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EXECUTI-E-SUMMARY---.
 

In July, 1081 AID issued a Trnns.for Autlority for tL,: IL lfns­

fer of PL 480 Wheat to CLUSA for use in Indonosia. CLIJSA. had 

oeen working with Indonesian cooperatives -irico 1976 under an 

Operational Program Grant Agreement. One of its activition had 

been to work with the Directorate General of C oprr tiv r; in 

Kabupaten Klaten in Central Java to study and plan conditionn and. 

supporting 'assistance necessary for making this a successful
 

example of local cooperative development. From this umcrqod the
 

mnn­concept of the PUSPET (acronym for PIJSAT PELAYANA PEfAW 


ing Farmers' Service Center).
 

PUSPETA Klaten was established on January 1, 1980 as a pro­

secondary cooperative society operating as a spociul govurnment
 

project. CLUSA personnel began working with Indonesian counter­

parts to organize farmers' groups, develop improved mnngajcment
 

systems and identify agribusiness opportunities. However, ra­

sources were inadequate to follow through successfully with plan­

nod programs. CLUSA submitted a proposal to USAID in October
 

1980 for funding. The July, 1981 Transfer Authorization grnnted
 

CLUSA 5,785 tons of wheat, which CLUSA sold to BULOG for a not
 

revenue of S1,313,898,12. The funds were deposited in a special
 

account to be used in support of the PUSPETA Klaten Project.
 

Interest from undisbursed deposits had accumulated to 5158,915 by
 

December 31, 1983, providing a total of $1,482,813 available for
 

the project.
 

The stated objectives of the project are "to strengthen,
 

reorganize and revitalize village cooperatives by use of a coop­

erative federation in Kabupaten Klaten. The aim of the project
 

to improve the rural food systems and incomes by encouraging
 

farm leaders to develop existing cooperatives into growth orien­



ted agribusinesses from the "bottom up" by improving coopnirative 

management and thereby increasing agricultural production, diver­

sifying crops cultivated, building cooporativu capital, lirirmidirg 

production credit, proceusing and mark tinqr rurajl prrohic:L.; Ird 

iitiating activities in now agricultJrol 1JuMinrt:; ariujo." 

CLUSA, in addition to the financial and com;;modity supporvt it 

orovides r.om the PL 480 Title II wheat sales, acts as consultant 

and advisor to the project. CLUSA personnel costs for support nf 

the project, including the CLUSA representative arid a dairy
 

advisor, are provided under an OPG.
 

The purpose of this evaluation ts to assess the devolopm,,nt
 

of PUSPETA Klaten, the degree to which the project purposot, havo
 

-been achieved and the impact of PUSPETA and its 3ctivitic- on
 

farmer benefeciaries.
 

The evaluation was carried out by a four inombur tem from 

3nnuary 19th to February 15th, 1984. The team Meld di:czjsions 

Aiit GOI officials in Jakarta before going to tho field to study 

oroject operations. Thu following three wooks werc spont in the 

,13ten area interviewing PUSPETA staff, examining PUSPET1',; var­

ious business activities and holding discussions with KUD board
 

members, managers and cooperative members as well as local go­

vernment and cooperative officials and drafting the ovaluation
 

:sport. 



The Project Document is unrealistic in its expuctatintin that 

rrne very ambitious objectives could be achieved uithin tho throe 

year life of the project. This is an "institution building" 

project involving important social nnd orgnnizational n~hrinqns 

which can not be accomplished quickly. But tle Team conc'ludes 

that the project has made substantial progress, pnrticularly in
 

:te last year toward meeting these objectives.
 

ii 1; -:,i;,. The Project Oocti1ont IrIadoJ nvt'r Iy oJ I i1 :,1: i ,,. 

concerning the success already achiovd In reoroanizing 1KtiI)s in 

ijlaten Kabupaton. Legal, cultural and social factors ;ire con­

straints that make it difficult to create the kind of "bottom up" 

democratic local organization envisioned. Novurtheluzs, PUSPETA 

has been successful in organizing farmers and latbore:: into 

groups for a variety of business cctivities and through these 

activities achieved participation of a large number of members in 

cooperative activites. 

The Project Document identified the livestock food industry
 

as one of the most promising of the agribusiness activities
 

vities around which PUSPETA should begin its services and funds
 

were committed early to in,,estments in a feed mill complex and
 

silos and equipment for silage making. At the same time over one
 

thousand imported dairy cattle worn distributed through the KUDs
 

to farmers in Klaten Kabupaten, dictating that the feed program
 

focus largely on dairy cows and that milk marketing become ano­

ther major business activity of PUSPETA.
 

Unfortunately, the practical difficulties of establishing a
 

oniry industry based on modern feed technology and dairy manLgo­



/
 
ment in an area where farmers had little or no previous experi­

ence in dairying was underestimated. Whereas yields of 20 liters
 

per cow per day were expected, the initial production averaged a
 

little better than 6 liters.CD The initial formulae for concen­

dairy rations depended on expensive imported
trates for the 


feeds from local sources.
materials and were not competitive with 


silage making, while producing a good
 The initial experience with 


than expected. This venture
quality feed, proved more costly 


the management staff in
absorbed much of the time and effort of 


1982 and 1983. A research program to identify and solve the
 

dairy management problems and to lower the costs of feed was
 

the 1983, from Heifer
initiated. In latter part of a grant 


financing a
Projects International was made through CLUSA for 


feed research
comprehensive dairy management training program and 


program. These activities are beginning to show promising re­

sults. PUSPETA management is introducing a new feed formula this
 

month that suOstantially reduces the cost of dairy feed. The
 

is an important impact on
training program expected to have 


production per lactating cow and shortly increase the percentage
 

of cows in lactation.
 

The milk marketing activity has become a major activity,
 

of PUSPETA's total volume of :usiness. Farmers
representing 10' 

are now receiving 20' more per liter of milk than they were 

before PUSPETA negan the milk marketing ooeration last 'lay. G 

unit has been used to oroduce concentrate feed
The feed mil! 


for cattle and extrud-d uran far tne coultry indJustry. Develop­

ment of a concentrate feed formule tnat reduces the costs per kg
 

into production this month and the management
by 30 is going 


projects 3 large increase in its sales this year.
 

http:liters.CD


PUSPETA Kiaten began an egg marketing activity last Sopturn­

ber .. and- in Novembe r- made,- a rrangemen t --wi th -a, iholsaI r .......in...Ja-. 

karta to deliver 12 tons of eggs a wooek. Eqgs are pickri ip nt 

tit idtittln­the KUOs every other day and paid for on the banis nf' 

sale market price in Jakarta.
 

In 1983 PUSPETA introduced a credit program for farmnrbr who 

grow cloves. In the past, because of a lack of credit, (,ost 

farmers marketed their cloves individually to private traders, 

selling the crop before maturity at well below market prices. 

The PUSPETA program provided pre-harvest credit so p" Aicipaing 

farmers could hold their crops until harvest tim. 'he firrimns 

received about nlp.1,000 per kg more for their crop undlur the 

program. While the program has generally boon vory ;uccossful 

some of the very small clove producers did not participate.
 

Another activity initiated by PUSPETA was a program fur
 

production of certified rice seed. Farmers' groups w:arte organ­

ized in selected areas to produce certified seed according to
 

instructions and under supervision of PUSPETA staff and 8PS (the
 

seed certification and control organization). Thti program pro­

vided a profitable incentive to the participating farmers and
 

to help fill the
produced 643,455 kg of high quality rice seed 


large provincial deficit in available improved seeds.
 

PUSPETA has also found opportunities to provide business
 

services to low income laborers and small or landlos farmers.
 

One such activity is a program of providing working capital to
 

groups of families making tiles. Those are very small scale,
 

labor intensive operations requiring working capital for mater­

ials and fuel.
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Recently PUSPETA arranged witlh a manufacturer and uxportor 

to produce embroidered garments. Under this :irrarigemront "'0 young 
women between the ages of 14 - 22 wore selected and tralnod For 
emoroidering. They are paid on place-work basin, withi income 
depending on how much they produce. Each girl in providc with a 
sewing machine on a credit basis which --he buyc by s:rmll j:,ymrflt. 

deducted from her earnings. This activity hat, b6nri very poptilar 
and the number of girls emoloyed in this businuss is now JIJ. 

The business activities along with extension and training 

described above are some of the incr,:mental nnd locally 11lannod 
services performed by POSPETA Klaten for the I(IJD.c in nrdit.lon to 
suoporting them in conducting the qnv,:rnmonL prriqrnh,: tin. 1.1 
KUOs are expected to do such as procurement of rice, aq:"j- i put 
distribution, the TRI (sugarcano intonsific3tion r)rorjrarar), 

etc ...... 

The Team observed the functioning of a nighboring .,'a ­

ten, where the regular national system operates, uLth iPK 

office at the Kabupaten level working as an arm of the pruvinciril 
level snecordary couporitIvo (1111SKUI). Thi, inali ly ri f 'lhin ;JIK 
st fe, thougjh obviously co-'ipatutit , Lo iii L;lton iiww hnti . i ntet;n :Jr,­

ti-it is was clear. The PPK officerz had no worino clpitl, had 
no autonomy and were unable to respond effectively to ruquostz 

f:om KUOs for help in developing economic opportunities. 

PUSPETA is a pilot project to test a concept similar in
 
Purzose to the PPK system adopted by Indonesia in 1900 to act as
 

intermediaries between the KUD$ and the provincial level 
 second­

ary socioties (PUS14UO). PUSPETA Klatan is in fact a PPK, but a 
PPl( with a difference. It is, technically PPK-PUSPETA Klaton, 
win a mandate to serve as a laboratory, to, as the Chieff of 

lesoarch and Dovelopment in tho Ministry of Cooporativac says 



"be a step ahead of tho PPKIs in finding bottor ways to provide 

. . -..services to the KJOs." . . . . ---. . . 

The Team concludes that PUSPETA Klaten has demonstrated the 

validity of the concept of an autonomouis secondary conperative at 

the Kabupaten level, the Importance of organizing qroIips with 

common interests for productive business actlvitl.i antd 'tu in­

portance of good management and working capital to proviio the 

marketing and credit support required for those businos ven­

tures to succeed. The project is an unusual and valuable labora­

tory for the practical testing of organizational and fianagement 

concepts as well as improved agricultural production, processing 

and marketing technology. 

The Team does not believe that PUSPET/l Klatonr I,- /ut o I11 

enough established to sarve as a model to be replicatod. In any 

case, any model would nead modification and adaptation to the 

particular condition in which it is applied. But it should nave 

LUSA and GOI support until It can refine its management struc­

ture and have a more secure financial position. In the moln ti.mo 

it should continue to explore 3nd test buttnr ways to -o:v. the 

-11s and membcrs and es tablislh a system foir jocuni:ntinrn, li,,.j th,co 

* ervicos are oroanizod and oporatod .o that the :1 'yin-/:u-cr.:f 

tu:vs and methods can Uo replicated. 

The project has not boon as succosuful a- planned in oryani­

zing the KUOs to provide broad, domocratic participation for a 

"bottom up" development. The legal ind cultural consrointz may
 

set limits on how much can be done and how quickly Out the Team
 

believes PUSPTA can do more than it is doing within theze lliilta­

tions. In particular, the Tani,, feals there is insufficiont 

communication from the KUOs to koup managoment Informed of the 

.conumic opportunitius, thu problurit; of variou-, iononic groups 

and their priority needs zo that PUSPETA can plan appropriate 

ororams to moot the priority noedu. 



I. INTRODUCTION'J 

1.1. Role of Cooptrativos in Indoneosin 

The cooperative movement omorgud in indonesia lting hi.),re 

the country achieved her independence in 1945. Durintj the colo­

nial rule Indonesian nationalists established cooperativos as a 

political umbrella to liberate Indonesians from economic domino­

tion by both their colonial rulers and by Chinese bjsin -.Smn . 

Consumer cooperatives as well as savings and loans coapor'tivos 

were established during this period. 

Following independence, after a largo moutin of all coop­

eratives in Tasikmalaya, Indonesia in 1947, the cooper:itive novo­

ment in Indonesia grew rapidly. The growth was stiml:LJtVd a11So 

by the fact that cooperatives had boon adopted constltijticnally 

as the pillar of the nation's economy. It was unfortunato, 

howeve:, that due to political events the cooperative -,n'vement 

-s left in a state of relative confusion and with a loh of 

integrity. In order to correct the .:ituation the ;OU doacidod to 

lcroen cooperatives from political interference .and ridoptud a 

ii-'icy of strong support for cooperative devulopeint. Et has 

articuloted a national policy whereby cooperatives will ho the
 

orincial; economic institution to support Its rural dovolopmort 

efforts. In 1967 a new cooperative law was enacted which pro­

viced a legal framework for the rnorqanizatinn of the cooperntiva
 

Tovement, Many defunct cooperatives warn dlssolved and now pro­

cooperatives (Sadan Usah. Unit Oosa) nnd legally chrrternd coop­

eratives (Koperasi Unit Oesa) were formed. In 1973 the 01
 

linked the Koporaoi Unit Dosa with tloir efforts to incronno rice 

oroduction, assist in its logistical distribution, and utilized 

t;i,3 zo distriout.o sods, fortill.orc, and pesticides. 



