the supervision of 
its hatchery construction in
Luwu. An illustrative enumeration of 
equipment and construction

requirements for 
 the hatchery as completed by the Dian Desa

Foundation are included within the project budget 
 outlined in
 
this proposal.
 

ii. Post-Larvae/Production. Input Distribution, and Credit
 

Thc Farm Cooperative Centers will be responsible for the sale and
distribution of 
the fry produced by the hatchery. According to
current market preferences, it is envisioned that two types of
supply will be undertaken. 
 Some farmers prefer to buy twenty-day

old post-larvae and directly stock them into their ponds

lower per fry cost. For 

at a
 
those preferring the more expensive


thirty-day old post-larvae, the twenty-day old fry will 
be trans
ferred to an adjacent nursery pond before being 
introduced to the
grow-out pond. When ready, 
the fry will then be packed in oxy
genated plastic bags and delivered to farmers at their 
 subcoop
erative unit locations.
 

Priority will be initially directed to filling cash 
 sales and
existing BIMAS and RCP government credit program requirements.

These alone will 
most likely exceed the unit's production capaci
ty. Given the possibility of 
problems with the government credit
 program, the project will 
be able to utilize, when necessary,
budgeted funds to finance the supply of 
fry to qualifying cooperative members. Fry provided on a credit basis will 
be chan
neled 
 through the existing producer primary cooperatives in the

project area at competitive interest rates on 
 the four month
production 
cycle period. Credit program participants will then
be provided with the opportunity to repay their loans through the
project's marketing activities or on a cash basis.
 

The FCC organization will also be in 
a sAtrong position to provide

the other production inputs to Luwu farmers through their primary

cooperatives. The 
 FCCs are already the largest district level
fertilizer and pesticide suppliers in 
Luwu and currently have the

capacity to supply these inputs to the Luwu tambak 
 farmers. In
addition, the project has 
(through its link with the district's
poultry producer cooperative) a steady source of 
manure to be

used as pond feed. Finally, the project's poultry feed store in
the Palopo area could easily expand to supply the tambak farmer's
 
grain and concentrate feed requirements.
 

52
 



iii. Training
 

The project will primarily use field demonstrations at pond sites
 
for dissemination of appropriate hrimp production techniques.
 
Utilizing small cooperative groups of tambak farmers, the project
 
will produce shrimp in a demonstration pond to illustrate the
 
effects of utilizing advanced production techniques. The objec
tive of this training is to provide hands-on experience to groups
 
of farmers, to test and demonstrate the profitability of differ
ent technological developments (eg., monoculture/polyculture,
 
fertilization, aerator use, stocking density, etc.) and to en
courage the spread of the most efficient and prifitable tech
niques. 

iv. Marketing
 

The objectives of FCC shrimp marketing intervention will be to:
 
(1) provide a vehicle for loan repayment to small farmers receiv
inq post-larvae on a credit basis; (2) insure timely market
 
availability to farmers at optimal harvest periods; (3) enlarge
 
the capacity of the local shrimp mrrketing industry to accomodate
 
cgreatly increased production; and, (4) attempt to improve local
 
handling methods to substantially decrease rejection due to poor
 
handling and decompcsition.
 

The FCC has recently constructed small capacity cold storage and
 
primary processing facilities within the Palopo central 
 market,
 
and a program to process and market offshore seafood is currently

being initiated and appears to offer great promise for reducing
 
fish decomposition. The facilities could be utilized for 
 tran
sit storage for daily shrimp harvests or, eventually, for de
veining and quickfreezing of the prawns in a joint arrangement
 
with an Ujung Pandang exporter. Through coordinated fry distri
bution and harvest, the FCCs will be in a position to regulate
 
harvesting according to local handling capacities. This should
 
enable adequate and timely utilization of ice and transport
 
facilities to the Ujung Pandang markets.
 

v. Economic Viability a-d Benefits
 

Analysis of the operational viability and the economic benefits
 
of tiger prawn fry production will be approached from the per
spective of benefits provided the tambak farmer through the
 
provision 
 of services and of the level of business operations
 
provided by the cooperative organization. The basic assumption
 
is that the FCC organization will provide services either already
 
available to tambak farmers on less attractive economic terms, or
 
technologically not yet utilized but having a significant poten
tial for increasing tambak farmer incomes. All operational ser
vizcs will be made aviilable to the tambak farming community
 
within a free market structure and promoted solely on the econom
ic benefits to those utilizing them.
 

Given the dramatically increased availability of post-larvae
 
Penaeus monodom and their utilization within an intensified
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production program, (the guarantee of their marketability, the
 
availability of credit for input purchases, and the programming
 
of training courses in intensified production), substantial pro
duction increases are anticipated Os a result of the project. It
 
is felt that the FCC's business volume will directly reflect the
 
efficiency with which its services are provided and their 
 rele
vance to local economic needs. The analysis will view illustra
tions of both the economic benefits 
to farmer participation in a
 
subproject and the viability of that subproject within the FCC
 
organization.
 

The individual farmer's return on monocultured shrimp production
 
utilizing intensified stocking techniques is indicated 
 below.
 
Table 11 illustrates the values of increased production 
asso
ciated with the stocking of shrimp as opposed to the traditional
 
system of natural stocLiny. In addition, increased production
 
associated with shrimp feeding and improved water quality manage
ment through circulator and aerator utilization is also examined.
 
The yields and costs utilized were gained through conservations
 
with Luwu tambak farmers and through a survey conducted in the
 
district's Walenrang and Malangke Kecamatans in the 
 spring oi
 
1984.
 

Table 11: Per Hectare Shrimp Production Returns RpOOO
 

Per Traditional Stocking/ Stocking/
 
Crop System Polyculture Monoculture
 

Revenues:
 

Av. Yield Per Ha.-kgs.
 
-Shrimp 40 200 500
 
-Fish 300 500
 

Price Per kg.
 
-Shrimp (1) 3000 6,000 
 6,000
 
-Fish 250 250
 

Gross Return-Rp 000 195 1,325 3,000
 

Production Costs
 
Fry
 

-Shrimp 200 
 500
 
-Fish 
 15
 

Fertilizer 
 18 27
 
Feeds 
 95 216
 
Manure 
 30 30
 
Pesticides 
 20 20
 
Equipment (3yrs.) 
 33
 
Credit 
 30 82
 

Total Costs 
 0 408 1,734
 
Net Return 
 195 917 1,266
 
Incremental Return-Shrimp 722 1,071
 
Incremental Production-Shrimp 160 460
 

(1) Assumes 50% monoceros, 50% monodom in natural stocking.
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Two scenarios were analyzed over the initial five-year hatchery
 
operation period showing low and high estimates of productivity
 
increases. Survival rates of twenty and thirty percent 
 over
 
operational years one and two were utilized and a stabilized
 
survival rate of 40% was assumed for the third year. Returns
 
from the utilization of intensified stocking with those of tradi
tional stocking were compared to calculate incremental produc
tion. The complete analysis is presented below in Table 12.
 

These projections suggest that by the project's completion, the
 
intensified stocking of 600 hectares will produce an annual
 
production increase of between 540 to 660 metric tons over 
 pro
duction methods utilizing traditional natural stocking. At cur
rent producer prices, this would amount to a production value of
 
between $ 3.2 and $ 3.9 million annually.
 

Both the high and low estimate assumptions utilized are quite
 
conservative. Even the high estimate, after five years of pro
gram involvement, includes a singlc crop yield of only an approx
imate 450 kgs per hectare, far below what is currently being done
 
elsewhere under current conditions. Many experts believe that
 
cmuch higher yields are reasonable to achieve and returns could be
 
well in excess of those indicated below as being economically
 
sufficient.
 

Table 12: Post-Larvae Program Incremental Shrimp Production
 

Project Year
 
1 2 3 4 5
 

With Proaft
 
New Hectarage Cultivated 300 450 600 600 600
 
With Intensified Stocking
 

Number of Crops Per Year 2 2 2 2.5 
 2.5
 

Annual Incremental Shrimp
 
Yield Per Hectare (kg)
 

-Low Estimate '420 500 560 600 
 900
 
-High Estimate 660 720 760 1030 1100
 

Annual Production Increase
 
-Low Estimate (ton) 126 225 348 480 540
 
-High Estimate (ton) 198 324 468 618 660
 

Incremental Production Value
 
-Low Estimate ($000) 756 1,350 2,08 2,880 3,240
 
-High Estimate ($000) 1,188 1,944 2,806 3,706 3,960
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Tables 13 and 14 present the effects of fry production, input
 
supply and marketing operations upon the viability of the FCC
 
organization. Table 13 examines the total effect of the proposed
 
incremental activities upon a projected profit and loss state
ment, whereas Table 14 discounts the cash flows and calculates
 
their incremental rate of return and net present value. It is
 
projected through Table 13 that, based upon a forty percent
 
survival rate and fry production of one million per month, annual
 
incremental revenues of $ 350 thousand will be realized by the
 
third year of operation. For an eight year operational life, the
 
activity's net present value is $453,970 while its internal rate
 
of roturn is sixty percent.
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-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

TABLE 13: FIHAICIAL EFFECTS OF HAICHERf OPERTIOHS ON VIABILITYOF (1)
 

PROJECT YEAR
 Description 
 1 2 3 
 4 5 
 6
 

INCREMENTAL REVENUES
 
SALES OF POST LARVAE 1120,000.00 $1BO,OUO.00 
 1240,000.Ou $240,000.00 $240,000.00 1240,000.00
SALES OF FERTILIZERS 15,400.00 
 86,100.00 $10,800.00 $10,800.00 
 110,800.00 110,800.00
SALES OF PESTICIDES $6,000.00 
 09,000.00 112,000.00 $12,000.00 512,00O.00 
 $12,000.00
 SALES OF CONCENTRATES 130,000.00 145,000.O0 
 $60,000.00 $60,000.00 160,000.00 $b0, v0.O,0
SALES OF EQUIPMENI $5,000.00 
 17,500.uv $10, 0.0.00 
 510,000.00 110,0u..00 $l0,000.0v
 INTEREST INCOME IE,200.0) 5i2,3('0.: 
 1iU,4,j0.00 $16,400.00 116,400.00 $16,400.u(
 

TOTAL INCREMENIAL SALES W74,600.00 
 1261,in.00 $343,2.)0.0u $349,200.00 1349,200.00 $349,20.0u
 

COST OF 600S SOLO 840,680.00 $61,020.00 $81,360.00 $81,360.00 161,360.00 $81,360.00
 

AMORTIZED INCREMENTAL
 
EXFENSES
 
FEP.SONiEL 820,'lv.o0 12(,ioO.O' 120,I)0.00 $20,100.00 
 $20,100.0o0 120,1UO.C'j
OFERATIONAL $2e,600.00 $2a ,8.00 128,800.00 $28,8V0.00 
 $28,800.00 $2,Bu,'-.(,0
MARLETING $30,000.00 s45,'. 0(' 16,v00.00 560,0$0.00 160,0.(,00. PiADMINISIkAIYE 82,400.00 f2,4v.00 12,4v0. W f2,400.00 $2,40-).00 12,uv,.vFINiCIAL $6,000v $,060.0 $ ,0U.vO $6,0V0.00 0L,', Sb ,.,
TOTAL INCEMENTAL EIPS f87,300.00 sIQ2, 30(1. (' 117,I)0.00 117300,00 1117,300.00 1117,300.0

1irEPEMENIAL INC0hE IQo.W114L 
 19E,560.0 W10,540.00 $150,540.00 1I50154('0M $150,540.0o. 

