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H. EVALUATION ABSTRACT (do not axcoeed the space provided)

The purpose of the Cooperative Agrobusiness Enterprises Development Project (CAEDP) is to
help the Government of Indonesia to improve the capacity of its cooperative svstem to
provide production and marketing services to small farmers through their village cooper-
atives (KUDs). This mid-term evaluation was conducted by a three member team of con-
sultants based on data from project documents, extensive interviews and visits tc major
activity sites.

Overall, the team found that the project is well managed and making good progress toward
meeting its objectives. However, programmed funds for 'local currency funding for
infrastructure and operating capital have not been released from proceeds from PL 480
Title I sales. This necessitated a reduction in the project's scope and the consoli-
dation of acrivities at two sires into a single organization. 1In addition, because of
declining government revenues, the GOI encouraged the project to become involved in

L

export orieated/emplovment intensive ventures which have been effective and proritable.

Some of these venturss have been far bevond those originally eunvisioned for the project.
Some cf these aczivities have also pioneered mutually beneficial joint ventures with

the privare secror,

Sales at the Hlaren location have increased at an average rate of 29¢ per annum for the

past three vears, and are fareca

to increzse 657 between 1986 and 1987. 1In 1987, it
million after net losses in 1985 and 1986. The Luwu
ien for 15 months and its capital is more rescricred
from new acrivities in Luwu begzan to be realized only
has increased sales steacdilv. Both project locatioas
venue levels and corresponding margins detailed in their

showed a ne: pro
location has onliv he
than Klaten's
in the last quarzer of 1987, 1
chi h 2

. Alcthough dincome

£

are expectec to a
15-year fina

ncial or
& ain recommendations: 1) Title I funds should be disbursed

The establishment of the Malanz project site should be eliminated from
the project's s e 3) The transition from the current project management structure
Lo secondary cooperitive status should be undercazken carefully and gradually to ensure
that existing achisevements are maintained,

The team cizas t
immediatelv. 2)
c

The princizal lessons learned are: 1) joint private sector/cooperative working relation-
ships can be mutuallw beneficial, 2) diversification from government sponscred activitied
is necessary for the proeject's long-term viability, and 3) substantial research is
essential before large-scale implementation of new economic activities at the farmer
level.
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A.1.D. EVALUATION SUMMARY pizsi—- -

J. SUMMARY OF ZYALUATION FINDINGS, CONCLUSIONS AND RECCMMENDATIONS {Try not to excoed the 3 Pages provided)
Address the {ollowing Kems:

* Purposa of activity(ies) evalusiaz * Principal racommendations
" Purposa of evaluatien ang Methzoziagy used ¢ Lassans leamed .
* Findings and canclusions (reiate i Suestions)

Missicn or C¥ice: USAID/Indonesia Bare this sumraary pregaras: 30_November 1987

Tmeanduaecfpulgmhmﬁm1ﬁm:m Mid-Term Evaluation: Cooperative Agrobusiness Enter-
Prisc Development Project, National Cooperative Association, Department of Cooperatives -
Gover:-=nt of Indonesia, United States Agency for International Development, Ocrober-
Novem! - 1987.

Purpose of Activities Evaluarted

The Cooperative Agrobusiness Enterorises Development Project (CAEDP) was formed in 1985 as
an extension of the 3uccessiul PUSPETA Klaten Project. Itg purpose is to "develop the
capacity within the Cooperative svstem to plan, organize, and implement programs which
will provide ccmprehensive procduction and marketing Sz:vices for food crops, livestock and
fishery Production to small farmers." The Project was to accomplish thisg by replicating
the PUSPETA Klaten svstem ip seven district-level Cooperative Service Centers which would
Provide effective agrobusiness services to small holders through their Primary coopera-
tives. The Project was implementes by developing training and business activities inp

two areas (Klaten, Central Java ang Luwu, South Sulawesi) through a three-level coopera-
tive structure: member groups (kelompoks) of 15-30 individuals organized around a common
economic activiey, pPrimary cocperatives (KUDs) at the village level, and the Cooperative
Service Center (PPR-PUSPETA) to act as a Pre-secondary organization assisting the KUD.