In early 1978 a major event occurred during a cabinet
 
- a
 .............reorganization- which has, been regarded as being of co- ;ider ble. . 

importance with respect to its impact on cooperative development 

in Indonesia. The Directorate General of Cooperative-. usi rb­

moved to the M.tni:,try of Trade and Cooporativo. and placerd tinder 

:he responsibility of a newly appolnrid Junior 1lit i'-ti.r foC 

Cooperatives. At the same time a now Director Genoral ,n'; aipoi­

nted. In March 1983, a separate I'inistry of Cooporativi,:z' wJ-s 

established which further emphasized the government's comrilttment 

to the development of cooperatives. 

The GOI has placed a large amount of efforts into the de­

velopment of cooperatives as a means of ensuring a higher level 

of economic well being of the rural peple in Indonesia. UIJLJG, 

th e government logistic agency responsible For the procurement 

and distribution of agricultural products and basic commodities, 

has decided to increase the amount of commodities purchased and 

distributed through Koperasi Unit Desa rather than through other 

sectors by offering slightly benlicial price differentials. The 

GO! also issued a decree in 1981 which stipulates that sugar cane 

Purcnased by sugar mills under intensification crodit programs 

must be effectud through cooprativao. To further strengthen the
 

,.*j sustantivo links havu locon forT,d etween cnopeor.,itiv,; irlcd 

:h, ,irtvnte sector. The ;tjtioitly aiitl !,.iipplnrt ij LhIo GII I Vi 1.11o 

,,,, i; evidonce ,at' t;,: ,iji :'. iiitont to utilize 161m,u ;oop­

.'ratives as a vehicle to raise the t.val of wnaith of the rural 

jeopla in Indonasia.
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1.1.1. 	 Problems of Implementation and GOI Efforts To Strunithen
 

KUDs
 

Although the cooperative movriment in Indonesia ha:; leen
 

officially proclaimed by the GOI a- the pillar of the cuintry's 

economy and thus has been receiving :-mpln political and fifiari-.l 

support from the qovernment, in pr:ictic cooperaLivei'; i, Ir 

sia remain for the most part less tlizin eff.activo a fC.o'noni c 

organizations as juell as organizations to improve the welFar- of 

their memoers, viz the farmers. 

Indonesian economists have identified the lack of capital 

and managerina sAill - the major causes or the failure of 

coopereotives in Indonesia to achieve their goalsI ouever, i we 

examine the proolems that cooperatives in Indnnsi: urn currently 

racIng, the reasons way cooperativc have failed to reach th..ir 

,2mec --e o goals go ,eycnd those tuo issues. 

There are several basic reasons why cooperatives remain
 

nerffective as engines 0f econcoic deve.opmeet in rural rndre­

sia. First of all, 1operasi Unit Des2 K' illa2q Cooperaciv, Unit) 

nave Leviated from t :e original-1 shilocophyhraIve a coo 

movement. T'fl ,oer si t 1 oU:Ln a tau e i, C>s-2, W it calrU sy C 

u -fl Ut .a s Q c1:s :,1e 	 c sa,2 unctIons -c -2 s 
m.,Sn o.. 	 I j; 1 Qc ...V C5 r eO~ r z ',2 	 C 3 e.F~ F[ . 

a govaernment orgsni:stion ta racii~tut, its efforts to 5r~nret:-.? 

t.e rural:'In c3mmU y ... Tis cn e s f,. r -n2 '2n cf 

activities that eacn UD has. Th I -TamfouInd in Ki t-1n that 

the e C- six JUf's aiiCh fl c-nfer3 Lo net rainmrnm ; or thet: 

r ge 	 ". :1 : at .. 1 rhO_ ' tirI anti/ ... 2'featth.roerJ 


zer distritution, cr2uJIt programs, etc. ^one of their prcrams 

came from their mo.ers or ere desion r, their nianaers.oy 
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Such is the dependence of the KUD on the government that not
 

only the mangers but also members of cooperative boards consider
 

themselves as government officials rather than as leaders of an
 

autonomous non-government organization. Every time when Board
 

members were asked how they view themselves vis-a-vis the regency
 

cooperative office they invariably replied that they considered
 

the head of the regent government coopera+ive as their boss.
 

This is understandable given the historical development oF coope­

ratives in Indonesia and the fact that the government's program
 

brings financial benefits to the KUO.
 

However, members of the team are concerned about the conse­

quences of such attitude an on the capacity of KUOs to serve the
 

interest of the farmers. Because managern and members of the
 

boards consider themselves as part of the local kantor kocerasi
 

(government cooperative office) in general they have developed a
 

bureaucratic work style which certainly will influence the man­

agement style of the cooperative. The coooerative office hours
 

are patterned in a similar way to that of government offices in
 

Indonesia viz, from 7:30 a.m. to 2:00 p.m. Like government
 

officials, managers and members of the KUD in general take a
 

formal attitude towarns their clients.
 

Another proolem that .he team identified during their visits
 

to various KUOs in Klaten is the amount of time spent by the
 

cooperative managers in attending meetings arranged by either theO
 

sub-district heads or the district neads. One manager of a KUD
 

in Klaten indicated that on nhe average he ;ienCs six 'o ten 

hours a week attending meetings of various government committees 

of which he is a memoor. Consequently he has less time to think 

seriously awout the cooperative which lie is supposed to manage. 

He therefore relies more on the board to do tOe real management 

of the coonerative. 

4
 



A further implementation problem that the team encountered
 

in the field is the almost total absence of services that KUOs
 

receive from the PUSKUD (Pusat Koperasi Unit Desa), or the Cen­

tral KUD at the provincial level. In theory the PUSKUD is respo­

nsible not only for coordination of all activities of KUDs in the
 

province but also for assisting in solving the problems of marke­

ting, provision of additional capital, etc. Many managers and
 

members of the KUDs in Klaten complained that it has always been
 

difficult to get assistance from PUSKUD due to the various bu­

reaucratic procedures which it has developed for its relations
 

with the KUDs. It is to solve this problem that the government
 

established Pusat Pelayanan Koperasi (PPK) or Cooperative Service
 

Centers. In theory this Pusat Pelayanan Koperasi should assist
 

the KUOs which are facing difficulties in processing, marketing,
 

etc. However, as indicated by the manager of the Pusat Pelayanan
 

Koperasi in Boyolali, he can not do much to perform the duties
 

assigned to him for the following reasons :
 

First of all, the PUSKUD of Central Java considers Pusat 

Pelayanan Koperasi (PPK) as its representative at the regency 

level and not as an autonomous body representing KUDs. The man­

ager indicated that he has no freedom to plan the PPK activi­

ties. At the moment all he can do is to implement programs 

designed by the PUSKUD at the provincial level and which are 

currently limited to 'ertilizer distribution. HE has no working 

capital exceoct two million Rupiah that he receives annually from 

PUSKUD for minor operational exoenses plus fifteen thousand 

Rupian for monthly maintenance costs. Consequently, he could not 

do much to solve :he individual Droblems of the local XUDs that 

need his assistance. For examcle, PPK in 3cyolali ante haO a 

plan to assist members of tne K<U in a poor Kecamatan to sell 

their cassava. The manager of the PPK submitted a request on 

behalf of thn K!D for working caoinal to -naole tne La7ter to ouy 

cassava produced 3y it members. :t has been two p. . ; now since 

the manager sent nis letter to tne PUC;KUD but in has never 

received the money. Every time he goes to the PUSKUD and asks 

5
 



about the status of his 	request, the answer from the PUSKUD
 

that PUSKUD has not received money from
remains the same, viz, 


INKUD (Induk Koperasi Unit Desa) in Jakarta. This incident has
 

put the PPK manager in Boyolali in an awkward positton vis-a-vis
 

the local KUD which expect PPK to assist them.
 

The decision of the GOI to establish cooperative service
 

centers at the Kabupaten (regency) level is a good decision
 

although currently it still has an experimental status. The
 

present organization, where PUSKUD is the only institution within
 

the province which gives services to all the KUDs in the pro­

vince, seems illogical. As the PUSKUD is located in the provin­

cial capital it will never be able to understand the specific
 

services required by each KUD in the province. However, in order
 

for the PPK to function beneficially the government should decide
 

the status of the PPK in terms of its relations with PUSKUD. In
 

this case three questions 	remain to be answered.
 

First, is PPK going to function as a branch of OUSKUD in the
 

Kabupaten or is it to be an autonomous body separated from PUS-


KUO? Second, if POK is to be an autonomous body, will the gover­

nment allow the PPK to generate Lts own funds by, for examole,
 

doing business? ThirOly, unat is its future 	relation with the
 

:s a oar-
Cooperative iffica at tin Kaoupaten level? it to ce 

tner of the Cooperative Department or is it subordinate to unem? 

These are tone oasic question3 that the 501 has 	to decide soon, 
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1.2. The PUSPETA Klaten Project
 

. emerged..out. of
 

several years of CLUSA experience working with cooperatives in
 

Indonesia. In 1975 CLUSA signed a five year agreement with the
 

GOI to bring the U.S. cooperative experience to Indonesia. The
 

following year USAID provided CLUSA with an Operational Program
 

Grant (OPG) the purpose of which was to "create a capacity within
 

the national, regional and district levels to do agribusiness
 

planning, (including pre-feasibility studies), to implement coop­

erative projects more effectively and to evaluate on going pro­

jects."
 

-.. The...design, of the PUSPETA Klaten Project...... 


In exploring with the GOI appropriate ways to implement the
 

program it was decided to use Kabupaten Klaten in Central Java as
 

a special local project in which CLUSA would work with the Direc­

torate General of Cooperatives to study and plan the eseential
 

conditions and supporting assistance necessary for this project
 

to become a successful example of local cooperative development.
 

CLUSA recommended the concept of PUSPETA (acronym for PUSAT
 

PELAYANAN PETANI, translating as Farmers' Service Center). It is
 

similar in purpose to the PPKs (PUSAT PELAYANAN KOPERASI, or 

Cooperative Service Cunters) which have been established by the 

Directorate General of Cooperatives throughout the country to 

provide technical, management and business services to the pri­

mary cooperative societies. However, whereas the PPKs will have
 

the legal status of government projects and will operate at the
 

Kabupaten level as branches of the provincial level secondary
 

cooperatives (PUSKUD), the PUSPETA would operate as an autono­

mous, independent pre-secondary cooperative integrated with the
 

primary cooperatives (KUD). The PUSPETA concept is that the
 

secondary cooperative is a catalyst for "bottom up" development
 

of the KUD, as an integrated, independent Kabupaten Cooperative
 

System as contrasted to the PPK concept of developing a "top
 

down" secondary system from the provincial level.
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PUSPETA Klaten was established on January 1, 1980 as a pre­

secondary cooperative entity operating as a special government
 

pi-lot-project. .Soon-after-the-establishment--of -PUSPETA-Klaten-in.
 

1980 CLUSA personnel began working in Klaten with Indonesian
 

counterparts to organize farmer groups, train membership, develop
 

improved administrative systems and to identify small business
 

opportunities. However, resources were inadequate to follow
 

through successfully with planned programs or to expand the
 

program to larger members. CLUSA prepared a proposal in the form
 

of a Project Document entitled " Integated Rural Food System
 

Development Through Village Cooperatives" dated October 1, 1980.
 

The Project Document was submitted to USAID for funding and in
 

July, 1981 CLUSA and USAID signed a Transfer Authorization under 

which P.L. 480 Title II commodities were contributed by the U.S. 

Government in support of the PUSPETA Project, a project co­

sponsored by CLUSA and the GOI Directorate General of Coopera­

tives, for a three year period, from July 1, 1981 to June 30,
 

1984.
 

The agreement authorized transfer of commodities contributed
 

under Public Law 480 Title II to CLUSA for sale to SULOG, with
 

the proceeds to finance the PUSPETA project.
 