TABLE 14: 
IR AND HPY FOR FCC MATCHERI OFERAIION
 

CAPITAL 
 EEVENiUES EXFENDITURES 
 NET ACCUMULATED
 
OUTLAY 
 INCOME SURFLUS/iH[FICIT)
 

YEAR 0 1159,650,00 ($15,650,00) (1 1I59,b51.G)YEAR 1 $17i 0O(l 1127,960.00 
 f4bi2C',00 (1113,030.4),
fEAR 2 1261, 0,00 1163,320.00 S98,58 M O (I14,450. 0)
YEAR 3 1
34s,20 .(' 1198,660.00 $150,540.00 136,090.0

YEAR 4 
 1340,200,00 1158,660.00 $150,540.00 
 $286,63L00

YEAR 5 1349,260.00 $198,660.0) il50,540.00 $437,170.00
 
YEAR 6 
 134 Y,'0 .,) 1198,660.0) 150,840,00 $583,010.00
 
lEAIR $349
7 
 ,5,)v.0(, I92,bov.0) $150,64v.00 7 9,850.00

YEAR 8 
 534,500.00 I9 ,60.0u $150,40.00 889,0b,00
 

NfY f M = $453,970
 
IPRa 60.05Z
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IX. COOPERATIVE ENTERPRISE 
INNOVATION DEVELOPMENT FUND
 

Financing will 
be budgeted from the Title I allocation to create
 
the above Cooperative Enterprise Innovation 
 Development Fund. 
The fund will be utilized as regenerative "seed capital" for
financing cooperative or joint cooperative-private sector ven
tures that are precluded from obtaining capital 
from traditional
 
lending sources. The furnds 
will be provided on both a medium and
 
a long term repayment basis at competetive interest rates and 
include grace periods according to the nature of the venture 
f i nanced. 

Frirfty ill loan disburs 'ment will be place upon the proposed
venture's compatibility with the objectives of the CAEDF and the 
DCRD's Comrehersive Plan, the USAID CDSS, and the GOl's Replita

!V development plans, its relationship with the organizations
involved in the project and 
its potential viability. Included in
 
these criteria will be: 

1. BeieficLiary Impact: 

-employment generation potential;
 

-cooperative instutition building nature;
 

-condition of target beneficiaries;
 

-export generation or import substitution capability;
 

2. Venture Feasibility:
 

-input and market linkage availability;
 

-positive return on 
invested capital and repayment ability;
 

-perpetuality of 
entity and venture implemented;
 

-availability of appropriate outside resources;
 

-complementarity with other CAEDF programs; 

3. Nature of Venture: 

-consistency with CAEDF objectives;
 

-consistency with USAID CDSS;
 

-counsistency with Department of Cooperatives Replita IV
 
guidelines;
 

-c:onsi Atency with the structure and implementation of the 
National Cooperative Comprehensive Plan. 

The funds will be deposited within an interest bearing local banl
 
account 
 and placed under the supervision and management of the
 

59
 



CAEDP's Project Management Unit 
(PMU) board for their disbursement authority. 
 The PMU, as described within Chapter V of 
this

proposal will serve as 
the entity entrusted with 
 the fund's

utilization, management, supervision and regeneration.
 

It is preliminarily budgeted that the 
 fund will amount to
 
approximately $ 1,030,000. 
 Proposals and feasibility studies for
the utilization of 
these funds will be prepared at the district
I t: by the PUSPETA management teams 
 and their techllcdl
 
advisors. The proposals will 
then be submitted to the respective

PUSFETA's Temporary Advisory 
 Boards (TAB) for approval and

eventual submission to the FMU. If approveJ by the PMU, ttIt2
funds will be disbursed through the PUSPETA to 
 the applicable

enterprise. Frovision 
 will also 
be made for investment in
expirimental cooperative ventures within 
 the areas of the

National Cooperative Comprehensive Planning Project's first
 
implementation plan.
 

During the 
latter phases of implementation, trasnsition will
a 

take place transfering the F'MU's CREDF 
to the individual

PUSPETAs, who will then in 
turn assume responsibility for 
 the

fund's management, administration, supervision and disbursement.
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X. TECHNICAL 
ASSISTANCE
 

Implementation 
of the program will 
require the general upgrading
of the ability of 
the current PPKs and KUDs to provide supply and
credit 
services through organizations not significantly 
 involved
in business service operations. 
 In addition 
current to the upgrading of
staff, the project will 
entail the recruitment and training oi many new 
and largely inexperienced personnel.
ly Particularimportant to 
the success of 
the services required for
farm,:r support snmallwill be 
 the ability 
 of the PPKs
affiliated to 
and their
KUDs conduct their operations in 
a business-liie
manner. 
 This will require staff with skills 
 in bookkeeping,
cooperative accounting methods and business administration.
 

In addition, 
 it is anticipated that 
the project
several will provide
types of agrobusiness services 
technically innovative to
Indonesia. 
 These services, particularly those involving shrimp,
crop seed, 
and livestock feed production and perishable commodity
handling, 
 involve 
 activities 
not currently practiced in

Indonesia.
 

To assist in 
meeting these needs, the project vill 
assign a longterm advisor 
to the Luwu, 
 Malang and Boyolali PPKs.
of The timing
their services, illustrated 
 in Exhibit
correspond to the stages of 
2 below, will
project implementation. 
The advisors
will 
have educational backgrounds in 
business administration
agrobusiness and
and have experience in 
the operation of 
cooperativ=
organizations in developing countries. The Klaten PUSPETA, due
its more advanced stage of to
implementation and management will
require a full not
time technicai advisor but will 
be administered by
the CLUSA representative. 
 The functions


advisors will 
of the long tern,
include, but 
not be limited to, the 
following:
 

I. 
 Assisting PPK and KUD management and administrative pursollnel
in the establishment of 
standardized accounting and 
 administra
tion systems.
 

2. Assisting the project 
area PPK and KUD management in 
instituting sound business practices in handling 
 the production
purchase and sale of or
supplies, purchase and sale of 
farm produce,
and 'he record keeping for the credit systems.
 

3. Training 
Indonesian cooperative personnel in
quired the skills reto assume full responsibility for 
 all management 
 and

operational tasks.
 

4. Assisting 
 the PPK management in the identification
feasibility of and
study preparation 
 for elligible operational
participants of 
the Rural 
Enterprise Development Fund.
 

In addition, two long-term technical advisors will 
be utilized in
the initial implementation phases of 
the livestock
hatchery activities. and shrimp

The shrimp advisor will 
be positioned
the hatchery site in Kabupaten Luwu and provide 

at
 
assistance technical
and training as described in section 

the 

VIII-D. 
 The
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livestock advisor, in addition to continuing limited livestock
 
feed research and development activities at the PUSPETA Klaten
 
project site, will be temporarily positioned at the PPKs Malang
 
and Doyolali to establish the necessary staff and farmer
 
training, feed production, and animal husbandry activities during
 
their initial phases of implementation. Additionally, short term
 
externally funded technical assistance will be provided where
 
necessary through the Volunteers in Overseas Cooperative
 
Assistance (VOCA) organization for livestock and seed technology
 
and through the International Center for Aquaculture (ICA) for
 
the shrimp production subproject.
 

The Title II or Section 416 portion of the project's budget
 
providus funding for the provision of technical assistance and
 
its required support costs. All technical assistance and
 
supervision costs are detailed within the project budget as
 
Section V.
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P O S I 2 O r 4I
POS I T I ON MP L E ME N T N TI O U -, E R P 

2 >3 

]- -

A. LONG TERM CORE STAFF
 

I. CHIEF OF PATTy
 

2. PUSPETA r1 LpN RDJISOR 
-. FCC 
LUWU ROVISOP
 

I. 
PUSPETR BO'OLRLI ADVISOR .
 .
 

B. LONG TERM TECHNICIANS 
1. HATCHERY ADVISOR
 

2. LIVESTOCK ADVISOR
 

C. LOCAL CONSULTANTS 

I- BASELINE SURVEY 

2. EVALUATORS
 

3. SHORT TERM LOCAL
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XI. EVALUJTION PLAN 

1. DESIGN OF PROJECT 

The starting point of the evalualion plan should be a precise
 

understanding of what the activity is supposed to accomplish,
 

through which agents and over what time period. The Cooperative
 

Agrobusioess Enterprise Development Project (CAEDP) is a complex
 

undertaking involving not only personnel of the Ministry of
 

Coupwratives, but also the principal organizations of the nation

al cooperative movement (including over 130 primary cooperatives
 

and four district-level pre-secondary cooperative federations),
 

and the small farmer beneficiaries. The success of the project
 

depends upon the development of an effective and efficient system 

for the delivery of technical assistance, inputs, credit, and 

marketing services. 

A. THE PROJECTS 

A preliminary project flow chart was prepared in order to 
identify all significant project elements and their interrela

tionships. This chart, included as Exhibit 1, shows the princi

pal nodes of each component of the program and how they relate to 

each other in successive steps or parallel actions. Using this 

diagram, it was possible to identify seven essentially discrete 

activities that contribute to the development of the complete 

delivery system:
 

I. Coulerative DOevel pment Activities 

(i !Uproved Cooperative Management. The project is suppor
ted by CLUSA and the Department of Cooperatives to assist
 
selected PPKs and KUDs in performing important services.
 

Salary subsidies are provided for PPK staff to assure the
 

continued availability of professional management.
 

(ii) Production Credit SYstem. The project provides tech

nical assistance for the development of a system for the 

delivery of production credit to small farmers. It also 
provides working capital funds both from foreign and domestic 

sources that will enable cooperative organizations to respond 

to the most urgent production credit requirements of the 

project beneficiaries. 

(iii) Productive Input Del iver Sstem. To increase crop 

yields, The projeLt provides fertilizer, seeds, pesticides, 
livestock feeds and shrimp post-larvae to small farmers par-
ticipating in the program. Development of the delivery sys-
tem wil! require the construction or expansion of PI, warv
houses, the procurement of certain processing equipment, 

delivery of externally produced inputs to the PPKs, expansiuon 

of PPK clericas and logistical staff, and arrangements for 

transport services. 
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(iv) 9a Mretin Services. The project will expand the 
crop market orientation of the existing primary cooperatives

well beyond the current emphadis upon rice. The development

of crop marketing services will 
require expansion of the
storage 
 and processing facilities, 
 adoption of efficie"L
 
storage and processing systems, 
 transport availability, ad

good management that can 
ensure the highest possible benefit
to the producers.
 

2. Agriculture Technical Assistane Activities 

(v) Small farmer Training Program. All small farmers enter
ing the aquaculture or 
livestock production programs will

undergo a one-week 
training program in production technology,

cooperative principles and project operations. 
 CLUSA, the

Department 
 of Agriculture Directorates General 
of Livestoct

and Fisheries will prepare the 
courses and train the partici
pants.
 

(v) Technical Assistance Delivery System. The project in
cludes the adaption of a technical production package to
local use and the provision of technical assistance to insure 
the proper utilization of the recommended practices. 

3. Project Management
 

(vi) F'Erct Management and Coordination. 
 The overall
project will function under existing line 
 authorities, but

will be guided by a Coordinating Committee involving

representative_ 
of the Directors General 
of business Affairn,

Cooperative Organizations, and 
 Research and DevelopmenL.

This committee "ill 
be served by a Project Management Unit
consisting 
 of the CLUSA Representative, 
 the DOC Foreign

Project Coordinator, 
 and the Project Development Officer.
 
Most essential, however, will 
be the Temporary Advisory board
(TAB) located 
within each project district. The 10H,.
management authority over 
 PPK operations will 
 ensure the
 
relevance of services to 
local needs.
 

B. EVALUATION DATA REQUIREMENTS
 

The data required to evaluate this program at 
various levels 
 and
at different times will 
be of two types: (1) information that 
can

be routinely gathered and reported by the PPKs 
for continuous
 
analysis in a Management Information System (MIS); and, (2)

information that must 
 be gathered by surveys 
 of project

participants. 
 The a'valuation will 
seek to determine (I) progress

towards the development of 
an effective institutional mechanium

for providing services to 
small farmers; (2) the efficacy of 
that
mechanism as a self-sustaining delivery system; 
 and, (3) the

efficacy of that mechanism in altering farming 
 practices, economic returns, 
 and family welfare. These three different objec
tives will require different types of data:
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(1)PECO r4 n pdet Data will provide program management and 
evaluators 'iith information on what is happening in the program
in regard to its inputs, outputs and problem areas. This data 
will include such items as assignment of staff, resource flows,
construction and equipment procurement progress, inputs delivered 
and outputs marketed.
 

This information will be acquired through a regular system of
 
reporting by the PPKs to 
the PMU. The reports will be compiled

and submitted on a quarterly basis under 
a simple standard quan
titative reporting format.
 

(2) Institutional Development Data will provide the PMU and the
 
evaluator with information on 
the developing characteristics of
 
the system being created, 
 i.e., a small farmer modernization
 
delivery system and its components. Information will be sought

concerning the health of 
the institutions involved 
 and whether
 
strengthened or weakened by the program. 
 The data required deals 
with the effectiveness and efficiency of the processes employed

arid will be mostly reflected in 
the growth trends of PPK/tUD 
membership and volume of business. This type of data can also be 
gathered on 
a routinely prepared and standardized MIS format. 
 An
 
it will be primarily concerned with longer 
term trends, it will
 
be less useful for immediate program guidance than the 
first type
 
of data.
 