Purpose of Evaluation and Methodolozv Useg

This evaluation was undertaken tgo assess the organization and management of the Project,
the progress made toward establishing a delivery System, and the problems eéncountered ip
design and implementatiog, Between October 5 and November 10, 1987, the three-person
evaluation tear met with Governmenr of Indonesia (GOI) and USAID officials, observed
business operations in which the PUSPETA Klaten is involved, visited several KUDs in the
district, visited pProject activities ip Luwu, reviewed published reports, and obtained
information on Costs, returns and volumes of business for major activities.

Findings and Conclusionsg

Overall, the pProject is well managed and making good Progress toward meeting its objectives|
Technical assistance pPositions have been filled with well-qualified personnel on a timely
basis. The Project has made good use of thesge specialists to solve activitieg' technical
and marxeting problems before pPromoting expanded participation by farmers,

Finarcing. The GoT comnitted $6 million in funds generated from Title I sales to implement
the Project, but has only approved $2.3 million. The inabtility, until now, to obtain
funding from the GOI and an initial 30% shortfall from the AID Title 1II grant have delaved
investments 1p Project infrastructure and reduced the amount of working capital available
in both Project locations. The project hag thus decided to combine the neighboring
districts of Boyolali and Klaten into one secondary cooperative PUSPETA and 1is considering
the withdrawal of Malang as a PToject location.

Revenye Production. Because of declinineg o0il and commodit revenues, the GOI has
g y

Isncouraced the project to become involved in_export oriented/emolovmngt_iqr?nsige_vpﬂtﬂras_J
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with private firms.

CAEDP has ¢

deve‘ooment activiszies far DE"OH

activitries have prcvicded a substantial return an lnvesLﬂent
preject objectives.

joint venture thac
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For example,
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particularly in 16
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for a dairw production enterprise that «ill inoort
in the ne¥t two vears and is now engaged in a corn silage coerztion td
orise The project is also develorinz an arrangement with Pieonesr 3eed
ccnesian privata firms to procuce hvbrid seed corn, planning intacrared
sinz and bhabv corn for canning operztions, and assisting a fighermen's
cocrerative to produce and export vanilla.
gnagement The Klaten unit has a well designed and computerized
27¢ has shown marked improvement in volume of business and net ezrnings,
€7, when 1t showed a net profir of over Rp. 100 millicn after net losses
InoLuwu, 1ncome from new activic<iae began to be rezlized onlv iz the
Growsh proiections for Lu inditate that its dependenca on
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hus undertaken cooperzt
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Financial Anzlvsic
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Klaten's sales have increased at an average rate of 29% per annum
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in other areas of
a pre-secondary
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siness

uz? inicia empnas_s
un to diversis Tc varving deprees, the PUS?
#raticns undertaren, although where activities are not
undercaken on an "in house" basis. In both PUSPETAs, tte
the farmers, and in a few cases (e.g., beef and poultrv)
joint ventures, a majority of inputs
furniture venture is the K(D's

1 quarters.

'

ne CAEDP has emphasized establishing
business operaticns. This has
s and the GOI, where perceptions
shculd not seek profits in trans-

e forecast to increase 65% between 1986 and 1987. The
this PUSPETA appear attainable once sufficient capital
little difficulty in meeting its targets. Luwu has

its capital is much more restricted than Klaten's.
steadv increases in sales, which should be maintained
Thus, it should be able to achieve the
margzins detailed in its 15-vear financial prciectiens.
ation has been replicated by other donors together with
Inconesia. This replication usuallv
anization at a district leve
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el
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activities prior to their inception on a larger
will be the zovernment's judgment on the validity
organizations the district level and levels be

- -
al

Recommendations

1) Ticle provide 70% of the projec:t's in
Further
withour the
immediacel-.
amount of Title
the projecr
The transicion
be undercaken

maintained.

v disbursement of Title I funds.
Due tO uniorseen circumstances,
I funds, the delaved commitment o
the team recommends dropping
the rent project structure
SO 3as ro en

L
pe)
cur
anc graduallv

operations outside normal cooperative activiries.

scale.

nd achievement of project objecrives will not,

oulc be taken to ensure =har:

Last, and perhaps most important,
of locatlng secondarv cooperative
low that.