The transfer authorization states that the financial requi­

rements set forth in the multi-year budgets of the Project Docu­

ment will be met by application of the proceeds from the sale of
 

these commodities in conjunction with the GDI and /or other
 

sources which have yet to be determined. The Transfer Authoriza­

tion also states that the GOI guarantees that sufficient funds
 

will be provided to the project for its completion as specified
 

in the Project Document if all other sources combined are found
 

to be insufficient for this purpose. The Project Document pro­

poses a total project budget of 36 million for the three year
 
Sroject.
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The 
 stated objectives of the PUSPETA Klaten project 
are "to

strengthen, reorganize and revitalize existing village 
 coopera­
tives by use of 
a cooperative 
federation in 
 Kabupaten laten,

Central Java. The 
 aim of the project is to improve the 
 rural
 
food systems and incomes oy 
encouraging farm 
leaders to develop

cooperatives 
into growth-oriented agribusinesses from 
the "bottom
 
up" by improving cooperative management and 
 thereby increasing

agricultural croducion, 
diver"ifying 
croos cultivated, building

cooperative capital, 
 providing production credit, processing and
marketing rural cucts,
u marketing primary 
commoaities 
to the
 
village resi-ents and ifitiating activities 
in the new agribusi­

ness areas. t " 

Tne agreement ocetwen CLUSA 
and tne Directorate General 
 of

Cooperatives 
 (DTh E'JKCP) on Operational Guidelines 
 for PU'SPETA 
Klaten (Appendix 7 of the Transfer Autnorization) 
states
 

"Uhereas, the :is is promot in 
 tne _-evel cm1
-- of 'ooera­
tive Service enterz (Pu3at Pelayanan 
 -~oerasiPP s) zo orovide 
oetter services to KUDs and their *.eneer, P'J3PET" Kiaten is
 
established as 
a special government orojct (P-'U) to 
test various
 
.aays to provide these imorovec
 

Team Liscussions 
 with Iinistry of Cooperative Officials 
ccnfirn that thc oroject is seen Sy the ]Ji as 
a laoorotory for

innovating and 
testing various 
 ays to provide ettar toservices 

the KUDs and their members. 
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1.3. Purpose and Scope of the Evaluation
 

ates --tt hat a speci a 1 evalua t ion .The Transfera. Authorit . 
implementationshould take place at the'and of the first year of 


the. roject is meeting the objectives stated in
 
to determine if 


the Project Document and Transfer Authorization. Implementation
 

began officially in July, ,1981, so the evaluation was due in late
 

1982. However,.in the opinion of CLUSA, the project had not 
been
 

active enough in the first year to warrant an evaluation so, with
 

A four member
was rescheduled.
USAID concurrence, the evaluation 


the evaluation
interdisciplinary team was engaged to conduct 


during the period January 20th to February 18th.
 

the devel-
The Evaluation Team is charged with assessment of 


opment of PUSPETA, the degree to which project purposes have been
 

and the impact of PUSPETA and its activities on farmer

achieved 


is expected that the evaluation will
beneficiaries. Moreover, it 


be taken by the project and provide
indicate future directions to 


or adjustments to
 guidance to CLUSA and PUSPETA staffs on changes 


improvs the operation of the project.
 

an "institution
The Evaluation Team views this project as 


project in which profound social and economic changes

building" 


institu­proposed in the structure and functioning of rural 
are 


The Team believes the Project Document is unrealistic in
tions. 


that the very ambitious objectives could be

its expectation 

achieved within the three-year life of the project. Accordingly, 1 

not objectives
the evaluation is less concerned with whether or 


will be by the end of the project, than

have been achieved, or 


with whether the various project activities are leading in the
 

right direction to achieve project objectives in the long run.
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2.1. CLUSA Inputs
 

proceeds
support for the project is derived from the

CLUSA 


480 Title II wheat granted under the Transfer

of the sale of PL 


and Operational Program Grants (OPG) from
 
Authority of July, 1981 


USAID.
 

2.1.1. PL 480 Title II Funds
 

was sold to BULOG
tons of PL 480 Title II Wheat
The 5,785 

These funds were deposited


a net revenue of $1,313,898.12.
for 


a special account to be used for specified allowable expendi­in 


in support of the PUSPETA Klaten Project. 
Interest from
 

tures 

December
 

the undisbursed funds had accumulated to S168,914.59 
by 


31, 1983, making a total of 51,482,812.71 available from this
 

source for the project.
 

Table 1 shows the budgeted income and expenditures# by line
 

It also shows disbursements
for the life of the project.
item, 


the end of each calender year 1981, 1982 and
 
by line item to 


1985.
 
1983, and CLUSA projections of expenditures 

to May 31, 


72% of the budgeted income had
 By the end of December 1983, 

1985,


been disbursed. 	 Projections indicate that by December 31, 


can be disbursed prudently. In only two line
 
all of the funds 


the budget. Since CLUSA's
 
items have expenditures exceeded 


to adjust among line items is unrestricted, financial
 
authority 


support has obviously not been a corstraint to 
implementation 
oe
 

the project.
 

11
 

http:51,482,812.71
http:S168,914.59
http:1,313,898.12


ORI6INAL 

BUDGET 


ATE5ORf 
 ALLOCATION 

(11 


A: PFPOCEEDS 132500

!i*4T[EST INCOME 715000 


tOTAL 14000 


SSERVICES
 
~r ; L~ES94) 

E'L 6O0) 
:i4.~4S91.860 

610,6 


:;
: C4;A.AES ) 


V. T'I A L 1:1m 
VA 14 (10 

TABLE IiPROJECT INPUTS PROGRESS ($1
 

DISBURSED TO 11/12/81 DISBURSED TO 31/12/82 DISBURSED TO Z1/12/93 PLANNED DISBURSEMENT
 
TO 31/1211985
AMOUNT %BUDGET 
 AMOUNT %BUDGET AMOUNT ZiUDGET AMOUNT ZEUDEET


(11 (31 (41 (5) (63 (73 
 (91 (q
 

1311690 99 1313899 99 131089 99 131:99;q
4494 6 120962 172 166915 "s24
 

!jleza2 54 1442860 10'1 1028l1 106 
 1043
 

1455 215!6 
 1005o
 

5445 9 240?9 4) 54249 % 

66i5 9 1.9640 49 5971$ 721, 

I::
 

loTnjB12 65O 10,03 140 34317 1:9, ~ 
28 2:141.!1*. 4* c 
0 

:82 47 r'r [i4-
 4 "
946 
 -

170 to 4085 1 1657 99
4*
 

1424
 

0 11114 
 141
 
k 


9 411 
 It
 



The disbursements made for consultants have been less than
 

planned ---(32%-aof-amount -budgeted). In part -it-may-be lass -- than 

planned because three of the key technical consultants engaged to
 

advise on the feed program came at no salary cost to the project.
 

The silo construction and milk marketing advisors was provided by
 

the Volunteer Development Corps (VOC) for four week's at no cost
 

to the project. The advisor on corn silage making contributed
 

his time and paid his own per diem. Only his travel costs were
 

charged to the project. Aside from the consultants engaged in
 

this evaluation there appear to be no specific plans for use of
 

additional expenditures for this line item, except possibly for
 

an Indonesian computer consultant for approximately two months in
 

April and May of 1984.
 

About one half of the amount budgeted for Participant Train­

ing in the non-subordinate agreement portion of the budget has
 

been utilized. This was used in late 1981 for participant train­

ing/travel to observe cooperative organizations in the United
 

States and to purchase project equipment. Eight persons took
 

part in that tour, including The Director of Cooperative Business
 

Affairs, Jakarta, three members of the Temporary Advisory Board
 

of PUSPETA, the PUSPETA General Manager and CLUSA staff.
 

An additional international travel/training p:ogram was
 

programmed for the remainder of the training budget. The p:7gram
 

is still being designed to determine which participants would
 

provide most benefit to the project and to develop approprlate
 

content to the program. The program will probably include visits
 

to a third world country such as India or Thailand, as well as to
 

cooperatives in the United States, late in 1984.
 

The major allocation for the nroject funds the subordinate
 

agreement with PUSPETA Klaten for fixed and working capital,
 

squiomnt, training, travel and salary subsidies.
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2......
2,1-.2..-Operational-Program -Grant-Agreements- (OPG)
 

The Operational Guidelines for PUSPETA Klaten, 
 Appendix E
 
states that CLUSA will 
 act as consultant and advisor to PUSPETA
 
Klaten, 
 its member KUDs and the PUSPETA management. The Guide­
lines also state 
 that CLUSA will provide PUSPETA Klaten with
 
various technical, financial and commodity assistance from time
 
to time with funds provided from an Operational Program Grant
 
Agreement ... (as well as)... 
 from the sale of PL 480, Title II
 

commodities.
 

OPG Number 82-3 provided funding in the of
amount 

$203,973.83 from July 1, 1982 to December 31, 
 1983 for support of
 
CLUSA personnel expenditures, including the CLUSA representative
 
and a Klaten management coordinator who is now primarily the
 
dairy advisor since the CLUSA reprsentative moved to Klaten.
 
From January 1, 1984 the OPG will continue to support the CLUSA
 
personnel working with the project but will also provide support
 
for the CLUSA FCC Luwu project.
 

Prior to July 1, 1982 two other OPGs were 
granted to CLUSA
 
for the period from September 1, 1975 to June 30, 1982 amounting
 
to $816,234. These rqrants were not specifically or soley related
 
to implementation of the PUSPETA project but 548,100 was granted
 
to PUSPETA for initial personnel, training and organizational
 
costs. An additional $350 was 
granted for rice bran stabiliza­

tion.
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2.2. Government of Indonesia Inputs
 

PUSPETAV-receives- some of its, funding from .Government. of .
 

Indonesia sources, specifically from the Department of Coopera­

tives and the Ministry of Finance (MOF).
 

2.2.1. The Ministry of Finance provided PUSPETA with a conces­

sional loan of Rps 630,000,000 at 6% interest. The loan is for 6
 

years with a 2 year grace period. As of December 31, 1983 PUSPE-


TA has received Rps 424,000,000 of this loan. The loan was
 

planned for four activities
 

a. Working capital for a certified seed program.
 

b. Working capital for the feed mill.
 

c. Fixed assets for the feed mill - to be used only after
 

the feed mill has become profitable (Rps 188,000,000).
 

d. The purchase of trucks.
 

Funding for the feed mill componant of this loan has been revised
 

and PUSPETA will not request further financing for this program.
 

A proposal will be submitted by PUSPETA to the MOF in the near
 

future to mainly finance expansion in PUSPETA's input supply and
 

crop marketing activities. All of these funds except the Rps
 

188,000,000 for the feed mill and Rps 18,000,000 for fertilizer
 

have been disbursed and utilized.
 

2.2.2. The Department of Cooperatives has provided PUSPETA
 

with an office, office equipment, trucks and other motor vehicles
 

valued at Rps 125,342,584. In addition, it is providing subsidies
 

for operation of the vehicles, office supplies and salaries.
 

Previous annual contributions for each are as follows
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Department of Cooperatives Support for PUSPETA 
(RpOOO)


Table II: 


Salary Office Equipment Misc. Yearly

Year 	Land and 


Buildings Subsidies Supplies Operations 
Totals
 

13,335 - 32,975 10,932 94,942

1980 37,700 

- 14,123239 2,119
1981 - 11,765 
- 7,687327 1,708
1982 - 5,652 
- 8,587

1983 - 7,057 525 1,005 

1,091 37,808 10,932 125,339

Total 37,700 37,810 


PUSPETA with
 
The Provincial Livestock Office has provided 


The Minister of Coopera­one milk cooling tank through the GKSI. 

and
 

tives has also provided PUSPETA with a milk cooling tank 


other items of equipment and machinery not included in
 
several 


the annual budgetary support enumerated above.
 

2.3. 	Heifer Project International (HPI)
 

a proposal from

Heifer Project International, in response to 


for a livestock
be administered by CLUSA
CLUSA, gave a grant to 


The program in effect got under­training and research program. 


way in the last quarter of 1983 and is scheduled to continue
 

HPI funding for the program is Rp.

through 1985. Total 139
 

budget
with Rps 43,000,000 disbursed through the 1983 


Rps 49,937 20E and for 1985
 
million 


year grant. The budget for 1984 is 


The main part of the program deals with training
Rps 47,273,745. 


This part of the program is already underway*
of dairy farmers. 


Barns have been built, a training centgr has been constructed,
 

week 	training sessions are operating as scheduled,

regula: two 
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field extension workers have carried out the initial survey of
 

the Klaten dairy farmers (a 209 unit sample) which will be re­

peated every t hree.. monthsi."-AlPSEAsPe eerlicu 

ding research on the complete feed ration is now being funded 

from this source. 

III. PUSPETA SERVICES TO KUD
 

3.1. Organization
 

3.1.1. KUDIs Organization and Project ObJectives
 

Business and organizational activities of the KUOs are
 

formally run by the cooperative board (Badan Pengurus) elected in
 

a plenery cooperative members' forum. The meeting also elects
 

the cooperative auditing board (Badan Pemeriksa) and the coopera­

tive development board (Baden Usaha Unit Oesa - OUUO). The
 

cooperative board (Baden Pengurus) employs a cooperative manager
 

who is responsible for th3 daily business operations of the
 

cooperative.
 

It is, a general problem of KUDs in Indonesia that there are
 

some ambiguous relationships among the cooperative elements. For
 

example, to what extent does the manager have the power to act
 

without consultation with the cooperative board, and in what
 

instances must the manager inform or consult the cooperative
 

board. In some instances, for example, the manager must invite
 

a coordinative board meeting and even a cooperative auditing
 

board meeting in order to to transact business. In Klaten, these
 

systems are also observed. As a pilot project, PUSPETA can
 

innovate alternative solutions of the problems, apply those
 

alternatives to its KUD operations and publish the experience for
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the benefits of 	other cooperatives in Indonesia.
 

in Klaten district as a result of
 
Indications of 	 progress 


are the increase in KUO membership and the
 
PUSPETA activities 


number of persons employed at the cooperative

increase in the 


level.
 

The average KUD 	membership and average number of
 
Table 3 : 


a KJD (of 35 KUOs) in Klaten
people emoloyed 	by 


1979 - 1983. (I) 

Average number of
 
Years 	 Average number 

of KUD members people employed per KUD 

1 31 979 	 320 
1 930 	 322 17 

194321981 
1982 	 796 20
 

1983 2) 1242 	 34
 

Source Kantor 	Koperasi Qati 11 Klaten.
1) 


2) Estimated from October 19a3 data.
 