(3Farm Based Data will be essential for del~rmining the impact

of the institutional development program on 
the target group and
 
will be gathered through periodic 
surveys. Because some changes,

such as the 
 use of new practices, will 
show up early in the
 
program, while others, 
 such as income changes may be longer in
 
coming, oe initial 
a~d one repeat baseline data survey will be
 
conducted during the first 
two years of the project,
 

The Project Management Unit 
will design and operate the MIS. As
 
it is 
the only operating agency with sole responsibility for this
 
single program, it will require data 
 from all implementinng

agencies and will have the responsibility of verifying, analyzing

and condensing the data for reporting on the oroject.
 

The basic inputs to the MIS will 
be reports from each of the
 
operating organizations:
 

Koperasi Unit Dena (Quarterly)
 

Pusat Pelayanan Koperasi (Quarterly)
 

District Cooperative Officer (Quarterly)
 

These reports ill 
be analyzed and consolidated at the end of
 
each quarter, 
 data verified, and a consolidated summary

distributd. 
 Each six months 
 a report will be prepared,

indicating important trends sharted and 
with a narrative summary
 
explaining their significance.
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Baseline data will 
be derived through questionnaires designed 
to
 
determine the ultimate measure of 
the impact of the program upon

its intended beneficiaries. The questionnaires will be
 
administered to a sample of the participating small farmers by a
 
trained interviewer. This survey'will 
serve two purposes (1) to
 
provide information about the characteristics of the target

population to be used in designing programs to 
reach them; and,

(2) to establish data on the capitalization of the farm
 
enterprise, income flows and expenses, and net return from farm
 
and non-farm income.
 

To minimi-e the administrative burden upon project and 
 coopera
tive management in the compilation of 
MIS and the baseline
 
surveys, 
 the PMU will hire full-time experienced staff to carry
 
out these functions in 
all four project kabupatens.
 

The program will be evaluated during it5 third and fourth 
 years

by external evaluators contracted for this purpose by CLUSA. 
The
 
evaluators will work closely with the PMU in 
 establishing the
 
guidelines and basis for 
the evaluation, and will 
rely heavily on
 
the PMU/MIS for data in 
performing the evaluation. CLUSA will
 
provide logistical support for the evaluation team.
 

The team will prepare a draft report of 
the evaluation and will

provide a briefing for the PMU and 
 USAID on its principal
 
4indings before departure.
 

FIRST EVALUATION
 

The first evaluation should be performed early in the third year

of the project, 
 once the four district operations are in place,

construction completed and equipment procurred. 
 This evaluation
 
will focus on project inputs, the organization and management of
 
the program and the progress made towards establishment of a
 
delivery system. In particular, it should focus 
on any problems

encountered and means for 
their correction.
 

This first evaluation should 
 review subproject design and
 
assumptions in light of 
the first two years of operations, verify

their continuing validity or 
recommend appropriate modification.
 
It should review the progress of the four delivery systems

(technical assistance, 
credit, input supply and marketing) to
 
determine progress, 
 identify any problems, and make

recommendations for any modification. 
 Finally, it should review

the operations of the Inter-Directorate 
General Coordinating

Committm 
and the Project Management Unit and suggest any changes

which might be needed.
 

The second evaluation, 
 to take place in the fourth year of the

project, should concentrate on project outputs, specifically, the
 
technical assistance provided, 
 loans made, inputs delivered and
 
crops marketed. It 
should also review the progress being made
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towards establishment of a permanent delivery 
 system, paying
particular attention 
 to the effect of the 
 program on

continuing viability of 

the
 
the participating PPKs and KUDs.
 

Like the first evaluation, 
 it should test project design,
assumptions and management, 
 and the operation of 
 the delivery
systems. However, it 
should go deeper 
into the institutionaliza
tiorn of 
 these delivery systems and their apparent 
 efficiencies

dnd effectiveness, suggesting ways that the business 
 operations

can be improved. 
 It should also review the impact of 
the progrdm
on the characteristics of 
the small farmer clients, and their
 
material well being.
 

Finally, the 
 information should be consolidated into 
 a report
that can serve as 
thu basic blueprint for expanding 
the system,

providing the results warrant 
such expansion.
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XII. PROJECT BUDGET
 

Table 15 
 provides an illustrative yearly budget 
 for all
categories of 
project expenditure. 
 It will be further refined aE
the specifics of 
equipment procurement, 
 land costs, constructior
tenders 
 and technical assistance are 
 further assessed.
specific details 
 on the financing methodology can be 
More
 

found in

section IV-C of 
this proposal.
 

Total 
 project financial requirements will be $ 8.651 
million of
which $ 6 million will be provided through FY 85 Title I funding.
The concurrence 
of the Department of Cooperatives 
to utilize
Title 
 I funding for the project's implementation is included as
 
Appendix 6.
 

As described earlier within this document, 
 key to the project's
success will 
 be its ability to flexibly respond to 
 its areas'
business environment for the duration of 
its implementation in 
a
timely and relevent manner. 
 As that environment will 
change due
macro-market conditions, 
technological advancements, and several
other factors, the specifics of 
the budget enumerated will 
 also
require regular revision. Capital budgeting for the project will
thus be conducted on a year 
to year basis and entail revision
corresponding 
 to prevailing business and management 
 conditions.
For this reason the attached budget, albeit 
 specific, will
through this process potentially undergo substantial year to year
revision 
in the areas of equipment procurred, personnel supported
and facilities constructed. Prior to an 
activity's replication
in more than one project area, it 
will be researched on a limited
expirimental basis 
and evaluated for expansion 
on the basis of
its viability and adherance to the project's objectives.
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Table 15: Cosprehentzve Project Budget (1000)
 

Tfpe of Expenditure 
Type 

Unit 
Oty by Project Year Total Unit 
1 2 3 4 5 Units Cut 

Base Cost by Project Year 
1 2 3 4 5 

Total 

Cost 
lIT. 111IT. 
AA 41b I 

1.INVESIiI{ COSTS 
A.CONSTRUCTIOH 
MALAHS;
1.(4NAIN WAR[HOUSF 
2.ThAIhING CLNTEL, bLDG 
3.SILO CUMPLEx SITES 
4,DRYING FLOOR FLOOR 
5.INFUT STORAGE 300/TON BLDG 

BO1OLhLI:
I.GRAIN WAREHOUSE IO00IBLDG 
2.IWINING CENTER BLDG 
3. SILO COM1LEI SITES 
4.DRYING FLOO FLOOR 
5.INPUT STORAGE 300/ON FLDG 

KLAIEN: 
1.INFUT WAREHOUSE 5uOT BLDG 
2.DRYING FLOOR FLOOR 
LUWU HATCHERY COMPLEX 
1.BUILDING BLDG 
2.LRT BLDG 
3,SPWNGIALGAE TANKS BLD 
4.MATURATION TANK BLDG 
5.POWER HOUSE BLDG 
6.ELECTRICAL SYS BLDG 
7.woRShop BLDG 
8.FRSH/SEA/AIR WATER PIPELDG 
9.FR WIR SOURCES oEy BLbG 
10. FR wMTER PUMP/PIPING BLDG 
II.RES/PRES TANK BLDG 
12. OFFICEtHOUSING BLDG 
13. ROADS/FENCES BLDG 
TOTAL CONSI. COSTS 

140WILD1 
1 
2 I I 
I 
1 

I 
1 
2 1 1I 
1 
1 

1 
1 

1 

5 
12 
3 
I 
I 
1 
1 
1 
I 
1 
1 
1 

1 

1 56 56 
I 12 12 
5 20 40 
I 7.5 7.5 
1 19.5 19,5 

I 40 40 
1 12 12 
5 20 40 
1 5 5 
1 19.5 19.5 

1 25 25 
1 5 5 

1 52 52 
5 .0.3 1.5 
12 0.045 0.54 
3 0,375 1.125 
1 2.4 2.4 
I 3 3 
1 4.5 4.5 
1 2.55 2.55 
1 0.7 0.75 
1 0.6 0.6 
1 0.3 0.3 
1 48 48 
I 6 6 

404.8 

0 
0 

20 
0 
0 

0 
0 

20 

0 
0 

0 
0 

0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

40 

U 
0 

20 
0 
0 

0 
0 

20 

0 
0 

0 
0 

0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

40 

0 
0 

20 
0 
0 

0 
0 

20 

0 
0 

0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

40 

0 56 
0 12 
0 100 
0 7.5 
0 19.5 

0 4U 
0 12 
0 lOu 
0 5 
0 19.5 

0 25 
0 5 

0 52 
0 1.5 
0 0.54 
0 1,125 
0 2.4 
0 3 
0 4.5 
0 2,55 
0 0.75 
0 0.6 
0 0.3 
0 48 
0 6 
0 524,77 

56 
1? 
IU 
7.5 

19,1
U 

40 
12 

luO 

5 
19.5
U 

25 
5 
0 

52 
1.5 

0.54 
1.125 
2.4 
3 

4.5 
2,55 
0,75 
0.6 
0.3 

48 
6 

0 524.77 

B.LAND
I.BOIOLALI 
2.MALANG 
3.9LATEN 
4.LUU 
TOTAL LAND COSTS 

HECTARE 
HECTARE 
HECTARE 
HECTARE 

0.7 0.1 0.10.i 
0.8 0.1 0.1 0.1 
0.2 
2 

I 
1.1 
0.2 
2 

75 52.5 7.5 
100 80 10 
30 6 0 
5 10 0 

148.5 17.5 

7.5 7.5 
10 10 
0 0 
0 0 

17.5 17.5 

0 
0 
0 
0 
0 

75 
110 
6 
10 

201 0 

75 
110 
6 
10 

201 

C.EQUIPMENT 
MALANG 
1.EXTRUDER MACHINE 
2.BRINDER/MIIER/AGR/ELV MACHINE 
3.MIIER WAGON MCHINE 
4.TRACTOR MACHINE 
5.FORAGE CHOPPER #MACHINE 
6.FORAGE BLOER MACHINE 
7.MOLASSES PUMP MACHINE 
B.PICKUP iRUCKS VEHICLE 
9.HANGING SCALES EQUIPMENT 
10. PLAIFORM SCALES EQUIPMENT 
II.PALLETS EQUIPMENT 
12. MOISTURE TESTERS EQUIPMENT 
13. GENERATORS EQUIPMENT 

I 
I 
3 
3 
3 
2 
2 
2 
6 
4 
1 

4 
3 

1 II 
I 1 1 

4 4 

I 65 65 0 
1 14 14 0 
6 15 45 15 
6 19 57 19 
3 2.5 7.5 0 
2 2.5 5 0 
2 3.5 7 0 
2 B 16 0 
6 0.05 0.3 0 
12 0.3 1.2 1.2 
I 2 2 0 
4 0.3' 1.4 0 
3 4.5 13.5 . 0 

0 
0 

15 
19 
0 
0 
0 
0 
0 

1.2 
0 

0 
0 

0 
0 

15 
19 
0 
0 
0 
0 
0 
0 
0 

0 
0 

0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 

0 
0 

65 
14 
go 
114 
7.5 
5 
7 

16 
0.3 
3.6 
2 

1.4 
13.5 

65 
14 
90 
114 
7.5 
5 
7 
16 
0.3 
3.6 
2 

1.4 
13.5 
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14. TOOL SETS EQUIPMENT 
15. RICE THRESHERS MACHINE 
16. RICE SEED CLEANERS MACHINE 
17. FUMIGATION COVERS EQUIPMENT 
18. BAG SEALERS EQUIPMENT 
19. MAIHE SHELLERS MACHINE 
20. BIN DRYERS MACHINE 
21. SOYBN/GRNUI THRESHERSMACHINE 
22. MIE/SYBN SEED CLNRS MACHINE 
23. SYBN SPIRAL SPRAIRS MACHINE 
24. PEANUT HUSKER MACHINE 