including technical assistance.
however, be possible

This disbursement should be made
including the late and greatlv reduced
f Title II funds, and a broadening of
Malang as a project locarion. 3)

to secondarv cecperative status should
sure that existing achievements are
the future PUSPEIS boards of

puts,

broad base of cocperative member clientele, that furure boards
functicn of providing poli cv decisien makinz authority to

projecst gt nee asgsume dav-to-dav operatlonal funcricns, and thart provisions
be made ral v Ioileow the pl i albeit substanciallvw limlted)
inveolvement of the proiacs manz ing commirtee in the decision making
process of the PUSPETAs once th cocperative orzanizacions. This
Process needs o zer underwav e
Lessons Learne-
1) The PUSPETAs' activities in furniture anc crop production have demcnstrated that
mutual benefits can resul: to the PUSPETAs, GOI and private sector from joint ventures.
2) Diversificasion frem gevernment sponscrac activities is necessary for leng-term
project viabilice 3) Substantial research is necessary before new economic activities
geared to the farmer level can be implemented on a large scale. 4) Strict control over
granting credit €5 beth KUDs and non-KUDs is essentizl to long-tern financial solvency.
5) Replication of the project model to other areas on a uniform basis will fail
The main element of the profect that 1s replicable broadlv is the establishment of
seconda cocpera:ive orzanizations at the district level rather than the provincial
level and providing them with managerial and financial autonomv to implement business




ATTACHMENTS

MISSION COMMENTS ON FULL NEPONT

K. ATTACHMENTS (Ua: artschments submittsd with s Svaluzton Summary; ahvavs atach copy of lull
evalustion report, =ven If one was zubmitied oariier)

Mid-Term Evaluation: Cooperative Agrobusiness Enterprise Development Project, Natiomal
Cooperative Business Association, Departmenf or Cooperatives-Government of Indonesia,
United States Agency for International Development, by Dr. Russel Olsom, Prof. Soed jito
Sosrodihardjo, aud Mirza Siregar, October-November 1987.

L COMMENTS BY MISSION, AID/W GFFICT AND 3CRROWZR/GRANTES

During its review of the draft evaluation report on November 5, the progress of the
CAEDP project as measured agaiast its goal/purpose(s) was a subject of much discussion.
The Mission was not in consensus as to whether the evaluation report adequately focused
on this issue. According to some, the TA implies that CAEDP should be devising models
of employment-generating cooperative development which could be replicated in other
parts of Indonesia. Holders of this view point out that the evaluation report did not
assess CAEDP's progress in achieving this objective.

According to the goal/purpose statement of TA-5613 the objectives of the project are
..." to strengthen and revitalize existing village agricultural cooreratives by use of
cooperative federations in Kabupatens Klaten and Boyolali in Central Java, Kabupaten
Malang in East Java, and in Kabupaten Luwu in South Sulawesi. The project will focus
upon the provision of business services in the areas of input supply, credit, processing

and marketing to supror: small holder production.”

Others in the Mission interpret this provision of the TA to mean that NCBA and its
counterparts in PUSPETA are correct im attempting to offer within the CAEDP model being
implemented in Boyolali, Klaten and Luwu, opportunities to test experimeuntal policies
and noncepts devised in conjunction with the Dept. of Cooperative Development.
According to NCBA, if these experimental policies are found viable, they could be
replicated in other parts of the country. However, NCBA/PUSPETA management and the
evaluation team contend that the significant economic, cultural, and demographic .
diversities of Indonesia argue against attempts to replicate models of cooperative
development in a widespread manner per se.

The evaluation report states (see page 112-13) that the project management's major
objective, namely, demonstrating through the CAEDP model the advantages of establishing
independently-managed secondary cooperatives below the provincial level, is being
achieved. In fact, on November 12, 1987, the Mission was informed that the Dept. of
Cooperative's Directorate~Generals of Research and Development and Cooperative
Organizations agreed to issue instructions permitting for the first time, sub-district
level cooperatives. Thus far, three such cooperatives have been formed in East Java.
The success of the CAEDP project's cooperatives, which were the first to be organized at
the sub-district level, was a factor in influencing this decision.

Secondly, President Soeharto's instruction to cooperatives to look for joint venture
opportunities with the private sector issued on December 4, 1987, was also influenced by
the success of CAEDP in pioneering such linkages since 1985.