401,
of KUD members has increased by aoout 

The average numoar 


per annum and zhe average numOer of peoble employed by the coop-


A sharp
ertives inciacsed oy about 20" eJvery year si c2 1279. 

when the PJSPE TA rogram was 
increase Jas 	 oosorve in 1 3, 

accol e-3t2d. 

while there are
we conclude that,
Observing the above facts 


made
 
still orc,2nizational and management problems, PUSPETA has 


i.. to strengthen,meetnr oroect 	objectiv'good progrc;s 1n 
, 

iLize e2xLStinr %i/iay2 a-ricultural c:z pera­
raorganize and 	 reit 

local frm leaders to
project is to assist
tives. One aim 	of tne 
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their KUOs into growth oriented agribusinesses managed

develop 


up. The PUSPETA project was planned to develop
from the._bottomP 

farmer
 

revitalized rural cooperatives by organizing
strong and 

The new
 

to undertake economic agribusiness activities. 
groups 

established
 

farmer 	groups developed by PUSPETA are 
well 


rural or 

This was observed with
 

and their activities are well supervised. 


respect to the roof-tile, clove, embroidery, improved seed, and
 

The groups have group chairmen, secretaries
 
dairy farm groups. 


defined. However,
 
and treasurers and responsibilities are 

well 

how
 

the organizations have not yet developed a 
clear concept of 


a role in determining policies of the
 group 	 committees will have 


This needs to be studied, developed, and tested.
 KUDs. 


be
 
one type of farmer groups that should
is at least 


These are "kelom-

There 


paid more attention within the village 
level. 


These advan­
pak tani hamparan" (areal advanced farmer groups). 


Agriculture

farmer 	groups are organized by the Ministry of 
ced 


for the extension education of agricultural 
technology


agencies 

made up of 15 to 20 farmers oriented
 These groups are
purposes. 


the basis of
 
toward technical agriculture and are organized 

on 


land they till. They are groups with very
 
the location of the 


units.

for organizing into cooperative economic 
good potential 


into participatory

these groups could be institutionalized
How 


and
 
groups 	for developing agribusiness activities,


cooperative 

roles in ruvitalizing the KUD,
 

how these groups would play some 


should 	be studied and tested.
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PUSPETA Activities and KUO's Organization
3.1.2. 


com-

PUSPETA business activities in 1983 increased sharply 


sales in the follow­as seen from PUSPETA
pared to that in 1982, 


ing Table :
 

and its Projected

Table 4 	 PUSPETA Sales in 1982, 1983, 


Sales in 1984 (in thousard rupiah)
 

1984 1)
1983
1922
Sectors 


1.360.550
23.357
227.363
Agriculture 


Food & agri­
2.059.7J4
1.134.5c3
inputs 	 491.375
cultural 


133.793
7ervices (4.836 


.E34.42E.
762.555
Total 


1) projected figure jy PU3PETZ. 

RAB dan Pendapatan

Source : 	 Laporan Keuangan 1903 dan 


1934, PPK PUSPETA Klaten.
 

1982 to
 
Sales by PUSPETA Lncreased oy more :tan 100O i from 


in 1 84. 
1983 and are roj ected ny -he management to 	 Couole 

by 17 from 1982 
the K'JDs in 	 K1.tEn i;str4ct increasedSales by 

3 2is c -:-3n'y 6 ee:ent of the total 
:n 132 P JSP'4to 1983. 

:n PI-93-PETA sales reoresen­
volume of sales ny Kinten -IUOs. 


KU5s.
ted 12 p2rcent of 3aL3s 'y tnse 

the KUDs.
 
Table 5 shows a significant increase in savings ny 

by 5"0
in loten diztrt C increased thillr savings

The 35 SU~s 

from 1902 to 1983, "ndicating healthy improvement in the viabili­
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increase in irdebtedness is
The large
ty of the cooperatives. 

by the fact
it can be 	explai'2
riuch of
somewhat misleading. 


the 1933 sugarLa-U Crop uCre
 
to the farmers for
that payments 


and therefore,

the end of December, 1233,


delayed until after 

were not macu until
 

repayments 
 for 	 sugarcane marketing credit 


19a4. 

and Sale Volumes
 
Table 5 The Development of Saving, Debt, 


in Klaten (in thousand rupiah)

of the 35 	KUDs 


19d3
1332
1931
Categories 


1.372.35 1)
47G .444 72
Savings 


2)

Debt 236.373 I.:,3.522 2.150.333 


1 .124.447 3)

Sales 3.33.'425 12.33.733 


figure.
i) 	 Projected from 5eotenoer 1363 


Source : Kantar Koperasi Dati ii Kabupaten /laten.
 

Rp 2 
(a) farmer su-ar payments in excess of 


2) Due to 


from tne fictory/3R! not made cy end of
 
billion 


inJ.ere ar'Ial'! - ade 
Decemnic 	 1 -_, a eas ney 

1 d2; 3) credit of :s 20.23G.323 uas( a:A 3Novemoer 

g Un z str ir.r in 133; ()
only acr-iniszered through 

(d)
sugar cane Ros 37.711.310; and 

marketino credit of 


Rps 3.3 C.OSO at end Uga3.

marketing credit ,ue of 


Source : Klaten Caooerativq Office.
 

3) 	 Source : Klaten Cooperative Jffice
 

the 	 35 'UD5 in
and sales 	of
The 	 development of saving, 


also increased. The increases in snvlngs and sales ,e:e 

1933 over 

Klaten 


122 	reectiv-Y
about 50,, 	and 17' In 
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.......
...PUSPETA.makin tobeelf supportngnthenear
........... o 


future. It has succeeded in greatly increasing its sales in
 

1983, end has projected a doubling of sales in 1984. As a re­

sult, the PUSPETA is expecting to have more surplus in 1984, as
 

shown in the following table.
 

Table 6 : 	 The 1984 Net and Gross Profit and Subsidy Target
 

of PPK/PUSPETA Klaten (Op.000)
 

Item 	 1982 1983 1984
 

Gross Profit 8.838 50.285 94.405 1)
 

Subsidy 31.880 49.208 41.390 1)
 

mmmmlm333mm3mmmm.mlulm3333mm3mm3m333mmmm3m33333l33mlmm33mmmmlm3l
 

Net Profit 	(Lose)(23.042) 1.079 53.015
 

1) Projected by the PUSPETA.
 

Source : 	 Laporan Keuangan 1983 dani RAS dan PenCapstan
 

1984, PPH PUSPETA Alaten.
 

The targeted net profit for 1984 of Rps 53,015.000 is about
 

1.4% of the 1984 sales volume target. This small profit margin
 

is really SHU, that which Is left for savings on behalf of the
 

UDs and their members. Some of this may be returned to the KUDs
 

but a portion will need to be retained by PUSPETA to finance
 

additional actLvities, to accelerate the development of ftamer
 

groups and to support KUD development. Due to PUSPETA's dualis­

tic goals of eelf.sufficiency and KUO development, orofit margins
 

are purposely kept low to encourage KUD market competitiveness.
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the
 
The team believes there is good potential for achieving 


management.

sales and services projected by PUSPETA


growth.......in 


PUSPETA now has a capable$ experienced 
staff and ba ic filitis...
 

research
 
handling the larger volume of business. 

The feed 

for 


will
 
promises to make feeds highly competetive and 
program now 


complex. The
 
permit expansion to the capacity of the feed mill 


marketing program begun in late 1983 has 
been successful but
 

produced in

egg 

still handling a very small fracion of the eggo

is 


Expansion in milk production and marketing 
will
 

Klaten district. 

well
fast as in 1983. Plans are 


at a rate at least as
continue 

activity.


advanced for a substantial expansion of 
the embriodery 


A number of new activities have been identified 
which have poten­

tial for the district. Thus the projected doubling of sales and
 

services in 1984 does not appear unrealistic.
 

is programming to become a secondary cooperative 
by


PUSPETA 

into the PUSPETA
 

converting the Temporary Advisory Board (TAB) 


wherein the PPB's membership is gradually

Plenary Board (PiS), 


The
as shown in Table 7. 
the KUD reprensentatives,
occupied by 

Achmad Mustain (P.D.O.), and the
 

1983 TAB was chaired by Ors. 

the Kabupaten


Ir. Tugiman (Economic section chief of 
members were 

Depkopin), Sumardoyo
Gatot Sardjono (Local
Local Government), 


(Coooerative Agency in Klaten), and Samuel FLliaci (CLUSA Country
 

TAB added two members as KUD represen-
In 1984,
Representative). 


i.e. Soewarso from KUC Pembangunan and 
Marsono from KUD
 

tatives, 

an
 

The decision to gradually shift the TAB into PPB is 

Pedan. 


important step in making this a secondary 
cooperative. However,
 

on
 a secondary cooperative will depend

it's effectiveness as 


organized KUDs and
 
properly chosen representatives 	of strong 


Therefore, reorganization and

organizations.
farmers groups 


revitalization of the KU0s to give farmer groups strong represen­

tation should have high priority during 
this transition period.
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3.2. Trainino
 

PUSPETA training activities are managed by the Extension and
 

Training Division of their Department of KUD Operations. Begin­

ning in March, 1982, PUSPETA has offered training programs in
 

several technical subjects, including : Poultry Input Supply and
 

Marketing (for kelompoks); Dairy Managment and Feeding (for dairy
 

farmers in the four participating KUDs); and Seed Certification
 

(for the groups leaders in the S KUDs involved in the seed pro­

gram). Such technical subjects are still important features of
 

the training program but, starting in August, 1983, tho program
 

has focused heavily on KUD managment, accounting, and auditing.
 

Table 8 lists the various courses held, the number of partici­

pants, the purposes and the sources of the instructors,
 

The dairy management training program has taken on major
 

significance with the grant from Heifer Project International.
 

These funds, administered by CLUSA for support of the PUSPETA
 

dairy and feed project, have been used to build a dairy train­

ing, demonstration and research center, to employ and train
 

instructors for the training center and activate extension field
 

staff. This will be a continuous program of a succession of two­

week sessions for dairy farmers, dairy farm workers and memers
 

of the dairy families. A comprehensive syllabus has been Pre­

pared for use in the course and excellent facilities are now in
 

place for the program.
 

The Team believes the technical training programs relating
 

to PUSPETA business activities with the 3Us is vtry important in
 

improving the productivity of the farmers and the quality of the
 

products. PUSPETA has drawn on supporting public institutions
 

and organizations such as the Department of Agriculture and
 

Animal Husbandry, the Agricultural Extension Oeartment and the
 

Gadjah lade Uniersity for assistance in designing training prog­

rams and for providing instructors for the training sessions.
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The Team believes tnis linkage should be continued and strength­

ened for the mutual OenFit of all the agencies. The PUSPETA 
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3.3. MARKETING
 

3.3.1. Marketing Channels
 

The Government of Indonesia, through the cooperative move­

ment, has estaoli3ned cooperative institutions called PUSKUDs 
at 

the provincial ievei and KL'Ds at the sub-district level (kecama­

tan). At the l<'U:en level , the Coverrnment na3 introduced the 

PPK (Pusat PaIayanan Ko~'ra<i - Cooperative Service Cent:r) ser­

ving as tnc,2 '.3:fr:en iv r * US=U, Th- 37sy-c m z rve,: as a 

channel for providing supIiads and services to rural areas and 

for marketing farm oroducts. The cnannel: are as foll]ws 

IYIJ 

, P P K 

K U C 

E '3
FAAR,,1 
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CLUSA 's project in Katen has jntr-ucjtL:u:J a coopcrativ2 imodel 

called PUSPETA at the Kabupaten levcl to serve the KUD and far­

mers in ;1laten -itol-' i2Jl/, P,,[i :, aCus ti f u iun of 

P-I( nut formally it is ca!lcd PPK 3 P.T-, Jith it2 jJie 3LtI)C­
ri: 7 l . 311 1C J- 33s t fI. "t , P J, T h3S

:iy L,io~c :usinos . acti ijtj nr[, PV PJ& a 

sought new cnann.'s For mark-ting the products supplied by far-

In su piin, these. products PUSPETA not only servcs as a 

suz.lier out 31so nay act as a urolcsalr. Uy this function ,'" 

PUSPETA nas ncomair<eting channel from I'UD to the fre,.. market 

and vice jerza. "i o the existence of 1),1 PIUSPFFA t ie ia retlng 

channel3 become 

PUSKUD
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By entering the free market directly, PUSPETA is able to carry
 

out additional business activities on behalf of KUDs and their
 

or SHU (Sisa Hasil Usaha ­memebers and to increase its 	profits, 


From this SHU it will be possible to
the remainder of income). 


develop additional capital for providing more services to KUDs
 

and farmers.
 

3.3.2. PPK PUSPETA's Services
 

Marketing of agricultural products and other commodities
 

in indonesia. PUS­produced by farmers is still a major problem 


PETA was established to encourage farmer participation through
 

farmer groups undertaking economic agriousiness activities at the
 

local level and to provide the suoporting marketing and distribu­

tion system as an intermediary between KUDs and the market.
 

are as follows
Marketing sPrvices provided by PUSPETA 


a. As an active intermediary between farmers, KUOs and the
 

market, 	 PUSPETA acceots agricultural products by farmers through
 

or
their KUDs and channels those products into existing markets 


new markets.
 

b. PUSPE]A assures the continuity of marketing services, espe­

cially in channelling the products into markets and supplying 

inputs needed cy the farmers, 3o that formers are encouraged to 

increase nrC to improve their production. 

c. PUSPETA puchase: the airicultural products and other commo­

dities ;usni >d azmrs it prices. KIJCs are givenay -n" market 

a certain pcrtion of PFK P!JPETi's sale margin as a rewarc for 

their part i c pation. 
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d Besides channelling and supplying ..the, products into the
 
markets, PUSPETA also makes an 
effort to promote the products in
 
the 
 market and to make them more profitable. It also provides
 
training, extension, and inspection services to 
improve the qua­
lity of products and to enhance their market value.
 

e. 
 PUSPETA will give information to KUDs regarding the market
 
situation and the trend of market prices.
 