2 

I 
I 
I 
I 
I 
2 
1 
I 
I 
1 

2 

1 
1 
1 
i 
I 
2 
1 
I 
1 
1 

0.5 

1.5 
1.3 
0.8 
0.1 
t'.5 
3.5 
2 

2.2 
1.5 
2.5 

1 

1,5 
1.3 
0.8 
0.1 
2,5 
7 
2 

2.2 
1.5 
2.5 

0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

1 

1,5 
1.3 
0.8 
0.1 
2,5 
7 
2 

2.2 
1.5 
2.5 

1 

1.5 
1.3 
O. 
0.1 
2.5 
7 
2 

2.2 
1.5 
2.5 

25, PEANUT GRADER 
26. LARGE IRUCKS 
27, JEEPS 

28. MOTORCYCLES 
29, C.OMPUIER 
30. RADIOS 

MACHINE 
VEHICLE 
VEHICLE 

VEHICLE 
SYSTEM 
SYSTEM 

I 
3 
1 

10 
I 
1 

1 
3 
1 

10 
1 
1 

7 
18 
13 

1.3 
18 
2 

7 
54 
13 

13 
1B 
2 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 
0 
0 
0 

7 
54 
13 
13 
1 
2 

7 
54 
13 
1 
1 

BOYOLALI 
I.EITRUDER 
2.GRINDER/MIIER 
3.MIXER WAGON 
4.TRACIuR 
5.FORAGE CHOPPER 
L.FORAGE BLOUER 
7.MOLASSES PUMP 
B,RADIO 
9.HANGING SCALES 
10. PLATFORM SCALES 
It.PALLETS 
12. HOISTURE TESTERS 
13. GENERATORS 
14, TOOL SETS 
15. FUMIGATION COVERS 
16. COMPUTER 
17. PICKUP TRUCVS 
18, LARGE IRUCKS 
19. JEEPS 
20. MOTORCYCLES 
KLATEN: 

MACHINE 
MACHINE 
MACHINE 
MACHINE 
MACHINE 

CHINE 
MACHINE 
EQUIPMENT 
EQUIPMENT 
EQUIPMENT 
EQUIPMENT 
EQUIPMENT 
EQUIPKENT 
EQUIPMENT 
EQUIPMENT 
SYSTEM 
VEHICLE 
VEHICLE 
VEHICLE 
VEHICLE 

I 
1 
3 
3 
3 

2 
2 
1 
4 
3 
I 
4 
2 
2 
I 

1 
2 
1 
6 

I 
1 

3 

I 
1 

1 
I 

1 65 
1 14 
6 t5 
6 19 
3 2.5 

2 2.5 
2 3.5 
1 2 
4 0.05 
9 0.3 
1 2 
4 0.35 
2 4.5 
2 0.5 
1 0.8 
1 18 
2 8 
2 18 
1 13 
6 1.3 

65 
14 
45 
57 

7.5 

5 
7 
2 

0.2 
0,9 
2 

1.4 
9 
I 

0.8 
1B 
16 
36 
13 

7.3 

0 
0 

15 
19 
0 

0 
0 
0 
0 

0.9 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
15 
19 
0 

0 
0 
0 
0 

0.9 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
15 
19 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

65 
14 
9u 

114 
7.5 

5 
7 
2 

0.2 
2,7 
2 

1.4 
9 
1 

0.8 
18 
16 
36 
13 

7.8 

65 
14 
90 

114 
7,S 

5 
7 
2 

v.2 
2.7 

1.4 

1 
0,6 
Ie 
16 
30 
13 
7.8 

1.EXTRUDER 
2.PICKUP TRUCI.S 
3.LABORATORY EQUIPMN 
4.LIVESTOCK SCALE 
5.PALLETS 
6.CONYEIORS 
7.CHILLING TANK 
8. TRANSPORT TANK 
9.FURNITURE EQUIPMENT 
10. WOOD DRYING KILN 
I, LARGE TRUCKS 
12, JEEP 
13, MOTORCYCLES 

LUWU 

MACHINE 
VEHICLE 
SET 
EQUIPMENT 
EQUIPMENT 
SYSTEM 
EQUIPMENT 
EQUIPMENT 
MACHINES 
EQUIPMENT 
VEHICLE 
VEHICLE 
VEHICLE 

I 
2 
1I 
1 
1 
I 
1 
1 
I 
1 
2 
1 
4 

1 
2 

1 
1 
1 
1 
1 
1 
1 
2 
1 
4 

65 
8 
4 

3.5 
2 
8 

16 
9 

32 
17 
18 
13 

1,3 

65 
16 
4 

3.5 
2 
B 

16 
9 

32 
11 
36 
13 

5.2 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
o 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

65 
16 
4 

3.5 
2 
a 
16 
9 

32 
17 
36 
13 

5.? 

0 
65 
Io 
4 

3.5 
2 
8 

16 
9 
1 
IT 
36 
13 
5.2 

u1.LIGHT BAN). EQUIPMENT 13 
 13 0.045 0.585 
 0 0 0 0 0.585 u.58S2.VORTEX BLOWER EQUIPMENT 4 4 0,3 1.2 0 0 
 0 0 1.2 1.2
3.PUMP EOUIPMENT 4 
 4 0,675 2.7 0 0 0 
 0 2.7

4.FILTRATION/CARTRIDGES EQUIPMENT 
 I 1 0.75 0.75 
 0 0 0 0 0.75 6.75

5.DIESEL GENERAIU EQUIPMENT 4 4 4.5 18 0 0 0 0 1B .

6. AC ALGAE ROOM EQUIPMENT 2 2 0,45 0.9 0 0 0 0 0,9 (0
7. FREEZER EQUIPMENT I i 0.8 0,8 0 0 0 0 0,8 U.8
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8.REFRIGERATOR 
 EQUIPMENT 1 
 1 0.5 0.5 0 0 0 0
9.TEP CON'ThOL LR1/MT EQUIPMENT 1 0.5
 
1 2.25 2.25 0 0 
 0 0 2.25
10. TEMP CNTRL RACEWAYS EQUIPMENT 1 
 1 3.7 3.7 0 0 0 0
It.LABORATORY EQUIP EQUIPMENT I 3.7
 
1, 3 3 0 
 0 0 0
12. REDUNDANCY 3
EQUIPMENT 1 
 I 6 6 0 
 0 0 0 6
13. CONTNRS 
 EQUIPMENT 40 
 40 0.15 6 0 0 0
TOTAL EQUIPMENT COSTS 0 6
 

946 70.1 70,1 6B 
 0 1154.2 0 115,
 

It.WORKING CAPITAL
 
I.COOP ENTPRS INNVTN FD CAPITAL 
 20 10 10 1.2 

2.PUSPETA MALANG 
 CAPITAL 10 12 
 10

3.FCC LUWU 
 CAFITAL 10 8 6 

4.PUSPETA BOYOLALI CAPITAL 
 8 8 B 

5.PUSPETA KLAIEN 
 CAPITAL 88 6 

TOTAL WORKING CAPITAL 


II1.RECURRENT COSTS
 
A.SALARIES-MALANG
 
I.MANAGERS 
 MANMONTHS 12 12 B 4 

2.ASSISTANT MANAGER 
 MANMONTHS 12 12 8 4 

3.DIVISION MANAGERS MANMONTHS 36 48 32 16 

4.ADMINISTRATORS 
 MANMONTHS 72 120 80 40 

J.FORMEN 
 MANMONIHS 4B 72 48 24

6.TECHNICIANS 
 MANMONTHS 36 48 32 16

7. SALES MANMONTHS 24 36 24 12 

8.EXTENSION 
 MANMONTHS 36 36 36 
 36 36 

9.LABORERS 
 MANMONTHS 
 72 120 80 40 

10. MECHANICS 
 MAMONTHS 24 24 16 8 

II,DRIVERS 
 MANMONTHS 24 24 16 B 

B.SALARIES-LUWU
 
1.GENERAL MANAGER MANMONTHS 12 12 8 4

2.FCC MANAGERS 
 MANMONTHS 48 48 32 16 

3.HATCHERY MANAGER 
 MANMONTHS 6 12 10 6 

4.TRACTOR UNIT MANAGER MANMONTHS 12 12 8 4 

5.DIVISION MANAGERS MANMONTHS 36 36 24 12

6. DIVISION MGRS,-FIELD MANMONTHS 168 168 112 56 

7.ADMINISTRATORS 
 MANMONTHS 192 192 126 
 64

8.FORMEN 
 MANMONTHE 72 72 48 24 

9.TECHNICIANS 
 MANMOATHS 24 36 24 12 

10, PRODUCTION 
 MANMONTHS 96 96 
 64 32 

II.MECHANICS 
 MANMONTHS 96 96 64 32 

12. SALES 
 MANMONTHS 96 96 64 34 
13. OPERATIONS 
 MANMONTHS 72 72 48 24 

14, EXTENSION 
 MANHMONTHS 48 48 48 48 48

15. LABORERS 
 MANMONTHS 120 120 
 80 40

16. DRIVERS 
 MANMONTHS 72 72 48 24 

C.SALARIES-BOIOLALI

I.GENERAL MANAGEP MANMONTHS 6 12 10 6 2 

2.ASSISTANT MANAGER 
 MANMONTHS 6 12 10 6 2

3.DIVISION MANAGERS 
 MANMONTHS 
 IB 48 40 24 8 

4.ADMINISTRATORS 
 MANMONTHS 
36 96 BO 48 16

5.FORMEN 
 MANMONIHS 
 IB 48 40 24 B 

6.TECHNICIANS 
 MANMONTHS 
 12 24 20 12 4

7,SALES 
 MANMONIHS 12 36 30 1B 6 

8.EITENSION 
 MANMONTHS 18 36 36 36 36 

9.LABORERS 
 MANMONTHS 36 72 60 36 
 12 


MNMONTHS 12 24 20 12 4

10. MECHANICS 

II,DRIVERS 
 MANMONTHS 12 24 20 
 12 4 

D.SALARIES-KLATEN

1.EITENSION 
 HANMONTHS 
 36 36 24 12 6 


41.2 25 500 250 250 30 
 0 1030 (

32 25 250 300 250 0 0 
 800
 
24 25 250 200 150 
 0 0 600
 
24 25 200 200 200 
 0 0 600 6

24 25 200 200 200 
 0 0 600 6
 

1400 1150 1050 30 0 
3630 0 36
 

36 0.35 4,2 4.2 2.8 1.4 
 0 12.6 6.3 6
 
36 0.275 3,3 3.3 2,2 
 1.1 0 9.9 4.95 4,


132 0.15 5.4 7.2 4.B 
 2.4 0 19.8 9.9 9

312 0.065 4.68 7.8 5.2 
 2.6 0 20,28 10.14 10,

192 0.065 3.12 4.68 3.12 
 1.56 0 12.48 6.24 6.;

132 0.125 4.5 6 4 
 2 0 16.5 8.25 B.;

96 0.05 1.2 1.8 
 1.2 0.6 0 4.8 
 2.4 2.

10 0,05 1.8 1, 
1,8 1.8 1.8 9 4.5 4,

312 0.04 2.88 4,B 3.2 1.6 
 0 12.48 6,24 6.2
 
72 0,075 1.8 1.8 1.2 0.6 
 0 5.4 2.7 2.

72 0.04 0.96 0.96 0.64 0.32 
 0 2.88 1.44 1.4
 

36 0.35 4.2 4.2 2.8 
 1,4 0 12.6 6,3 6.
144 0.15 7.2 7.2 4.8 2.4 
 0 21,6 10,8 10.1
 
34 0.3 1.8 3.6 3 1.8 
 0 10.2 5.1 5.

36 0.125 1.5 1.5 1 0.5 
 0 4.5 2.25 2,2!


108 0.15 5.4 5,4 3,6 1.8 
 0 16,2 8.1 B.i

504 0.1 16.8 16.8 II.2 5.6 
 0 50.4 25.2 25.;

576 0.065 12.48 12.48 8.32 4.16 
 0 37.44 18.72 l8.7:

216 0.065 4.68 4.68 3.12 1.56 
 0 14.04 7.02 7,0:

96 0.125 3 4.5 3 1.5 0 
 12 


288 0.06 5.76 5.76 3.84 1.92 
 0 17.28 8.64 Bt4

288 0.075 7.2 7.2 
 4.2 2.4 0 
21.6 10.9 Iv.6
288 0.05 4.8 4.8 3.2 1.6 0 14.4 7. ,

216 0.05 3.6 3.6 2.4 1.2 0 
10.6 5,4 5.4

240 0.05 2,4 2,4 2.4 2.4 2.4 
 12 c
360 0.035 4.2 4.2 
 2.8 1.4 0 12,6 b , .1
216 0.04 2.BB 2,88 1.92 0.96 
 0 8.64 4.32 4...
 