As an the example of these activities we describe the marke­
ting of eggs. For supplying the product into the 
 market, PPK
 
PUSPETA has made a contract agreement with P.T. TRITAMA, an egg
 
supplier 
company at Jakarta in the amount of 12 tons/week. For
 
fulfilling the contract, 
 PUSPETA collects the eggs from KUDs
 
(701%) and the rest are 
collected from non-KUOs. Providing more
 
incentive to KUDs the sale price is Rps 5/kg more than to 
 non-

KUDs. The KUDs are regularly informed of the egg 
market sitL;B­
tion by PUSPETA, providing stability to the market 
 * PUSPETA 
also provides training, extension, and quality control as well as 
inputs such as poultry feeds for increasing egg production 
and
 
quality.
 

3.4. CREDIT
 

3.4.1. Credit Policy
 

PUSPETA provides credit to finance activities of KUDs and
 
farmer groups, 
 At first PUSPETA supplied only fertilizer and
 
other commodities on what is known as "commodities males credit"
 
with terms of one to two months. 
 On the basis of its status as a
 
cooperative model allowed to undertake business activities, 
 PUS-

PETA began in 1983 to implement another kind of credit which 
 it
 
calls "credit program". This type of credit aims to help KUDs
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to develop and Increase their economic activi­
and farmer groups 


work-ing .capital. PUSPETA~ has-established: the 
ties by providing 
following policies for implementing 

its credit services:
 

or
implementing
sales credit is 	for 
a. 	 Most commodities 

sector,
agricultural


supporting the 	government programs in the 


rice and the 

the sales distribution of fertilizer, 	

TRI
 
such as 


the nine
 
for the daily needs of people, 

such as 

and
program, 


is to facilitate

This kind of credit also 
basic commodities. 


where PUSPETA gives commo­products,
marketing of the farmers' 


sales credit to 	parties in the free market 
which purchase
 

dities 

a credit service is provided without any
 

the product. 	 Such 


interest charges.
 

to
 
kind of credit service is providing funds 


b. 	 The other 


small businessmen and small manufacturers 
as
 

and farmers or
KUDs 

their activities.
 

for operating and expanding
working captial 

a rate of about 	2 - 3
 

This kind of credit is charged interest at 


is higher than that of government 
pro­

% per month. 	 This rate 
these
not available for 


gram bank credit but such bank credit 
is 


these terms. PUSPETA rates are much lower than
 
or on 


those charged by village money lenders.
 
purposes 


as interme­
ca In providing the credit services 

KUOs serve 


diaries and a certain portion of 
the interest rate is supplied to
 

them as a fee.
 

The credit for working capital is based on the reuire­
d. 


by the farmers or small businessmen 
and submitted
 

meint stated 


After being evaluated by PPK PUSPETA 
the credit is
 

through KUDs. 

the applicants.
after which KUDs supply it to 


to KUDs.
supplied 


The term of much credit is normally from three to six months,
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3.4.2.Credit Exoansion
 

The credit service has increased from year to year, with a
 

very dramatic increase from 1982 to 1983. Table 9 shows the
 

in each of the last three
emount of credit provided by PUSPETA 


yaars and how credit was allocated in 1983.
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---------------------------------------------------

TABLE 9: CREDIT SUPPLIED BY PUSPETA KLATEI, 

----- MONT-R.) CRED I T-,UTSTAN~D 146l311 

BU S I NESS ACT IVI T I ES KIUD NON-KUD KUD .J04 -I'UJ) 

1991 TOTAL: 28534720 39971725 1263920L 1016-4C5
 

011 1.21932 TOTAL: I33327014 146903159 43671000, ,, 
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[-Q3 SALE3 91Sti
 
olt OLD CHIIC1KS 2659100
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CH I r :Ei CONCENTRATE 1234681I0 4145603
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'-.0! 4105725)4,1 

,:,Q .frpfls9116167 
R.1,;E 57477721 1341146S4 

9331.24 7o2 62208:!s8
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I.ER.OtEHE 36030000
 

660000 
'Z.JIIUMPFTIOfI GOODS 1717944
 
$V OCK 'SEEDS 27035091 18023396
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':i.o, 1 RODUCTION 40250000
 

~IIrA~~,I-~ 'ARKET icN
 
iI)' °A :E PAYMENT
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been a-substan-
From these , airs canconclude-that19t -ehass
f we 


tial inreasen parUTcularly from 1982 to 1983. As stated in the
 

Credit Policy section, PUSPETA also provides commodities sales
 

the market fun­credit to non-KUs. PUSPETAe in carrying out 


some of the farmers' products to the free market.
ction channels 


These products are channelled to companies such as P.T. TRITAMA
 

for eggs, GKSI or Sari Husada for miko, aULOG
for ricsy and P.T.
 

SANG HYANG SRI for seed. These products are normally sold in
 

these markets on the basis of commodities sales credit.
 

Table shows that in 1981 the outstanding credit of KUD
The 


This amount included the outstanding credit
 was Rps 12,539,288. 


cows and goats to Bayet KIJD which up to now has been difficult
of 


to collect. The outstanding credit data of 1982 shows the amount
 

of Rps 43,571,770 for KUDs and Rps 79,512,112 for non-KUDs.
 

incieased dramatically in
Total credit provided by PUSPETA 


In 1983 PUSPETA Introduced its "credit
1983 compared to 1982. 


program" which provides working capital for supporting production
 

PUSPETA also provides
activities of the KUOs and their members. 


some non-KUOs, such as
 a small amount of this type of credit to 


which appears to the
KOPTI (Cooperative Soybean Cake Vendors), 


team to be less related to PUSPETA objectives.
 

non-KUOs Increased because PtUSPETA's
to
Commodities sales credit 

the
marketing activities through private companies, where this Is 


Increased sharply. Zn order to
conventional credit practice, 

in the free market, PUSPETA was required to follow thatcompete 


practice.
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3.4. . Constraints
 

caused

The sharp increase in PUSPETA activities in 1983 has 


problems in developing the credit services effectively. The
 

Finance and Admininstration Department has not had adequate 
spe­

activities.
staff for proper management of the credit
cialized 

more accuracy in recording and more
 

Credit operations require 


One step taken to overcome this problem

effective controlling. 


to be
 
is the establishment of a computerization plan which is 


In addition It may be necessary

started in April of this year. 


develop a specialized

to recruit some additional staff and to 


unit for managing credit activities.
 

the fact
 
Another problem affecting the credit service is 


poorly managed.

of the KUDs are still very weak and
that some 


only 8 of the 35 KUOs in Klaten meet the
 
According to PUSPETA, 


Prudent use of
 
criteria for "KUD Andalen" (well managed KUD). 


activities, in
 
funds limits PUSPETA's ability to provide credit 


as PUSPETA has important responsibilities in
 
these weak KUDs 


allocation of credit and in effecting repayment.
 

that

PUSPETA policies and procedures do not insure
Current 


the very small farmers. Credit is
 
is made available to
credit 


The KUDs
 
extended to participating groups through their KUDs. 


for loans and of its members and, therefore,
 
assume liability 


participation
some control on allocation of credit and
exercise 

Since the very small farmers are usually
in the credit programs. 


at higher risk, and have less of a crop to hypothecate as guaran­

they often receive a smaller share of the programs. 
Uhile
 

tee# 


require soma autonomy in allocation of credit, PUSPETA
 
KUOs 


provide

should consider modification of its credit policies and 


guidelines that will encourage greater participation 
by the small
 

farmers.
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3.5. Development,.afEconomic,-Cooperative-Activities 
.
 

A stated aim of the project is to encourage the development
 
of existing cooperatives into "growth-oriented" agribusinesses
 
and to initiate new agribusiness activities. The Project Docu­
ment identified several potential business activities considered
 

appropriate for cooperatives in the Klaten area and made 
 provi­
sion for their support in the budget. It was obviously not
 
possible to anticipate all theapotentially profitable business
 
opportunities. 
 It was expected that the capability would be
 
developed within PUSPETA to carry on a continuous, on-going
 
function of identifying new opportunities, evaluating them and
 

helping the KUDs to organize the activities. This function has
 
now become established in PUSPETA and is generating a number 
of
 
significant activities in 
the KUDs. These are discussed in the
 
following sections.
 

3.5.1. Feed for Livestock
 

Among the most promising of the potentially profitable ven­

tures identified in the project paper was a livestock feed indus­
try. A feed mill was to be a key element. It was expected that
 
this would (a) provide a market for expanded production of secon­
dary crops, (b) provide quality controlled feeds for modern
 
livestock and poultry production, (c) provide income for field
 
workers who will provide technology and management assistance to
 
members and (d) provide extrusion cookers to produce a variety
 
livestock feeds as well as highly nutritious food products from
 
locally produced commodities.
 

Also to be included in the feed complex was provision for
 
construction of silos for proeservatinn of crop residues and green
 
fodder for livestock feeding.
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Afeasibility study fo the eedcomplex was includedas a 

part of the Project Document. The feed activity was viewed as 

the single most promising activity around which PUSPETA would 

build its services to the KUDs and the membership. A major
 

portion of the Project funds for Capital Assets was Invested in
 

the foed mill equipment and silo construction equipment.
 

The feed mill feasibility study considered beef cattle pro­

duction as the principal use for silage and an Important use for
 

concentrate feeds processed by the mill, Poultry was also expec­

ted to be a major market for feed concentrates. However, begin­

ning in 1981 imported Friesian dairy cows were made available to
 

Klaten farmers through the GKS? Credit Aid for Cooperatives
 

Pr;ject. 1090 cows were provided to farmers in 4 KUDs of Klaten
 

Kabupaten and these then become a major focus of the PUSPETA feed
 

program. The fod mill would produce the concentrate required
 

for a balLnced fod for the dairy cattle and the silo would
 

produce silage which would make up a substantial portion of the
 

green forage of their rations.
 

While the technology for foed production and dairy cattle
 

feeding is well developed there were a number of problems In
 

working out their practical, economic adaptation to Klaten dairy
 

farming. The Initial formulae for the dairy concentrate proved
 

too expensive to compete with the large feed companies. PUSPETA
 

added a nutritionist to Its staff early In 1903 to develop now
 

formulae using lower cost, locally produced feed matlriqls and
 

testing them In feeding trials. There were probioms also with
 

the silage program. Contracts were arranged, through the KUOs,
 

with groups of farmers in the upland areas to grow corn for
 

silage making. PUSPETA provided a recommended corn variety and
 

fertilizer through the normal diutributLon channels to KUOs,
 

Late planting, improper application of fertilizers and poor crop
 

maonagement resulted Ln a much smaller crop than expocted aking
 

it necessary to buy additional corn from individual farmers
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outside the area to fill the silos. Because of the low produc­

. .	 tion ...nd --shot--supply the --cost-of-the ws-lage.-...--- considerably... 

higher than expected. Zt was decided that in the future PUSPETA 

would provide more intensive guidance on corn growing for forage
 

to contracting farmers. Also PUSPETA arranged to lease some
 
land and run production trials as a demonstration and to obtain
 

better technical and economic Information on growing corn for
 

silage in the Klaten area.
 

One 16' X 40' concrete stave silo was constructed at PUSPETA
 
and a complex consisting of two 161 X 401 silos and one 161 X 10'
 

tank for molasses was constructed at a site in Karangnongko KUD.
 

While original plans and the construction equipment and materials
 
purchased were intended for at least 20 silos intitially, silo
 

construction was helted until feeding trials with these three
 

silos could be evaluated.
 

PUSPETA's plan was to introfuce the silage as part of a
 
"complete" food mix in which concentrates prepared by its feed
 

mill would make up 18-22% of the ration. Arrangements were made
 

with farmers in Kecamatan Karangnongko to provide complete feed
 

to 72 cattle from the one silo complex(stipulating heifers that
 

wer at Least 7 months pregnant). The numbers and area were
 

limited to allow close supervision during this trial phase and to
 

Simplify the dist:ibution r~stem. PUSPETA staff mixed the food
 
and packaged it in sacks containing 20 kg. each . the daily
 

ration for one cow. These were picked up by the KUD truck and
 

delivered to the dairy group leader for each dose daily.
 

Limiting the program to only cows in late pregnancy was done
 

so that the remainder of the feed portion of the credit package
 

provLded through GASZ uovld be sufficient, or nearly So# to
 

finance feed 'ourchases until the cow began lactating so income
 

from milk sales could Day for the feed.
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The program was started in late September, 1982. The feed
 

proved to ba vary palatable and convenient for the farmers. Uhen
 

credit available from the GKS1 credit package was exhausted
 

PUSPETA was to provide credit to bridge the gap until income was
 

generated from lactation. However, even after the cows began
 

lactating PUSPETA continued to supply feed on credit at a rate of
 

about Rps 3 million a month. By the and of September, 1983 the
 

program had accumulated a farmer debt of Rps 32 million.
 

PUSPETA has, belatedly, taken appropriate steps to correct
 

the credit problem. Beginn.ng in September 1903 farmers partici­

pating in the credit program had 40 percent of the value of milk
 

delivered withheld for payment of feed. The number of farmers
 

participating In the credit portion of the program we reduced
 

and these farmers began repaying their foed debts through a 10
 

percent deduction from their milk sales. Efforts in Januaryp
 

1984 to increase the percentage repayment from 40% to 80% for
 

those remaining under the complete fed program met with stiff
 

resistance. PUSPETA negotiated an alternative arrangement that
 

is acceptable to the farmers and goes a long way towards resol­

ving the fod debt problems. From February 1st farmers will
 

contribute 10 percent of their milk sales toward retirement of
 

old foed debts, They uill pay Ras 55/kg for current purchases of
 

complete feed on a cash basis. At present the cost of producing
 

and distributing the complete feed including PUSPETA, KUO and
 

Kelompok profit margins is Rps 70/kg. The difference of Rps
 

15/kg will be contributed from the Heifer Project International
 

(HPI) grant as a contribution toward initial research on the
 

productivity of the current and future feds (this Is discussed
 

further in connection with the dairy activity in a later sec­

tion).
 

The HP? contribution Is Intended to be temporary * for 

perhaps the next three or four Panths - end will be phased out as 

the costs of the complete feed ;ix Is reduced. The feed research 

unit of PUSPCTA has developed a new concentrate formula that 
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gives good results and will reduce the cost of the concentrate
 

sbstAnti'ally.o- Se-aVeral- option aebigtdedor educinmg­
the cost of the silage ccmponent. It is expected that by substi­

tuting a hybrid variety of corn suitable for silage for the
 

Arjuna variety used earlier that yields can be increased enough
 

to reduce the costs per kg of the corn silage component from Rps
 
40 to Rps 25/kg. The feed research unit is also experimenting
 

with peanut vines as a silage. Small pit or trench silos will be
 

constructed at low cost for developing appropriate technology for
 

producing a good quality silage that can be mixed with corn
 

silage. If this is successful, prospects are good that the cost
 

of the complete feed will come down to Rps 55/kg.
 

PUSPETA also produces and sells dairy cattle concentrates to
 

farmers not participating in the complete feed program. These
 

sales have been limited as their costs have until now been slig­
htly higher than prices charged by competitors. The new concen­

trate formula has, however, brought the price down to competitive
 

levels. PUSPETA expects sales to increase during the year from
 

less than 4000 kg in February to 20.000 kg par month by the end
 

of the year. Farmers like to have the concentrates in the form
 

of pellets for convenience in handling and reduction in waste.
 

PUSPErA is considering purchase of a pelletizer, which can be
 

Justified if production and sales increase as planned.
 

The feed mill feasibility study projected sales of poultry
 

feeds as a major item. PUSPETA has in the last six months begun
 

production and testing of experimental poultry layer rations with
 

400 layers. There are no plans yet for marketing a complete
 

poultry layer ration. While there are such feeds in the market
 

most poultry growers prefer to purchase the ingredients separate­

ly and mix the rations themselves. PUSPETA has been very succes­
sful in leoplyLng this market with ground corn and extruded rice
 

bran. The extruded rice bran activity has operated at a profit­

able level, supplying a product that is in strong demand by
 

Klaten poultry raisers. The extruded bran product is preferred
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because it is apparently more palatable to the chickens and can
 

be held for a considerable time without deterioration. Untreated
 

rice bran -begins to turn rancid immediately after the rice is
 

milled and is noticably rancid within a week. PUSPETA is projec­

ting production and sale of 875 tons of extruded bran in 1984.
 

3.5.2. Dairy Cattle
 

When the various programs for providing farmers with Frei­

sian heifers imported from Australia and New Zealand were started
 

in 1979-1981 the Klaten area had not previously had a dairy
 

industry. The cattle distributed under these programs went pri­

marily to individuals who had no previous experience with dairy
 

cattle.
 

The cattle distributed in Klaten Kabupaten were provided
 

under two programs : (1) the Banpres program (Indonesian Presi­

dent Aid) and (2) the GKSI Credit Aid for Cooperatives Project.
 

Only a small number of cows were received under the Sanpr i
 

program. These were intended for the economically weaker farmers
 

and terms were very generous. Credit was provided on a long term
 

basis with no interest and with low installments, to be collected
 

through the local KUOs from the sale of milk.
 

The main source of dairy cattle was the GKSI Credit Aid for
 

cooperatives project. The stated objective of that program is to
 

increase the population of dairy cattle, increase milk production
 

per head, increase the incomes of dairy farmers, expand employ­

ment and improve people's nutrition. Cattle were distributed
 

under this program only to cooperative m3mbers of elligible KUDs.
 

The credit package included the price of the cow plus allowances
 

for feed until the cow came into lactation, an allowance for
 

construction of a suitable cow oarn, equipment and a nurturing
 

fund. The total credit package amounted to Rps 1,000,000, of
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which Rps 650,000 was for the price of the cow and Rps 350,000
 

w....wasfor-the-barn, equipment, feed and -other-allowances .. .
 

Under the GKSI credit aid for cooperatives program the
 

credit term is for 7 years or 84 months, including the grace
 

period of one month. The interest rate for the KUD is 10.511
 

annually. Of this, 9% is for the SRI. The remaining 1.5% is
 

returned to the KUD account at the end of the year as savings of
 

of the KUD at the SRI. Repayment is by witholding income from
 

the sale of milk when the cow is lactating. Klaten farmers repay
 

at the rate of 25% of production sold through their KUD and
 

PUSPETA.
 

3.5.2.1. Milk Production
 

-The productivity of the imported Fresian dairy cattle has
 

been disappointing. Initial planning for feed and marketing was
 

based on expectations of 20 liters of milk per cow per day. Such
 

yields would be considered modest for Fresian cows of reasonably
 

good genetic potential in commercial herds in developed coun­

tries. So far it has not been possible to achieve yields approa­

ching that level in Klaten . A sample of 209 cows in the 4 KUOs
 

selling milk through PUSPETA surveyed in December had an average
 

production of only 6.5 liters per day per lactating cow. Average
 

production for the 64 cows participating in PUSPETA's "Complete
 

Feed" program is somewhat better at 8.0 liters per day.
 

The percentage of cmwo in lactation has been very low due to
 

inadequate heat detection and ineffective artificial insemination
 

capabilities. Poor sanitation and management have also contri­

buted to poor performance. Investigations by PUSPETA staff iden­

tified lacK of skill in milking techniques as one important
 

factor causing low yields. The fact that most of the farmers who
 

received the imported cows had no previous experience with dairy
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cattle suggested that an intensive training program was necessa­

) .	 ry. CLUSA sought support from Heifer Project International (HPI) 

for a research and training program. A grant from HPI for 

$44,000 was received in 1983 and is now being used to fund a 

training and demonstration center for dairy farmers and a feed 

research program. PUSPETA has purchased 15 cows for the dairy 

demonstration center as part of this activity. The program is 

now in full operation, providing two-week training programs for 

cattle breeders and their family members, a team of extension 

workers to give guidance at the village level and a feed research
 

program to develop and test low cost dairy and poultry feeds.
 

The program has already had significant impact. Milk production
 
from the PUSPETA herd at the dairy demonstration center has
 

increased its average production from 6.0 liters to 11.5 liters
 

per day. The sample survey conducted in December will be re­

peated every three months to monitor many of the management
 

factors as well as milk production in the villages.
 

The Evaluation Team commends PUSPETA for aggressively attac­

king the feed and management problem. While research and train­

ing may have no important immediate impact on PUSPETA's income,
 

the results could have important benefits for member dairy
 

farmers in the KUIs and throughout central Java. Such research
 

and extension activities are.public services normally provided by
 

government institutions. PUSPETA has carried some of the costs
 

for these programs from its earnings but is now covering most of
 

these costs from the HPI grant. The need for research and exten­

sion to improve dairy management will continue beyond the expira­

tion of the HPI grant. It is recommended that the Gadjah Mada
 

University Department of Animal Husbandry and Animal Nutrition be
 

invited to cooperate in the research program and to establish a
 

continuing involvement in dairy research for PUSPETA. Similar­

ly, the Central Java Department of Agriculture and Animal Husban­

dry should be encouraged to cooperate in the dairy extension
 

programs.
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By June, 1982 the first of the GKSI 
cows were in lactation,
 
producing a i;otal of 250 liters of milk per day. 
 By the end of
 
September production had reached 500 liters per day and 
farmers
 
had difficulties marketing their milk. 
 While PUSPETA had a
 
commitment to eventually market the milk produced in Klaten, 
 it
 
was not feasible at this low 
 volume. PUSPETA did, however,
 
assist the KUDs by negotiating an arrangement wih the GKSI 
 milk
 
cooperative in Boyolali. This arrangement did not provide a very
 
satisfactory price for the farmers and early in 1983 PUSPETA
 
began to gear up to take over 
the marketing by acquiring cooling
 
and transport equipment and developing a collection center.
 

When the marketing program was begun in ilay, 1983 milk
 
delivered by the 4 dairy KUDs reached 1250 liters per day. 
 PUS-

PETA alranged to market some milk directly to the Sari Husada
 
processing plant in Yogyakarta. The arrangement was for 1000
 
liters per day initially. Sari Huasada later agreed to 
increase
 
this to 1250 liters per day - the present quota. PUSPETA also
 
began selling fresh milk directly to the consumer market. 
 That
 
volume has increased to 200 liters per day. 
 The balance is sold
 
to the GKSI milk cooperative in Boyolali.
 

When PUSPETA first began marketing milk there were serious
 
problems of quality. In May, 
 milk from PUSPETA worth Rps
 
2,937,000 was rejected by Sari Husada. 
 PUSPETA has since tight­
ened quality controls and through a more intensive program of
 
extension 
and monitoring of production practices has greatly
 
reduced this problem.
 

The milk marketing structure is basically as follows : Allk
 
* producers are organized 
 into groups (I1lompotcs) of 15 to 20
 

farmers. Each group is responsible for assembling, 
 testing and
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keeping records for milk sold by the group. Milk of each group 

is sold through its KUO. Each KUD is responsible for testing the 

milk from -the groups , -rejecting-milk,-below- standard- quality7: 

providing transportation for collecting, providing equipment and 

administration. If the milk from a group is rejected, that group 

suffers the loos The KUOs sell the milk to PUSPETA. PUSPETA 

services include cooling equipment and the collection center, 

operating personnel, transportation to market, arranging for 

marketing, and testing milk at the KUOs and at the milk collec­

tion center. If'PUSPETA-rejects the milk of a KUD the loss is 

borne by that KUD. If milk purchased by PUSPETA is rejected in 

the market PUSPETA is responsible and bears the loss. Thus the 

system imposes rw'ponsibility for quality control at each level 

in the marketing chain. 

At the present time PUSPETA has three market outlets for
 

milk : the Sari Husada Processing plant in Yogyakarta will accept
 

1250 liters per day. About 200 liters per day can be sold each
 

day as fresh milk in the free market. The balance is sold to the
 

GKSI cooperative dairy in Boyolali. In January, 1984 the average
 

distribution and prices received by PUSPETA were as follows
 

Sari Husada 1250 lt/day 3 Rps 307/lt.
 

GKSI, Boyolali 900 lt/day 3 Rps 255/lt.
 

Free Market 200 lt/day 3 Rps 300/lt.
 

This gave a composite average price per liter of Rps 286.5
 

received by PUSPETA. The volume of milk received by PUSPETA is
 

increasing by about 150 liters per day each month. If the amount
 

that can be sold to Sari Huseda and the free market cannot be
 

increased the additional milk goes to Boyolali at the much lower
 

price per liter and thus depresses the average price received.
 

Following is the market price structure for milk in PUSPETA
 

Klaten as it operated in January, 1984.
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Table 10 : Market Structure for Milk PUSPETA Klaten
 

Market level Price received Marketing margin Services
 

Rp/liter Rp/liter performed
 

1. Farmer 225 	 ­

2. 	Kelompok 232 7 - milk testing 

- record k.owing 

3. KUD 257 15 	 - transport for
 

collection
 

- equipment
 

- testing 

- administration 

4. PUSPETA 286.5 29.5(ave) - cooling ezuip­

ment and build­

ing 

- operation 

personnel 

- shipment to 

market 

- testing ac KUO 

- testing at 

collection 

con tars 

- arranging for 

marketing 

Research and Development 

- Feed ration rE2searzn 
- 'ilk product davelopment 

- Training and Ext2nsion 
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The current price of Rps 225/liter received by the Klaten farmers
 

is 20% higher than the price of Rps 187.5 they were receiving in
 

May when PUSPETA took over the marketing responsibility and well
 

above that received by the average Central'Java dairy farmer.
 

3.5.2.3. Dairy Economics
 

The profitability of the dairy activity is examined first
 

from the standpoint of its effects on PUSPETA's profit or Loss.
 

But a more important issue, examined later, is its profitability
 

for the farmer members.
 