36 0.35 2.1 4.2 3.5 2.1 0.7 
 12. ,3 6.7
 
36 0.275 1.65 
 3.3 2.75 1.65 0.55 9.9 4.9. 
 4.95
138 0.15 2.7 7.2 
 6 3.6 1.2 
 20.7 1,,5 i0.,5


276 0.065 2.34 6.24 5,2 3.12 1.04 
 17.94 8.97 6.97

138 0,065 1.17 3.12 
 2.6 1.56 0.52 6.97 4.485 4,4EJ

72 0,125 1,5 3 2.5 1.5 0.5 
 9 4.5 4.5
102 0.05 0.6 1,B 1.5 0,9 0.3 
 5.1 2.5 2.
 

162 0.05 0.9 1,8 1.8 Ile 
 1,8 8.1 4.5 
 4.05

216 0.04 1.44 2.88 2,4 1.44 0.48 8.64 4.!2 4.3?

72 0.075 0.9 1.8 1.5 0,9 
 0.3 5.4 2.7 
 2.7
 
72 0.04 0.48 0.96 0.8 0.48 0.16 2.88 1.44 1.44 

114 0.1 3.6 3,6 2.4 1,2 
 0.6 11.4 5.7 5.7
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2., SERVICES MANMONTHS 36 36 24 12 6 114 0.15 5,4 5.4 3.6 1.8 
 0.9 17.1 8.55 8.55

TRAINERS MANhONTHS 24 
 24 18 6 72 0.1 2.4 2.4 1.8 0.6 0 7.2 7.2


4.PULIC RELATIONS MANKONTHS 12 12 12 
 12 48 0.15 1.8 1.8 1.8 1.8 
 0 7.2 7.2
TOTAL PERSONNEL COSTS 
 0 150.7 
 185 132.5 73.03 13.25 554.55 284.48 270.08
 

IV.TRAINING
 
I.MAL AN LUMPSUM 
 1.5 0.5 0.5 0.5 3 20 30 10 10 10 0 60 6,)

2.LUWU LUMPSUM 1.5 10.5 3 
 20 30 20 10 0 0 60 6,*
3.BOYOLALi LUMPSUM 
 1.5 0.5 0.5 0.5 3 20 30 10 10 10 
 0 60 6,3
4.KLATEN LUMPSUM 1 0.5 0.5 20
2 20 10 10 0 0 40 0

TOTAL TRAINING COSTS 
 110 50 40 
 20 0 220 0 22-)
 

V. TECH ASSISTANCE/ADMIN
 
A.LOWG TERM CORE STAFF
 
1.CHIEF OF PARTY MANMONTHS 
 12 12 12 12 12 60 5.8 69.6 69.6 69.6 69.6 69.6 34B 348
2.MALANG ADVISOR MNMONTHS 12 12 12 
 36 5.4 64.8 64.8 64.8 0 0 194.4 194.4

3.LUWU ADVISOR MANMONTHS 12 12 6 30 4.5 54
54 
 27 0 0 135 135

4.BOYOLALI ADVISOR MANfiONTHS 6 12 12 6 
 36 4.5 27 54 54 27 0 162 
 162
 
B.LONG TERM TECHNICIANS
 
1.WATCHERY ADYISOR MANMONTHS 12 12 24 4.5 54 54 0 0 0 108 
 108

2.LIVESTOCK ADVISOR MANMONTHS 12 12
12 36 
 3 36 36 36 0 0 108 108

C.LOCAL CONSULTANTS MANMONTHS 
 12 12 12 12 48 1 12 12 
 12 12 0 48 48
 
0 LONG TERM STAFF SUPPORT
 
1.HOuSING/UTILITIES RENTMONTHS 66 72 54 18 12 222 59.4
0.9 
 64.8 48.6 16.2 10.8 199.8 199.8
 
2. INT TRAVEL/PER DIEM TRIPS/FM M 10 0 10 6 28 18 0 18
2 1,8 10.8 3.6 50.4 50,4

3.LiCAL TRAVEL/PER DIEM MAKMDNTHS 66 54 12
72 18 222 0.45 29.7 32.4 24.3 8.1 5.4 99.9 99.9

4.REST AND RELAIATION TRIPS 
 10 8 2 2 2 24 1.2 12 9.6 
 2.4 2.4 2.4 28.8 28,8
5.VHCLE OPRTNS/NTNCE LUMPSUK 5.5 6 4.5 1.5 
 1 18.5 2.25 12.38 
 13.5 10,13 3.375 2.25 41.625 41.62t.
6.OFFICE FURN/EQUIPMT LUMPSUM 2 
2 4 7 14 14 0 0 0 28 28
 
1.OFFICE SUPPL/UTLTS LUMPSUM 2 2 1 
I I 7 3 6 6 3 3 3 21 21

8.OFFICE OPERATIONS LUMPSUM 2 2.5 2 1 I 8.5 
 3 
 6 7.5 6 3 3 25.5 25.5

9.COMMUNICATIONS LUMPSUM 
 2.5 3.5 3.5 2.5 2 14 1.5 3.75 5.25 5.25 3.75 3 21 21

10. PERSONAL EFF/AIRFRT TRIPS 6 0 2 2 
1 11 3 18 0 6 6 3
3 33
II.ADMIN STAFF/DRIVERS MANMONTHS 156 180 120 
 96 72 624 0.12 18.72 21,6 14.4 11.52 8.64 74.88 74.92

TOTAL TECH ASST/SUPPORT 
 515.3 519.1 401.5 176.7 114.7 1727.3 1727.7 0
 

TOTAL PROJECT SUPPORT COSTS 
 515.3 519.1 401.5 176.7 114,7 1727.3 1727,3 v
TOTAL OVERNLA' 1 39221 PROJECT SUPPORT COSTS 
 202,6 204.1 157.9 69.5 45.1 679.18 679,I 0
TOTAL TITLE 11/416 STAFF, SUPPORT, CAPITAL, OVERHEAD COSTS 
 795.4 817.8 627.4 284 16b.4 26 91. 2691
TOTAL TITLE 1/601 LAND, CONST, TRAINING, CAPITAL COSTS 3083 
 1418 1282 210.8 6.625 6000 0 6000

TOTAL PROJECT COSTS 
 3878 2236 1909 494.8 173 8691 2691 600)
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 ad Fat CIns rt ic P(r Cpita by Incari Groups 
r A1, ,'eaI'or indonesia 

(Pupia-h/Vmonth) as ; of as ? of nt,-ke,-(ad Anu--Il! Ve-getable Ttal IntakeCalories aote 
_ ntl LIercry . rotein Intake (a) Fat [Protein

F[e i onation Calrie 

ra30 - IcO 46.40 38.52i,01 1,440 4.0- 2, cxo 38.19 31.70 2,030, 30.0 34.0 13.0 9.5 8.12,(00 - 3,CO 10.05 8.34 
9.5 36.5 46.0 24.5 9.2 10.92,610 16.0 44.5 60.5>3,000 5.37 41.0 9.34.46 j 3,350 14.128.0 55.'0 83.0 66.0 9.9 17.7 

83.02 1,890 8.0 37.0 44.0 23.0 9.4Urban ( 300 - ,04 23.37 3.97 1,120 3.0 11.520.0 23.0 1.0 8.3 8.6 
1,001- 2,000 44.37 7.53 1,5602,001 - 3,000 19.15 3.25 

7.0 26.0 33.0 21.0 8.5 12.41,910 13.0 30.0 43.03,00 35.0 8.9 16.413.11 2.23 2,400 20.5 37.5 58.0 53.5 9.6 20.116.98 1,600 9.0 27.0 36.0 26.0 8.8 14.2
Rural - Urban 
 < 300 - 1,c)0 42.49 1,4001,001 - 2,cx0 3.5 29.5 33.0 13.0 9.439.23 8.21,950 8.5 35.5 44.02,001 - 3,0(0 11.59 24.0 9.0 11.12,,50 15.0 41.0 56.0 39.03,ccO0 6.69 9.2 14.61,050 26.0 49.0 75.0 62.0 9.8 18.3
10.0 1,850 8.5 34.5 43.0 23.5 9.3 11.6Nc-te (a) Mean energy and protein and fat intakes weiahed by nubers of population in each incace at regicnal andnational level. Frltmi
 

Source Central Breau of Statistics - 1969/1970 National Social Econm-ic Survey (U.S.$ 1 = RUpiah 415) 



APPENIDIX 2 

TRIP REPORT
 

TO: SOUTH SULAWESI
 
D-iTES 
OF TRAVEL; MI'RCH 30-APRIL 5, 1984PURPOSE OF TRIP: 
TO SURVEY PROBLEMS AND POTENTIALS FOR SHRIMP
 
CULTURE ON SULAiWESI
 

I left for Sulawesi 
by way of Bali on March 30 and arrived in
Ujung Pandang about 8:30 in the morning on the morning of
March 31. I was supposed to be met at the airport with the
AID car but there was 
a mixup and I missed the connection.
took a taxi I
in to the town and went to the office of Dinas
Perikanan where 
I met A Syahran Aidid the 
Chief of The Fishing
Development Unit. 
 He helped me 
get to the hotel Pondok Delta
where AID people usually stay and I was 
able to contact Mrs.
Sonya Marikar Sahib 
the HiD liaison person and link up with

the HI-D car from there. 

Whilte 
I was at the Dina Pt-rikarian Office I was able todciscus fish and shrimp farming anid I told them that I hopedto do a surve>y of the Sulwe i area for a possiblv projvctshrimp culture. f2ccordirig to Mr. 
in 

Aidid, South Sulcweestimates that it need-- one billion shrirl p seed stock 
li 

8 per yearand the prt-snt supply is only about 200 rmi ll ion from naturalstocks. He estimated that 
there were 
50,000 hectares of
brackishwater fish and shrimp ponds already 
in existence On S.Sulawe I. In addition there are large numbers of freshwaterfishponds that are presently used for milkfish producriorwhere fres'hwater shrimp could be cultured. I was abit to s.emar,>, of these freshwater ponds on the way in to town and theylooked much better than the ponds I have seen on Java. Thereare four Kabupatans(districts) that presently have 
lnumbers of brackishwater ponds. The Office of Dina-, Perikanan
appeared to 
be happy that I stopped by as they like to knowwhat !s happening in their region. I was particularly carefulto streis that I wa. 
only doing i preliminary survey of

potentials in their 
area,
 

After obtaining the use of the AID car we left Ujung Paridangabout 1:-0 pm in the hopes of visiting two shrimp hatcheries on the western coast 
of S. Sulawesi. Because of the
start we did not get to the first hatchery until about 
late 
3:30 pm,
ard therefore we only had time to interview at 
one hatchery,
at Sarru, operated b>- P.T. Bonecom. I was able to talk to themana otr of the hatchery, a lr. Y. Nukiyaa, who is a Japanesebiologist hired by the company, I went through a questioriaire 

/2 
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that I had prepared for hatcheries and he 
was very helpful in
s'aring his information with me. 
 I will present the data from
the questionaire 
in a later report when I get 
additional
information from other 
hatcheries. However, a general
of our discussion is presented here. 
surwiary


The 5onecom hatchery is
a typical Japanese style hatchery with 
large productiorn tanks
that are fertillized and 
innoculated with 
algae, rotifers and
Artemia as food for 
the bhrimp larvae, The hatchery has
been in operation for about 2 years and 
they produced about
1.6 million shrimp(P. monodon) 
last year. The survival
has been very low, 5-10., and the results have
unpredictable. The production been
 
target for the hatchery is 40
million. He 
feels that one of 
his biggest problems is trained
manpcwer and he 
is providing on-the-job training
personnel to his
in order to upgrade their skills. He is able 
to
obtain Artertia through importation but would be 
very happy
if he 
could get a supply 
from within country. He does have
supply of an algae a
I have not Yet in
seen Indonesia,
Chaetoceros speritorium, which could be 
useful to some
of the other hatcheries in operation 
at it should be the right
size for 
early larval stages. 
 I told him of the project on
Java and thiat we 
had another species of Chaetocero5. and he
would 
like to get a culture of that species. There ppeari
be enough wild brood stock to
 

at this time but 
if addtioral
hatcheries are 
built captive maturation of spawners may have
to carried out 
to obtain the requisite number 
of broodstock.
Mr. Nuki yana felt that the following areas needed the 
most
 
supporti
 

1. Broodstock survey

2, Improved algae culture 
techniques and species.

3. Better fishpond design

4. Larval food development as well as a good pond


food.
 

I spent 2 hours 
talking with Mr. Nukiyama and I felt 
that he
was very knowledgeable concerning the 
problems oi shrimp
hatchery culture 
in Indonesia. 
 His hatchery is very well
designed and should be 
able to produce more shrimp after he
works 
the bugs out of his system.
 

We then tried to stop 
at the Cooperative Office 
ir,Parepare to
See what work they were doing in shrimp culture but they were
closed. We decided not to try to go to 
the small shrimp
hatchery at 
Suppa because of 
the late hour. We went on to
Rantepao where we 
spent the next day, Sunday, before 
we went
clown the mountains to Palopo.
 

On Monday we ariveld at Palopo about 
10i30 am where we
with Mr. Jim Tembrink, who 
met
 

is working at the farmers
Cooperative, 
 We immediately went 
over to the office of Luinas
Perikanan and discussed the 
needs and problems of shrimp
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farmers in the 
area. 
 There are approximately 5,000 hectares
of shrimp and fish ponds all ready complete thein Palopoarea. Dinas Per ikana thinks that there is a potential forJ0,ouO to 
20,000 hectares more. 
 The shrimp seed stock dem aridfor 
Palopo is about 100 million and the supply
500 thousand. Obviously 
is only about


thv./ are interested in having a 
shrimp

ha t chery. 

We discussed possible sites 
for shrimp hatcheries with
Diri s Perikaran staff and then we went out 
the 

into the field tolook at several sites. We looked at 4 locations and 
two of
them appeared acceptable for 
shrimp hatcheries. The 
first was
at Sorcj!<a, about 5 km. south of Palopo. The sal inity was alittle low 22 ppt
at (30 ppt being optimal) and the inshore
water tempvrature was a little high at 36 degrees C. The lardarea would have to 
filled 
in order to construct any building
and there is not electricity 
to the site. the
If water
farther off-shore was 
of higher salinity and better
temperature 
the site might be passable 
for a small hatchery.

The second site 
was at Karang Karangan next 
to the new
Pertamiria depot about 20 km. south of 
Palopo. This site a
much better site 
and in fact was probably the best site 

is 


looked at if the Pertamina facility does not 
we
 

pollute the 
area.
Theoretically 
a oil storage area should not 
pollute the
surrounding 
area. The salinity at 

the 

this site was 30 ppt and
 
watvr temperature was 
35 degrees 
C. A secondinvestigation the next day about 200 meters offshore showed awater temperature of 
32 degrees and salinity stabile 
at 30
 

ppt. There is adequate land right on 
the shoreline and
electricity will 
soon be brought in the
to area. There
already a small 
rock jetty that could be 
is
 

used to carry a pipe
out in the
to ocean. In addition there is 
a small freshwater
stream that 
can 
be used to control salinity in any nursery
ponds that 
might be constructed. 
The site should be moni toredfor water quali ty paranieters, ie. sal 
ni ty, pH, temperature
and turbidity, and 
if these indicators 
appear satifactory the
site could be considered for 
construction of 
a shrimp
 
hatchery.
 

After eating lunch we drove 
Bone 

100 Km. to the north beyond Boneto the small village of Lemo. Lemo ii about 3 kms. oftthe main 
road and four wheel drive is necessary to get there.
The area appears to be suitable as a hatchery site except for
the poor access. The sal inity was 29.5 ppt In 
the surf and
the temperature wa5 
33 degrees C. There 
is also a s4nTal I rrivt-rflowing in to 
the ocean and the salinity at low tide was 5ppt. There is adequate high larid to build on but there rioiselectricity to 
the area. However, if the road were 
improved
the site could be quite good 
if adequate electrical supply was 
provi dvd. 
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The next dc.y 
we used the 
Oupatv's boat forThere was nothing suitable for 
'an ocean survey.

turned south 10 kms. north of Palopo 
so we
and observed the Pertamina sitealso a high from the searise of andland 5 krns. tosite. the south ofThe rise of the Pertaminaland was not 
suitable for
because of the steep slope a hatchery siteof the land and lack of access. 
We left for 
Ujung Pandang at 
1.30 pm
findings after discussingwith the our
Kepala Dinas for 
the Fisheries Office.
left a questionaire I
to be filled out
I also left by local fishpond owners.
a Hatchery Questionaire with
wil I taKe to Jim Tei brink that he
the Suppa hatchery
questionaires si te. When thesehave twobeen returned to me I will summarizeinformation thein a final report to AID. 
On the wy back to 
Ujung PiAndang we 
stopped at
70 kms. south of a small beachPalopo called Bone Putisea water condi tions, easy 

that had excellent
 
hatchery. access and adequate land area for
The population adensity is a littleis no electricity but high and therethe 
site could be 
developed for 
a
hatchery, 

In conclusion, 
we were able 
to identify four
si tes possible hatcherywi th the Pertamina site appearing 
to have 
the best
imnediate potential. 
The next day in 
Ujung P'andang
but we visited P.T.were not able Boriecom officesto have 
an audience with
then went the manager.to P.T. Serdid and had an 

We
 
Director, excellent meeting withMr. Sjamsylbachri Sjamsudwin, the 
Director Mr. and the ManagingSJamsul 
Bachri 
S. (Tel.
According no. 2 2107-7178).
to 

presently in 

them there are approximately 45,000 ha. of
production ponds
in S. Sulawesi
be tripled. and that number could
The average yield of
hectare because 
shrimp is below 100 kg. per
of poor pond conditions and
stock. lack
They are presently paying 7000 Rp. 

of seed
 
headless, shrimp with per kg. fora sizekg. for 21-35 per kg. 

of 1-20 per kg. and 6,000 Rp.
and 5,000 Rp. per kg. 
per


They were very interested of size 36-50.
 
4,500 per in M crobrachiurr, and
kg. for headless freshwater prj'jns 

wi I) pay
 
large sIzes, of all standardThey also said 
they would
quanti ti-s like to deal inbut would largerbuy smiall amountspromote of freshwatertheir culture shrimp toand helpof the small farmer.the seed stock available I toldl themfor freshwater 
shrimpthey wan tLd to order 150 ,000 on Java arid 
hatchery for 

seed stock from the Pr i gisome freshwater ponds thathave just finished they operate.their Theyown saltwater shrimphaving no production hatchery butsuccess, areI told themtrain ing program a t Jepara about the hatcheryand they wouldto observe that program. 
I ike to send onie man[ wasenthusiasm of 

very pleased with
this company and 
the
 

they were 
very helpful 
in
 

fA 
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providing insights 
into 
the Sulawesi 
situation.
 
My overall Impresior, was that Sulawesi
potential has excellent
for both freshwater and saltwater shrimpThere 
are culture.
many rivers 
in the Palopo
quality that area wi th excellentcould be waterused as water suppl ies
shr lmp ponds. for freshwatera freshwater 
support ponO hrimp hatcheryculture efforts. The 

is needed tosaltwaterbenetit from shrimp ponds wouldthe construction of
identified several 
some hatcheries and we
are-as 
that are
There adequate hatchery sit.s.
is also room
1 for expansiorn 
of the
brackish water ponds dedicated
production. to
 

physical Trained manpower andinfrastructure will lack ofbe problems in
Years but the area
this can all for rndriybe upgraded. 
The greatest needs
help improve production in are to
those 
hatche'ies
in existence, that areuporade all readthe technical
build one level
or of personnel,
two new hatcher i s on the easterextension to pond n coastj provideowners 
and help to improve 
their ponds.
 
The economic 
impact of a development
culture could be program for 
shrimpimmense. Technical 
improvements
pond culture could in shrimp
incrLase 
shrimp production by sev:,ra)
hundred percent. This 
translated
of ponds would be 

over 40-50 thousand hectaresa substartial 
boost 
to
particularly important 
the economy. This is
o-
transmi gration th area around Palopo is aarea and anxthing that


and can create higher incomemore jobs should be 
encouraged,
 

If addi tion..l hatcheries 

idea to are constructed it would be
have a program for a goodthe production ofwithin country brine shrimp
so that hatcheries would riotdependent opon inported brine shrimp 

have to be
 
is available and stocks. This 
 technology
some potential 
sites have 
been identified
M;dura and nortl.rn Java 

in 

I would be hap.>y 
. 

to have further 
input
proce s i,- ,iY 
into the planningproposed projects 
on Sulawesi.
 

I \ 

http:nortl.rn
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CUAPTIaR I
 

THE Y ISSUEP: CONCLUSIONS AND UCOMMEDATIONS 

Donald C. Taylor and Russell H. Betts
 

Indonesia is among those developing nations which still have an
opportunity to 
choose amoug several poddibl, development dtu~ratIves.
Area development with Irrigated agriculcure designed 
to uUilize abundant
land and water resources, to settle people in sparsely populated areas,
to increase food production, and generally to improve regional economies,
is
one such alternative which has been attempted. 
 The Luwu Area and
Transmigration Development Project (Project Luwu, or PROLU) constitutes
one 
of the fIrst such attempts in Indonesia, and the anticipated
termination in December 1983 of USAID's donor agency support to 
 he
effort therefore provides an unusual opportunity to 
examine the strategy
of area development as 
a means 
to achieve national objectives.
 

More specifically, termination of AID funding provides an opportunity
to 
learn from the PROLU experience how area development projects actually
work and 
to assess whatever there may be in the development 
process that
does not 
work and why. Knowic 
 how something works is 
more important
than cataloging specific achievements, especially if 
the process for
 
development is to 
be tried again.
 

It was 
planned that this examination would be undertaken in two
phases, with the first phase looking ac 
selected specific project
components and the 
second phase examining broader Issueg relating to
overall strategies for Integrated development. An experienced
mulcIdisciplinary 
tceam was given the 
task of undertaking the first phase
of this assessment, 
nor 
to evaluate quantitatively 
or qualitatively the
project, but 
to try and determine from chat experience what guidelines or
lessons could be Identified that might be applied elsewhere in future
.area devulcpmwnc projects. 
 The findings and recommendationa that follow
reflect this learning process as 
identified by 
the Team.
 



-2-

In accordance with the Team's Scope of Work, as modified and expanded
 

and as described in the Foreword to this report, this chapter both
 

addresses project-specific issues and, when appropriate, generalizations
 

concerning "lessons learned" which may have broader applicability.
 

Conclusions and recommendations are grouped to reflect what the Team
 

considers its most important findings relevant to 
the three separate
 

project components which it was 
specifically charged with investigating.
 

Additionally, a fourth grouping addresses other project-specific matters
 
which lie somewhat outside the Team's Scope of Work, but which merit
 

mention nonetheless. 
 This fourth grouping also tentatively addresses
 

some of 
the broader, generic issues concerned with overall strategies for
 

integrated rural developmenL wh.h originally were expected to 
be the
 

focus of the second phase of this final evaluation of PROLU.
 

Much of the data and background material upon which these
 

observations are 
based is contained in the subsequent chapters of this
 
report and, therefore, for the sake of brevity, is 
not repeated here.
 

Also for the sake of brevity, the Team has not included in this chapter
 

an all-tncluaive itemization of its conclusions and recommendations.
 

Instead, it has attempted to 
aggregate findings and consolidate
 

recommendations in order to focus only on what it 
has come to consider to
 

be the key issues, the major problems, the most impressive examples of
 
positive aspects, and/or the 
basic "lessons learned." Those readers who
 

are concerned with greater specificity are also encouraged to refer to
 

the remaining chapters of the report.
 

The PROLU Study Team's key conclusions and recommendations are
 

detailed on the following pages.
 

A. Thm Fnrmo-rn Coopornrivm Cmntnr Project Component (PPK Luwu)
 

The activities of PPK Luvu have served effectively to strengthen 
the
 

capaciLy of village-unit cooperatives (KUDs) in Luwu 
to provide input and
 
marketing services to 
their members. Within the short time-space of four
 

years 
since Luwu's FCCs were first established, the FCCs have 
come
 

S4(11
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to 
account for over 90 percent of the agricultural inputs sold in the
primary project area. 
 The FCCs' paddy purchusing activities have brought
direct benefits 
to KUDe and their members. Further, the FCCs have been
directly instrumental In strengthening the capacity of KUDa to perform
effectively and efficiently the services that 
they provide to 
 their 
farmer members.
 