For PUSPETA, profitability is concerned with the dairy feed
 

enterprise and the milk marketing activity. The feed activity
 

was discussed in detail in section 5.1. above. That operation
 

has occupied a great deal of management time and used much of the
 

capital provided to the project. The arrangement under which the
 

complete feed was provided to participating farmers on credit led
 

these farmers into debt for feed at the rate of Rps 3 million per
 

month. This arrangement was modified in July and October 1983 to
 

require substantial payment from current milk sales and again in
 

February it was modified to require payment of Rps 55 of the Rps
 

70 price per kg. The Rps 15 difference is being charged to the
 

HPI project as a research contribution, temporarily, until the
 

cost of the complete feed can be reduced. The research on foed
 

rations now shows very promising results. PUSPETA plans to go
 

into production this month with a new concentrate formula that
 

will reduce costs per kg by Rps 15. PUSPETA is projecting a sharp
 

increase in sale of concentrates to dairy farmers at a profitable
 

margin. The feed activity now appears to be approaching a finan­

cially sound basis.
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An analysis in December of the milk marketing activity by
 

___Sam_iliaci.-ofCLUSA showed that the marketing margin for PUSPE-


TA, at that time Rps 30.75/liter, failed to cover costs of that
 

operation by Rps 2.4 per liter. At 2000 liter. per day vdluma
 

the operation.
this amounts to a loss of rps 4.800 per day for 


rate of 150 liters per day per
Uith production increasing at the 


increase unless
month the margin will narrow and daily losses 


the KUD, which it is reluctant
PUSPETA reduces the price paid to 


to do, or it can channel more milk to the higher priced markets,
 

i.e. Sari Husada or the 	free market.
 

The real concern is the 	profitability of the dairy business
 

for the farmers and thm impact PUSPETA's dairy program is having
 

expectations that
on them. The PUSPETA feed program was based on 


At that le-el
the cows would produce 20 liters of milk per day. 


per
of production and current milk prices to farmers of Rps 225 


The complete
liter the daily return would be Rps 4950 per cow. 


feed mix at Rps 70 per kg and a daily ration of 20-30 kg per cow
 

The farmers
uould provide'an attractive return over feed costs. 


participating in the complete feed program are now getting 6.0
 

per day of milk and are using 20 kg of the complete feed.
liters 


At the old rats of Rps 70 per kg feed costs them Rps 1,400 per
 

day. Eight liters of 	milk at Rps 225 would give a gross return
 

Farmers who received the importeod cattle
of Rps 1,800 per day. 


under the IGKSI Credit program recsived a crodit packao; of nps
 

repay over a 7 year period at an inter­1,000,000 which they must 


est rate of 10.5%. PUSPETA has been collecting 2SM of the sales
 

to be applied against this debt. This would leave only Rpm 

1,350, not quite enough to pay for the feed. There are other 

costs. Also, the 8.0 liters production per day is during the 

Because of problems with artificial insemina­lactation period. 


87 percent of the cows are in lactation at any one
tion only 


time. Obviously this looks like a very unprofitable situation.
 

rps 55/kg
Uith the reduction in the price of the complete feed to 


on February lst the cost of the daily ration want down to Rps
 

1.100 per day, making it somewhat more attractive.
 

so 



-_ns._.osder__ now the. farmor-s who_- are not particiJpating. in -ttie . 
complete feed program. The 209 cows in the December survey of 
Klaten dairy farms were producing an average of only 6.5 liters 

of milk per day. This was the average for those that were in
 

lactation at the time - 57 percent of the cows. These farmers
 

are not participating in the complete feed program but many of
 

them are buying the dairy concentrate produced by PUSPETA. The
 

green forage portion of the ration is from crop residue and
 

grass, from their own farms or collected from road sides, etc.
 
It may involve little or no out-of-pocket costs - mainly the time
 

and effort in collecting it. After paying 25% of the production
 

toward the credit package debt a cow producing 6.5 liters of milk
 

would have about Rps 1,100 left for feed and other costs.
 

This certainly does not look like a very profitable enter­
prise. Yet, the Team found strong supoport for the dairy cow
 

import program. in each of the 4 Klaten KUDs in the dairy pro­

gram we were told that they wouldbe pleased to receive more cows
 

under the GKSI program. Why do farmers find it so attractive? A
 

very comprehensive study was carried out by the Faculty of Animal
 

Husbandry, Gadjah Mada University in cooperation with the Provin­

cial office of Cooperatives, Central Java under a grant from the
 

Netherlands. The report on the study, entitles "Tho Impact of
 

Imported Dairy Cattle on Prospects for Development of Animal
 
Production by Small Farmers and Development on Village Dairy
 

Cooperatives in Central Java." provides a better understanding
 

of the economic variables in dairy production in Central Java.
 
That study involved a survey of 800 dairy cattle breeders in
 

Central Java who were milking local dairy cows as well as those
 
who received imported cattle under the Sanpres, GKSI Credit
 

package and the development of M4ilk Oairy Cattle Breeding Pro­

ject (PUSP). The study showed that average daily production for
 

imported cattle was higher than for the local cattle but very low 
4 in all cases. Average daily production for local cattle was 3.9 

liters. For the cattle imported under the GKSI program it was 
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at these low levels of production farmers
5.6 	 liters. Yet even 

study,
considered them profitable. The income analysis for the 


of computation, ac tualij­
usi1ng the "farming business" meathod 


showed a Return to Cost Ratio of 2.87. In the farming business
 

method of computation input and output variables are those actu­

allV spent or received in cash. Thus, if a small herd of dairy
 

cows can be handled with unpaid family labor and feed is prinari­

ly crop residue and grass collected in the neighborhood, out-of­

income
pocket costs are very small and the small amount of cash 


from sale of a low producing cow gives a positive return to cost.
 

The study also included an income analysis using the "financial"
 

computation methodp in which inputs such as family labor, green
 

feed *collected in the neighborhood, waste fertilizer etc. that
 

are not purchased for cash are valued at comparative values. For
 

example family labor is valued at, say, Rps 125 per hour. This
 

analysis gave a positive net income of Rps 20,097 per cow, which
 

is very little but It imputs a value to the considerable *nount
 

of family labor used in care and feeding of the animal and to
 

waste products.
 

The study concludes that these cattle, even at these very
 

low levels of production, are of considerable economic valua to
 

the farmers. If farmers find the cattle beneficial at these very
 

low levels of production one can be quits optimistic about the
 

The genetic potential
prospects for the industry in the future. 


of the imported cows is probably far above current yields. The
 

major reasons for low production have been identified as poor
 

management, poor milking technique and poor quality and inade­

quate feeding. The PUSPETA feed research and dairy training
 

an intensive effort into correcting thasu
programs are putting 


problems. The Evaluation Team feels this will bring Costs down
 

is not an
and production up. Twenty liters per day par cow 


unrealistic target for the long term if PUSPETA continues its
 

research and training supoort. It should do this but this invol­

ves costs that justify public subsidies.
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What about market prospects? Much depends on government
 

policy. According to the Directo; General of Animal Husbandry#
 

domestic production at milk was only 11% of overall consumption
 

in Indonesia (1981).
 

Current GOI policy favors Increasing the domestic share of
 

the market. It is the main rationale for the GKS? Credit package
 

program. But it is doubtful that the domestic dairy Industry can
 

flourish it it must compete pricowLe with Imported milk, most of
 

it produced with substantial subsidy. Current GO! policy, we are
 

informaed, is to require local milk manufactures to trom time to
 

tims increase the proportion of raw materials from local sources.
 

We were told that the target is to require 50% of manufacture to
 

come from local sources by the end of RepelLta IV. If that is
 

the case the market propsects for the Klaten dairy industry looks
 

very good.
 

3.5.3. Poultry
 

Poultry feed was expected to be a major output of the fted
 

%ill. The propsects are not good for sales of a complete poultry
 

unless anc until the PUSPETA feed research unit develops a
feed 


formula that is competitive with that of the major food coanLes
 

The feed unit now has a small flock of
that dominate the market, 


layers being used in testing different formulae but up to now
 

have not developed a competitive feed. The market ftr complete
 

in any case, be as large as expected.
feed for poultry may not, 


Most poultry growers prefer to buy the components searately and
 

feeds. PUSPETA ho had good success in morketing
mix their own 


grower;
extruded bran and ground corn to this market. Poultry 


especially like the extruded rice bran because the process In­

proves the pslatLbLity, reduces deterioration and stabilizes egg
 

production.
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If the foed unit is successful in developing a low cost, 

high quality completle-poul try fee-d, its-succ-ess inl -marketing ,will,­
depend on establishing a high reputation for integrity so the 

farmer will have confidence that the ingredients are as adver­

tiLsed and In the proportions advertized. This, as a farmers' 

cooperative, should be a major objective. 

PUSPETA has also been involved In other aspects of the
 

ppoultry business. For some time It sold day old chicks to far­

mer. Last summer it began collecting and selling eggs but on an
 

irregular basis. In lovember It made arrangements with P.T.
 

TrLtama (on egg supply company) In Jakarta to deliver eggs on a
 

regular basis. They have a contract to deliver 12 tons of eggs
 

each week, with deliveries on every Monday, Wednesday and Friday.
 

The price depends on Jakarta wholesale price on the date of
 

delivery so it fluctuates from day to day. The following chart
 

shows the egg marketing structure, typical prices received at
 

each level and services performed.
 

Table 11 1 E;g Marketing Services And Prices Paid
 

Aarketing level Services provided Price received
 

Ap/kg
 

Farmer Production 920 - 930 Brown
 

870 - 080 .hLte
 

AUD Assembles 930 - 940 Brown
 

Sorts 980 - 890 White
 

PUSPETA Collects 1025 9rown
 

Transports to Jakarta 925 White
 

from KUD
 
Arranges market
 

Provides extension
 

Provides packaging
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The present staff for this activity consists of 1 manager, 2
 

1 -asilstant , 2-permanent laborers. Equipmont-includes1 . motor
 

bike and 1 pick up truck. Eggs are shipped to Jakarta on a
 

PUSPETA truck. Transportation costa are Rps 25/kg. Depreciation
 

and other coats are Rps 50 per kg.
 

At the present time PUSPETA is collecting 30% of its eggs
 

from non-KUO members in order to fulfill its contract with PT.
 

Tritama, It pays KUO Rps 5/kg more than non KUDs.
 

Five KUOs are participating in the program. The Livestock
 

Unit in PUSPETA is organizing Kelompoks for this activity# giving
 

extension advice to producers and attempting to improve the
 

quality control, In initial shipments white eggs were sometimes
 

concealed in the bottom of the crate and crates were sometimes
 

under weight. These practices are being eliminated. Entry of
 

PUSPETA into the systematic purchase of eggs in these :UOs has
 

had an important impact on the market, PUSPETA advises the KUDs
 

daily what the current price is in Jakarta and the corresponding
 

price at the KUD and farm level. This price is posted at the KUD
 

office so farmers know each day what the appropriate narket price
 

is. Before this they were uninformed as to what the market price
 

was and dependent on the price offered by the private traders.
 

PUSPETA's entry has thereby stabilized the local market.
 

At the present time PUSPETA is marketing only a small share
 

of the eggs produced in the Kabupaten. The management intends to
 

seek out additional wholesalers in Jakarta in order to expand
 

their market outlets.
 

* 
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3.5.4. Clove Credit Program
 

In 1983 PUSPETA initiated a credit and marketing program for
 

farmers who grow'cloves. It involved only one KUO, in Kemalang
 

sub district, with 244 participating farmers in 18 farmer groups.
 

In the past these farmers, because of the need for funds at this
 

time of year, have generally marketed their cloves individually
 

to private traders before the crop was mature. The traders would
 

buy the unharvested crop on the basis of their estimates of
 

production at aprice well below market.value at harvest time.
 

Under the PUSPETA system farmer groups were formed which
 

contracted with the KUO. The KUD, in turn contractao with PUSPE-


TA for sale of the crop, with the KUQ receiving a 55 commission. 

Each farm was visited during the growing season to estimate 

production, as a basis for a pro-harvest advance of credit of up 

to 505 of the value of the crop. PUSPETA provided a total of Rps 

44,000,000 in credit to the KUD, which then extended this credit 

to the participating farmers as pro-harvest credit linked to the 

purchasing contract. hen the crop was harvested and marketed by 

PUSPETA on behalf of the KUO, farmers were paid the balance of 

the crop value. Farmers paid 3.0% interest per month, of wnicn 

1.0% went to the KUD. Thus, PUSPETA received 2.004 per month, but 

through an agreement with the KUO 1.15 was kept at PUSPETA as th3 

xUO's member savings.
 

Repayment on the clove credit loans is virtually assured
 

under this credit/marketing system and, indeed, in 1983 repayment
 

was 100%. The farmers received about Rps 2400 per kg for their
 

crop under this system, which was approximately RPO 1000 par kg
 

more than under the Previous system.
 

farmers generally viewed the program very positively.
Clove 


Uhilg some complained that the interest rate was higher thean bank
 

not available
 
. credit, it was ackmnouledged that bank cradit wes 

the traditional money
and the only other alternative Source use 




higher. Farmers who participated in
lenders and their rates were 


..the program benefitted substantially,..While the program did
 

include many small and medium farmers, some of the very small
 

farmers, with only a few trees, did not participate. In this, as
 

in other credit programs, the KUDs assume liability for loans to
 

some local autonomy in
the members. Consequently, there must be 


the selection of loan receipients. Credit worthiness is, natur­

under­ally, one criterion in the formation of the groups and so, 


standably, it is the smallest, most disadvantaged farmers who are
 

likely to be excluded in the process. While the Team does not
 

believe PUSPETA should, or could, usurp the responsibility of the
 

KUD for selection of credit receipients, it is recommenied that
 

guidelines be provided and practices monitored to encourage equi­

table participation.
 