While certain "free enterprise" elements are 
inherent in the PPK Luwu
structure, it is clear that tintil 
now these elements have been
overshadowed by the contrlbution of COI (USAID) financial support to PPK
 
Luwu.
 

A study of PPK Luwu's financial statements shows that it is
fast-growth enterprise, and that 
a
 

there is a definite upward trend over
time in the "surpluses" ("operating profits") that have been realized
from FCC operations. 
 It is alsb true, however, that over one 
billion
rupiah of non-interest and low-interest bearing 
"loans" have been
provided by the GOI (and USAID) to help establish and operate Luwu's
FCCa. 
 One reflection of the magnitude of this support is that PPK Luwu's
total "retained earnings" until now represent less than 10 percent of its
 
overall equity capital.
 

Five key analytic issues underlie the considerations of pollcy-makere
as 
they seek over the next several months 
to redesign and refine
Indonesia's policies toward farmers cooperatives. 
 These issues concern:
 

Whether FCCs will come to be interim or permanent features in thestructure; 

* The nature of relationships betweeb Provincial PUSKUDs and
kabupaten-level PUSKUDs;
 
o 
The nature of relationships between kabupaten-level PUSKUDs and
 

KUDs;
 

* The extitnt 
and nature of Government involvement in FCCs and;

* Who w-ill 
reap the benefits of economic power from the FCCs.
 
These important Issues are elaborated upon in Chapter II. 

, I)
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Recommendations 


of the Team are described below,
 

I. There is 
a definite need for kbuaten-level
thega 
 PUSKUDs 
to bridg•
between Provincial PUSKUs and individual KDs.
sanction should be 
 r
ranted to al

kabuatenlevel 


PUSMa,
 

The Justification 
for kabupaten-level 

standpoints PUSKUDs arises from two
 
administrative 


to mitigate the logistical burdens of long..distance
and business communications 
and to
economies-to-scale take advantage of
In the provision of services 
to KUD8 and their members.
 

2. Theo 
 tion of haviu morethan one 
FCC erkabupaten should be
.eft open. 

The physical size, state of economic and institutional
and intensity of agriculturaI development,

economic activity
kabupaten 
 vary much from one
to another within Indonesia. 


for havidg more 
In some kabupatens,


than one the rationale
FCC Is weak. 
 In others, it Is not. 
 A rigid

policy of one FCC per kabupaten is, 
therefore, 
not well-advised*
 

3. Serious consideration 

should be 
 iven 
to rantin
autonomy business
to 
 kabuen. 
 evePUSKU
 ,
8
 

We recognize the need for administrative 

PUSKUDs and Provincial and National PUSKUDs. 

ties between kabupaten-level
 

From the standpoints of

simplified logistics and improved Incentives for economic efficiency,

however,.we believe that k-abupaten-level
business autonomy. PUSKUDs should be granted
Such autonomy is not 
only in the best Interest of
 
KUDs and their members, but also is In the beat Interest of the country's
regional economic growth and development.
 

4. 
Cautlon needs to be exercised in not
rematurely
by
ove drawing
ent
fi 
nanclal 
suort from PP 
Luwu.
 

Creating viable economic inatitutions
environments in primative economic
such as 
that In Lu 
u before PROLU takes time. 
 While Luwu 
s
 

http:however,.we


FCCs show definite signs of "economic health," they are not yet at 
the
point where they can stand on their own economically.
recommend that the 	 We thereforeGOI carefully study Lhose aspects of future fCC
development and operations that require further financial nurturing, and
that 
they provide continued financial support in accordance with the
results of such study.
 

5. 	Considerdble care needs to beexercised to keepnationalpoliciesfrom encumbering 
the ,ffect1.. 
 operationofieadividua al 
 o 
 e
PUSKUDs.
 

Critical elements In the tachnical, Institutional, 
and economic
environment wichin which various kabupaten-level

greatly from one 

PUSKUDa operate differ
region to another. 
 In formulating national cooperative
policies, much discretion needs 
to be exercised so 
that the policies will

indeed facilitate, and not inadvbrtently impede, the development of
strong local cooperative activities,
 

6. Considerable 

needs
care to be exercised
from ca 	 to keep
turin 	 the rural elite
for themselves "the lion's share" of economic benefits
from farm cooperative
ac 
 ivties.
 

As PPKs grow in their economic viability, the Interests of people in
trying to 
tap some of 
the economic power for themselves
arise. 
 are bound to
While dealing effectively with this
problematic, issue is inherently
we 

insure as 

believe certain actions could be undercaken to
wide as 	 help
Possible a diffusion 
among the farming community of the

fruits.of economic power genurated by the cooperativus,
institutional design that 	

Principles of
 
ensure a 	

we believe might offer prospect for helping towide distribution of the economic power are included in
Chapter ti.-/
 

1/ 
See also pp. 377-381 of the Bromley, et. 
&I- Article on, "Water
Reform and Economic Development" 
cited in Appendix C.
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APPENDIX 4 

EXECUTIVE SUMMAI1Y 

In July, 1 0 1 IWO jnsu;iI a Tr:anqrr'. /IIIt olj.,Lyfur for Lh I rannof PL 40U I:IlnxjL Lc CLIiSA for n'u i" Indclr,,,:nir.been working withl 
. C II';.A l , dIndo, osLin coope:rativ,.s 'ic"vc1)pur tJounal 1 17G "in(lur inPrograim Gr,junt Agroemo:nIL. Irin or it, ;'cLivi I.isa,;been Iarjto work with the I)irectorajtre ;uweural 
of Coir l ivuqKabupatun Klatcn in

in Central Java to ";LcirJy :adl lpijfn c ondietiI JsupportinJ atlJassistance necessary fIr ifhmJlI( n tijlexample : .'C:G ;V::;fulof local cooperative duvelopm,,.. . From tin r:concept -rjr.1 Meit'of thu PUSPETA (acronym Fro I'11.511T IELIiYAIIAri wI:AImI mean
ing Fariii-rs' SLrvic:e I. Lur). 

PUSPETA I(laten w:s e. tnblishoJlo oniiJaniary 1, lfJsecondary couperativu nocioLy 
j,:, a prv

opur"Lic ; UPVC:io1project. U :iy : rovJrni,entCLUSA personnel began working with Ind, n .io counterparts to organize farmers' groups, develop improIed
systems m:anqr;;Jumcand identify agribusiness 
:rnt 

olpjportunitius. 
 Houwever,sources rjwure inadequate to follow tlhroughlu uuccunwrtlc
ned programs. ly wiLl, plan -CLUSA nubMijtUd 0 lPrOlOS01 to [JSAllD inIOUU for funding. Oct ,hur

Ih: July, 1901 Tr:nsfur /iutiorizatioiCLUSA n;"in oe5,705 tuns of whNL .oI d tn Owl. O; In r 
, whiclh t. uIA 

rUv1!Wui' oF $1,313, Uju .12. 
a nuL
 

The funL w;r: 
dl posJlu1 h.21account i :;I)n:a:ji;jJto be 
used in suppurt uf ti 
 PISPET/
Interest KIltunI :rujnct.from undisbu.sed deposits [ud.,accuruJatDecumber 01 j Loc$160,91531, 1903, Providing a 

by
tot"l of $1,402,813 availoble for 

the project.
 

The stated objectives of the project are "to strengthen,reorganize 
 and ruvitalize 
village cooper.tivuo by use oferative federation in Kabupaten Klatec. 
a coop-

Thu aim of the projoctIs to Improve thu rural food systems :nd In:umus by uncouralngfarm leaders to dovelop existing cooperative.. into growtlh oriun. 



tod agrl tjtjinesses 
fFrom tih "butLtom Il" I>y 
 11t1prmanagement II) :uJ:ij:jand the reby incr,au 
Li ve r inU a .ic- l,1 Ill*,, I'uc:t on,sifylng crops ivi,cwl tlvnlteej, hiulldinrj c u)h'.1...,production vi c:I i ;:I: J (Ij 11cred Lt, IJrucu:;:;tilj iJ 

and :jvki:t i Ug rijrl j ud,:cj ; ;jidjoitiiting activiLiu s in iwum -Jgrlcul [ir.,ri; ;,' *.
 

CLUSA, 
in addition 
to 
the financlil 

provides from 

and commodity tUwiOjuit it
the PL 480 
Ti tle II wheu L salns,
and jc t,; ar- com,;il t;Jijtadvisor to the project. CLUSA Pu'I-onnul cou;tzthe project, for sUilpjirt ofincluding 
 the CLUSA roi.pr:!,unLativf) 
 anld ;a ],1ry3dvisor, are 
provi(ded 
under 
an OPG,
 

The purpo-eo 0 F till- o valimujlj 0of j:~; LujPUSPETA Kliaten, 1:z:'
h;uthu duL ruc to whih:h 
 Lhu project
-been )UL'IJO!... h V
achieved 
and tihe inpact 
of PUSPIETA and 
it- activiti. 
 on
 
farmer bne 
feciaries.
 

The evaluatioll 
was carried out 
by 
a f'uur mumber
; J y tL;mI 1'rom19LI to F,,hrLI:-r y 15thI, I' 01. 
..Lh 

T i . t :ji, ti(IIl d is:,:,I ufficiu : j II; in JakrLa h fore .iting to thO fiul;d,Irojuct opurUtl,in;. Till 
to -;tu(iy

l'ol luwinj LIl'I) Wu;ek we
wuru
Kiaten area r p nL in thu
interviewing PUSPETA staff, 
 examining P0i5PETA'
ious business varacLivl lies and holding ill:;cuosion;,vmUers, with KIMhmanagers )to rdand coopuraLivo :ulm io-- as wrurnmont ll I:; jocr J gnand cool)urntl 
e olCi 

Ugcj aj5 0l110du.i rt i tilu "
 

rep)o r t 

,
 



LInyor Filidi 1 s~ 

Tho, f'rnjocl. IOncLIIICI is; unlroolisi Ic in AnIf (xpect";Lior1 1 Lint 

-lt, vnt y tollth 1 nunk it je i jlsl coI cohpu thipvkid ofithn tOn [Illq( 
,/ 1 r IiftooI ~ L:C 1'; , 1l-oI ! rt.r~.nt rj~n o aIIl-nrL'rr;;11 i ( 11 11 

it4ujvc L 11 001 V y iwprLn :~I ~ '~i buc Ai~ oadtjltj Oi rhan':I ii h icy.nalit ho c~ r m IviMud q"n,uU Iuylil:'io Kam~s~~ronnr~~iw n:
 

in I MLiouyooa c I to i ar moan i 


1 I~ItI~.. ]fl]L l~ 1 1.0ii a 11(1 fl r ! I a I~iI~a~IrinI .( I I I. jIz i K ' IM ! ( il' 

a oJn ; ill (lteri I vqalltfae cu l atl ir oon cnhL' 
."nn" 
 nl
 

fncu larql o daisryl Cinj oranzn t fatmilk naktn baoomog int-

Ihcr (fl.OI tiU~i vOitow. /t f IS~T 

a P ryo condusty bnsmd o nvurn fonr iocno redy nu iry Cmnn and 



rn(nt in an area where rmprs had 1Ittlo orence no prevlounin dairying experiwas underestimated. 
hhereas yieldsper cow per nf 20 litersday were expected, the 
 inti.al 
prcductlon1i ttIe better eracgedjth:in a13liters. Thi1: initi ForrmuNJtrJtrs, I'(II* tilI, Or r concqrq.d Ii ry I-a IotoI 1l5 fIr! ! i). (1 n I'xpoll:;ik/ l. Illpo .f.( I 

I he in it .01 P~xporio:nc:in w,,llh -slatlq mjlki1" , ,,lh l I P )rlod"A
nq ; qIl c 
.111.1 1i L y I co ll) ov'iiilmn rg coo•b l:;oin'1 Iy Lhl"gl wxpoi Lo .riI llia:l1 ()I' LhI. Ih 1 aLilmu ard it "tgvulrro r t n Q
1982 ' Lhr/ mlallfltJ UIII(and 1903. t S La r rA research il program 
to Identify 
anu. solve
-Y r:)nn q r in ont tieProblews and L.o nloler thLe costsiwitj~iaLg:. u:d n . .h;: i': L' 

i InV l '.ter part(tnL~rrnL}.innlj] or 1 qfl3,wan: ; lroJmtmndlu Llhr""Uhq Hrniil .rIE . IMA f rri. FIIn lInc lI ;I
i lj l  :i N O/I' lAy mIaauullI i• On I AM,. ll" l raing hilnIl'lr~,lIIh o:s pvlqrJjcLiviLius: i ;lii. A ur heqUil~ny ; 1 u arclAr nhluw iprnmin:ing r 

';,I r:.. P S I T maIllrl a of(,motin . ! i fL(.V;,it u i naj~~lh tlL a new, tr, lih;l.lnLial Iy I rori ltil; 
-Iir( iro 

r'n(i13cu: . thoI ! co;t r Il 'y 
L '; 

P ro)rn reed.i Tti,'..n I: xl'Cteld to Ihavo an i' plrtant
:;(iluc-ti'i Impart 0np'r Inr'lLt ing Cnw and slortly Incronse luo r rcrntof 
K cous in lactatjnn. 

III III, I, Ill 'r. I -L n I. I 1 vv Ly Iha . bpu nmu n ma j~n r nu L.ivu .IyL 

I1u u i nq 2J,% mor:r 
Iperl r or uilkI1', 'I nr PHIPI[ inA I)L,,II 

than they w .rI: n the milk lllaruLi .. j (purn inn la.L May. 

TIi Fied mill unit has been usel to Producb concentrate
ro' cattLeu ad (oxtrllJd feedj iran1 for tile IoI l try indAstry.' onI l" it C II1Co Direvlrp.entrte IL feeI rormuln tlha reduces!ny 3{, I:;is (J3iAl{J I)rinto 
the costs per kgproduclci t llimonth1 nndrOji['U:t: the management,i lnirq c 1it:r-l'~~, in its :;alvs this yo;,r. 



!I)11r1)t' r I(J :,t.tPjl ii,,i~i~~ an r I 'n:iIl< iijll iI.;rl viLyvJ Inn tL? ro and in NovumbL'r mandu arrangj-' i . ltlh a Iholonnfl r It j a.kart.1 Lo del iver 12 Lo)Is or eggs a iu, . E a !eIlckud tiptil, KIlM):; ,!1,('ry at 
I :" lay aniad liJc for on tho l I:n o r Ilhr ihc Iv

.. iiin r. L1 tL p. *ri-, nii JJaik l 

In 1gHJ PiIISPC'TrA intro(luced a c:r,:,lIl prnocrnm rnr Farmirh who
 
grow cloves. 
 In tle past, becaui; or :a lack or :rrljL,famers monstmarketed 
thiir cloves individually Co private triders,selling the crop before maturity at 
wuli below market prices,Thc PUSPETA program provided pro-hrnst,crerli L so participaing
:a : cm i h l I lliw crops u il lh;rvus:t Lmo. T o r;,Cmnrrs:W ive00 ;ahb , .t 1UpJ.IHH H )h'r kj morN Vor LhUli crop undil 
 r therj1r ., h jliJe 11 : lrIuJram hail; iJvi lllJ y hnr,nrl ve y .lcr.e,.,hi1.;nc' of tilu very sma I ci ovo producu!r.; did iot I Jrt L cilpa oL:. 

Another activity ii tinted by PISPE TA wa. a prorram 
 ror
6::'ucton oF certirind rice seed. 
 Farmers' groni'p wio.re organ:,0d in nolcctod virla; Lo produco corLirioo nnod 
 a'cnrdiinq toi, t rtct ioIs a id unidt!r s"p:lrvisjon or PIHSI'T t tarfV and OP511 (the::,,pd cartIfIcntion nod cnntrol organlzntion). rh. I)roramn proj 1'1l1 ' Fmlrit hlc I nlh1Ci-g:n .evi!LotO i)l,a ticiAp toLlr 

1 
ro mur; andi'l'LIL'mod G / , 5 5 i h 1" iILit qiml1i Ly r i o, si!viJ .o li Ili fri )I tI,

,i I',pL' P orVincl l lefric~it 1"1 avalln blu: iipl roved ueds. 

PUSPETA has ali.o round opportuLIIiius to provide 
 bvisiness.;ervic{us to lOw incnmmll lao, rersand s aIll Ior ltndliSs farmers. , hri v..;I cl tlvity in.. llbnJroium or" jll'(i diqjiig 1 wnirlji"A W caiJtal to,lrol. lF rjmoli los m;akli nglgLI los. Th,: : are very snma I scale,.,m)hor i rti,n:ijvo i)Ipor;mLt uhiL rioqul iiiii. LorI'king capi tal rar maLer
ials and ruo , 



Recenitly -. PJSPETA arrangod withl a mnnur.clurr aid exporter
to produce embroidiured garments. 
 IJi,1r,r I.Is.,; arrai1nqcmtunt 
iJ ynt,
,jomon butueen 
the ages of 14 
 - 22 .rrr :;I ncl c,d and L.air.d Fsurcw roidcriicn. 
 Th cy arr 
 paid Oni l ,':? -,,,,rk' I:: j::, ,iL, i , , .
aipnt iii 0an htuw. much 
tlhe.y j)rOc v.c-r l ,;Is jirl I:.in 'rnu j lid wsp uinql mclsjne on :n 
f 

cri~ilj t 1):).;i,;
buais wh Ich:o bty, Iy um",,] I pa;yunrP,..deducted from hcr 
varnirs.cJf 
 . Thijs n(:.i vity ha:; Ilnn we'y lpnpilar

M nmu r nr'WzAzqF iInd 

l p oyedl in Lhis bsi nessi.,,
is now. 9Jt.
 

Th r Unsi1nr'; arct1lultlcs albrvr AM uixtrninn~jj anid L rn i"fl 

. l'vi c u p r of rm,,. lby IiII I Rl t:, r r ll Usthe Rll). irn a di Lion I rLuior t inq tLht'm Jn cnniu rLs: jnL tic pL qsltc' ucc'sm"i piror')h:s<9 5 are expected to s; l;st r Ido such as procuremrunt of rico, agjro-input 
butun, LKjtr
lhu TlHI ( uo arc no: ist:nuiif cation prnqron), 

Team obsurved
The the functioning of 
a neighboring Kabupa
:'n, where 
 the rerculor 
national 
 y:;L. 
 o ratns, 
 ,i th a PPi1F a a L Lhe Ka:,ltpts I.lau I ,vP: w r IJ +IA i:; Ii
an 
i i or theI rcsv inc i a, .. c:ctuul, 
 y cis,,'npr:LiLI woI'1)o : (i'Iw (lu ) ' lsi'o iscaijlJ i i;y Lit 

.t.1it , LII otq;I Oh'lVJieccn y CnMl)rtsnt, 
 I ii Li;,l.,: now hlni,,,r-n 
 ;c

cJ.
wnsc j.s
v i l 'lI( ofrfMi''r:;ln+rsJ no wnrl<inr 
 r. Lal, had
n, .Itono
ny and werte Lnabt 
 to
Inlreonl oPrfeivr-.I y to ruquests
i'rm slJt.. for 
linip in duvelupinr1j oeconomij 
 c opportun! tfes.
 

PUSPETA 
 is a pilot project 
to tot a concept 
 sImilar 
 in:oroc.e 
 to thle PlK system ,doled by Iu'itiss , In 190011 to act an
ntermr'ji.ariesUbetweern 
the l(tJDs 
and the provincial Ileve. 
 srcond!fy :.C it Li 
'_; (1PU51(ll)). hlCl/,ii~'-1T/1 1(1:s)I. i; in fa(:[. nI 1111K,YR wt1 I: lblit aa di Ffferoncu . It i i , tur.,icolly PIIO'-P 
 PETA l<aten,
ih a n mndato to survu an j Ia)orn tory, to, n5 Lh C hicf'C.'s.rch orand Development In the Mini stry of Cooperatv 
s s ayn
 



"be a stop ahead of the PPIKw in findiuuj Wlh.wr iiay; to prouvide 

services to the KUDs." 

The Team concludes that PU5P TI\ l10 OIW,.i"iu L:.r~itd1K the 

va1idity of thu COlCuIt Of lni IUtHUOiUIi()1; AMUoic dia y cIJlJ .L ivu at 

the Kabupaten lev l, the import;"'u r ,r jji inUr Ju pspL with 

common interests iplro(Jud Livu bri:iiir::;:; iLvi. .uidl infor b Au s:, lhu 

, I iil Lthu 

markuLiny and crLdiL u;lppurl ru ui':d For LIin:: IJi,,. :, vur-

Lure. to succeed. Thu projuct iS ua uwU, Ua ;l J vHdtUa ,I: iUboii,

tory for Lie practical u (1 i / aitl ]lurUIM 

portUncO u good mu ran :in:iit and wurli Lapl l n.; uv!iOu: 

tu,; Ling r r l Li unl Mu'uI| 


concupts as well as 1impr0oved augriculLur,1 pInducLinn, pLnLu'inl:..o
 

jnd markuting Luchnolujy.
 

Thu Tuam dues not bblieve th t IUSPIETI l iuten is yut wull 

enough ustablishud Lu survu as a moduul to bu ruplicatud. In any' 

case, U~ ' I ujul uould need modi rJCOt!Uon lnd ;JpJj)LuL iii Ln thu 

i-ticular condition in ullclh it iA alppl J d. Uust iL ;holj1 hijve. 

CLUSA and GUI support until it cun ruriiL' it Mounu i,,m:ur ':truCu 

Lure and have a more sucure financial pusiLion. In Lhu moo:n time 

it should continue to uxplore anid Is::L UbLtuv wjy:; Lu -. 'rvu thc 

S:UDs and tIIL'lU L '15 anud uSLalb i i : a .y:sL~u m I' rjiOCUMUiiu Linl how thus(-

ervices urt'urja ;nd ouiurjLvuMLL. Ll cu vUQuizu :L U5ii 


Lures and -uthIads co relJlW(:H
UlL ILL'. 

The project I,:v niut uL'o au. u;n:co:m,lI au j)Pl lJuNLn(in) OLuAni

:ing Lc KHIP to pruviI, br:d, dnmorraLcjt: paurtk:inaain r fur a
 
"bottom up" .uvucl p,:nt. Thu lUju Il Jnd cultural CoInrIuil.; ay
 

... : A. on how much can be duON O d Iw qlwl:. W limt tiiL Team
 

Uueli ves PUSPTA can do mnru tlrorm i ILi i d1 m j wihiLi LHUL lu;u il tu-' 

tions. In parLiLular, Lho 10u"m I 'lou L uI' iu ins"ufricjlun t 

communication from Lhu .KU[}s to lWoo~l imIaI juuIuemmt inlurud or thLe 
econumic uppurtu thu wimv;riJ .. Qul ijc:i tius, PrU :w. s :w"num groups 

and timeir priority ucuds o thIa t I1uISIL'r/m cum Il a ap8JJ O loIate 

program5 ho mcuL tLu priuriLy nuu n:,. 
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APPENDIX 5
 

There are no activities currently planned for inclusion into the
Cooperative Agrobusiness Enterprise Development Project that will
involve any significant alteration of 
the natural environment.
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REPUBLIK INDONESIA 
DEPARTEMEN KOPERASI 

JI. M.1.Ridwan RaisNo.5 " ip.341962 TELEX 45768 KOP. IA. Kota-k Pos 177 
JAKARTA PUSAT 

Jakarta- 30 flopembur 1984 

mor :5b7/DK/X 1/1984
 
MplIrar: I (satu) Project Document
 
riha] Tambahan usulan proyek yang 
 Kepada Yth.
akan dibiayai dari dana PL-
 Sdr. Deputi Bidang Ekonomi
480 Tahun 1985. 


BAPPENAS
 

UP
 
Kepala Bim K E L N 

Menyusul 
surat kmi terdahulu nomor 5S8/DK/XI/1984, tanggal 24
Nopember 1984 perihal usulan proyek yang akan dibiayai dari 
 dana-
PL 480 Tahun 1985, dengan ini kami sampaikan satu usulan 
 proyek

sebagai tambahan yaitu :
 

Cooperative Agrobusiness Enterprise Development Project.
 
Demikian kami sampaikan dan atas bantuan dan kerjasamanya 
 di
 

ucapkan terima kasih.
 

-T 
 5 DERAL 

' C. 

nbuan Yh. 
AVED GADEBapak Menteri operasi 

(Sbg. Laporan)
 
Waka BULOG/Ketua Team 
 PL 480 
Dirjen Sinus
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