3.5.5. Tile Manufacture
 

a hand-made
Tile manufacture is generally carried out as 


production process at the village level. Those who do this work
 

usually work in groups consisting of family members or relatives.
 

as
For those involved in this work this is usually their main job 


are generally landless and totally dependent on this activi­they 


ty. The principal areas of tile manufacture in Klaten are in
 

Caper 1 KUD and Cawas KUD, in areas that are rich in clay mater­

ials suitable for tile manufacture.
 

In our visit to Cauas 2 KUO we observed tile manufacturing
 

in a sub-village consisting of 31 families. Twenty one of the
 

families, who are involved in tile manufacturing, are landless.
 

As a typical example, we examined the economics of tile manufac­

ture done by a family consisting of a father, mother and three
 

They received credit from PUSPETA and the KUD/Kelompok
children. 


in the amount of Rps 100,000 at 3.0% rate of interest per month
 

for a term of six months.
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The production costs for 2500 tiles, the number produced in
 

each batch over a ten day period, and the income generated are as
 

follows :
 

(1) Production Cost Rps
 

2 1/2 truckloads of clay at Rps 1750/truck 4,375 

Firewood and transport costs 18,000 

50 kg of rice nusks for fuel 300 

Direct lator costs 6,000 

Interest for 11 cays (1/3 x 3tj x 100,000) 1,000 

TOTAL PRODUCT!O% COST IJ 10 DAYS 29,675
 

(2) Value of production (at Rps 23,000/1000 tiles)
 

(2.5 x 23,000) 57,500
 

(3) Gross profit per 10 days 27,325
 

(4) Gross Profit per month (3 x 27,825) 83,475
 

(5) Other costs 3,000
 

(6) Net profit per month 90,475
 

This is quite a satisfactory income relative to alternative
 

opportunities far thre family. The economic oatential for this
 

activity appears to 0e juite gooo as there is a continuing dem3nG
 

for the proauct.
 

Installment paVmer,t3 of i/Ct'n of the 1oan amount ar? made
 

each montn along with the intarist Dayments, so the entire loan 

is repaid oy tie end of the six montM porio!. if -II th1 tiii 

are solo1r',d i.i i j;c sto :::udcd tur0 nt 'H t'nn 

requIrec jo 1zr !S n., jn . it uff C e'tn t 

finance 3 1 ,osts f: untli of';:rtiun - thrr tcue. t I 
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not clear why the principal must be repaid in monthly instal­

iments. Presumablyp if Rps 100,000 is required in the first 

' '~ mnth, __tha~t m_ ch__w~i -asob requird in "the' -th-month J e~ 

*! presume that at the end of the first six month period, if all 

goes well, PUSPETA will provide another Rps 100,000 loan. 

3.5.5. The Embroidery Program 

The tailoring program initiated by PUSPETA is a new pro­

gram. The objective is to create productive labor for the 

unemployed in the rural areas, particularly young girls. At the 

moment the program involves only on& KUD, viz, KUD Pembangunan in 

Ceper sub-district. However PUSPETA plans to expand the program 

to other KUD in the region if their experiment in Ceper is suc­

cessful. Under this program PUSPETA, together with the KUD, ini­

tially selected 30 young girls to be trained for embroidering'and 

since then another 60 have been selected. These girls should 

meet the following qualifications : (1) be young, 14-22 years 

old; (2) have had no previous experience in sewing and tailoring; 

(3) be KUD members, and (4) come from villages surrounding the 

. KUD. The selected girl undergo training in embroidery arranged 

by PUSPETA. The training lasts approximately for one month. To 

* implement the program PUSPETA has worked together with an Ameri­

can Company in Bali. The company is responsible for providing 

the teachers to train the girls, the embroidery patterns and the 

materials and for marketing the finished product. PUSPETA sells 

the sewing machines to the girls on a credit basis, while the KUO 

provides the space for the girls to uork. The girls work on a 

piece work basis. For example, for e typical piece of finished 

product the PUSPETA will receive Rps 1,450. From this amount is 

deducted Rps 175 to pay the thread provided by the company and 

Rps 150 to pay the gross margin to the KUD. Out of the Rps 1,125 

that is left, Rps 1,025 is paid to the girl and Rps 100 is paid 

by the girl as installment for buying the sewing machines. Ulti­

mately the sewing machine will be owned by the girls individual­
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ly. As the girls work 
on a piece work basis their individual
 
income depends very much 
on how fast they work and this depends
 

very much on how skillful they are. On the average each girl
 
could 
 finish tnree to four pieces of embroidered blouse within a
 
week during the first week. This means that 
on the average each
 

girl will initially rece've income three fouran of to thousand a 
week or sixteen thousands rupiah a month. Their individual in­
comes will continue to increase as they improve their sk 111z. 
This program has good potential for e;xpansion. Tner., is a maret 
for the product and interest on th2 oart of thL? "'. n aro­
priate selection of particioants this oro';rm will also con-ri­
bute to t e so lut ion of you Z: u.mLCI 21en , -I 
Since tnpoe is a market for the_ Drcuct ins interest :;-I te rart 
of the QD for suport we sugeest tnat tne progra!,m s expanded. 

3.5.7. Certified Seed
 

a. Backoround
 

PUSPETA negan introaucing the certified 
 seed program in 
Septenter 11(2. Tnis program has tuo major puroosos : (I) to 
increase the suoply of quality seeas and (2) to lirrove produc­
tion and incomes oF rrers ir'ere;tec anc5 capoole of orocucing 
high quality seerds. ,11(e potLntiji area for in 1ementation of 
this project is one well irrioated or2 of he oupasen. Rice 

fields in Klaten fall in the following classes basco on the level
 

of irrigation
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: 15,683 ha.
- Technical irrigated area 


area : 14,615 ha.
- Semi-technical irrigated 

area 3,374 ha.
- Traditional irrigated 


33,672 ha.
Total potential area 


1,716 ha.
- Area dependent on rain fall 

i--l-----­

35,388 ha.
Total area 


The main considerations in implementation of the Certified 

Seed Program are the planting period and the capacity of PUSPE­

uo to
TA's processin5 facilizias. The processing unit can handle 

2 pe ried about 35J1 ,710 tonsf s2i each IantInr . 7t re-uirs 

noede to o:erate atha of r ce filds s zroLuce :ne seeds 

the total rice ;roducingcapacity. Tat meins only about 1.0'. of 


area is required.
 

b. Procedures
 

on the planting period
3ecause this program depends so much 

advance. The preparations madePUSPETA must make preoaration in 


by PPK PUSPETA 3re :
 

- PUSPETA offers the opportunity for joining this program
 

to 1f esr tnreu~nout the KUDs in the potential area. KUOs 

tne names of the farmers selected for participatiom in the
enli~s 


program nd the area involved and suomit tne information to
 

PU5PET A.
 

field evaluations in the areas.
PUSPETA carrys out 
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and
made between PUSPETA and KUDs 
- Contract agreements are 


farmers groups.

chiefs of the participating
between KUDs and 


the following provisions:
The contract has 


PUSPETA is responsible for supplying the seed and
 
a. 


other agricultural inputs required.
 

success of this project.

b. KUOs are responsible for the 


local coordinators are
 
chiefs of farmer's groups as 


all farmer
 
c. The 


coordinating and controlling

responsible for 


use only
that
in this program, insuring they

activities 


and sell
 
the seed that has bean supplied by PPK PUSPETA 


PUSPETA through KUDs.
the rice only to PPK 


sale margins are stipulated as fcllous
 d. The incremental 


Rps 2/kg
To KUD 


Ros 3/kg
To Farmers group 


RIos 5/kgTo Farmers 


The sales price is stipulated as follows
 
e. 


- If the Floor Price stipulated by the government
 

ket price, PUSPETA

is higher than the mar 


as sale price.
.rice
will 2c the floor 


than the narket
 - If the floor price is lower 


as

price PPK PUSPETA will use the market price 


its sales orice.
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Inspection and supervision is as follows :

f. 


- The planting of seed is supervised by PUSPETA, 

and BPS2 (Balai Pengr'uasan dan
farmers, KUD 


and Control
Renih - Seed Certification
Sertifikat 


field inspections during
Office). They also conduct 


the grouirig period.
 

- Harvesting is also supervised by the acove parties; 

they select the rice that qualifies as improved 

that does not meet their test can be 
seed. The rice 


sold for consumption purposes.
 

through drying, cleaning,

- After being processe 

riceksorting and a "thre month dorcnt aeriod" ,tie 

After passingtested and certi'ied by 3P52.
will be 

Lt will be packed in 5 kg rice-packs,the test, 

ready to be marketed.
 

the Seed Pronram
 c. Economic imoact of 


are to reduce shortages

The seed program's objectives 


end quality of rice
of imoroved seer, inoro've t,;e quantity -ro­

croo values. in 
duced and improve fermero incomes through hinner 

' j;s ]43,1i3E kr of dry
1983 seed ;jroduction 1nder tnis rore 

husk rice (,]') vilued at Ppt 111,7-7, 53. Ths uric oroduced on 

250.5 n , meot ; " 0i of 2UJPA': zanac it/. Frmers f ro 7 KDs 

The areas involved from 2acn KUD 
in tie program.
participated 


were :
 

: 37 ha.Perdu KUD 


: 12 ha.Jonosari KUD 
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0elanggu II KUD 	 : 24 ha.
 

: 32 ha.
Gantiwarno KUD 


Polanharjo KUD : 43,5 ha.
 

Teloyo KUD : 120 ha.
 

Nardi Rahayu KUD : 12 ha.
 

Total area 20,5 ha.
 

Compared with the capacity 	of processing, that is 350 ha. of rice
 

seed program has reached 30.14, of its
fields, it means that the 


capacity.
 

The most successful AUD, with one of the largest areas in 

this program, was jolanhardjo KUD. We have calculatet :he inpact 

of the seed orogram on the development oi eccnomic activitis in 

this KiD as follows
 

a. Total area 	 : 43,5 ha.
 

b. Type of Varieties 	 : Cisedane, IR 36.
 

c. 	 Total participants : 196 farmers, from one village.
 

PPK PUSPETA are
d. Agricultural Inputs supplied oy 
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Component Quantity Price
 

Stock Label Seed 710 kg Rps 241 ,075 

Urea 13 ton 156, O(JO 

TSP 9 ton 765,000 

Systemic Pesticide 360 kg 153,OUO 

Liquid Pesticide 90 it 137,250 

Total value of agriculturil inputs
 

received by 195 farmers : Rps 2,963,125
 

or 	in aver2ge Rps 14,50r/farmer.
 

e. 	 Total proc2eds = 293,596 I:g husk rice J Rps 100
 

Rps 52,347,280 or an average Roz 269,529/farmar.
 

f. 	 The average income of each farmer was
 

Rps 259,529 - Rps 14,500 = Rps 255,021 for one 

planting period or in threc months. The ave:age income 

of eact farme per month : 1/3 X lips 255.021 z 

Rps 35.007. 

65
 



IV. PROBLEMS ANDISUE
 

4.1. Possible Deviation from Original Plan
 

The Project Document plan had a budget of $6 million from PL
 

480 Title II sales for support of this project. The Transfer
 

Authorization provided commodities to generate only $1.3 million,
 

* 	 plus interest which has added another $168,915, for a total of
 

51,48 million available for the project -- about 25% of the
 

planned budget. While this sharply reduced the funds available
 

for project inputs this has not been a problem. Financial re­

sources have not been a restraint. The Project Document uas
 

unrealistic in its expectations of what objectives could be
 

achieved in a three year project. It underestimated the diffi­

culties of introducing sophisticated feed and livestock technolo­

gy. It has not been possible to proceed with some elements of
 

the project without first doing considerable iesearch to identify
 

and solve some of these problems. Therefore, the lower funding
 

level has been adequate for a prudent pace in developing PUSPE-


TAG's business activities.
 

The Project Document was overly optimistic about how suc­

cessful preYious efforts to reorganize KUDs in Klaten Kabupaten
 

had been. PUSPETA management has a plan for restructuring the
 

KUDs to provide better representation by the Kelompoks in KUD
 

policy making. However, the plan has only been implemented
 

partially. One major reason for this delay is the fact that the
 

PUSPETA management does not have the legal basis to implement its
 

plan. While, as a central government project PUSPETA management,
 

by definition, is free to carry out steps which are necessary to
 

implement the task assigned to PUSPETA, to implement this task
 

PUSPETA must have a well communicated legal sanction from the
 

Ministry of Cooperatives. The Team feels that unless PUSPETA
 

management is able to get written support for its plan from
 

officials it will never be able to carry out its reorganization
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Without a written sanction the political risk

plan completely. 


for PUSPETA to implement its reorganization plan is just too
 

high.­

that the Team suggests the management
There are four things 


of PUSPETA should do to complete its reorganization program.
 

san-

First, PUSPETA should secure within a short period a legal 


ction from the Director General of Cooperatives to reorganize 
and
 

Second, meanwhile PUS­implement its reorganization plan fully. 


PETA should start a training program in various 
aspects of coope­

for the Ketua Kelompok (Chairman of the inte­
rative management 


should be
 
rest group) that it has established. This training 


considered preparation for the possibility that they might be
 

selected to represent their group/village within 
the Board of the
 

PUSPETA management should
 
Cooperative. Third, simultaneously 


speed up its plan to increase the number of KUD representatives
 

create
 
in its Board of Directors. This is important in order to 


of
 
a feeling among KUD membtrs that PUSPETA is part and parcel 


entity

the cooperative movement in the region and not a business 


Fourth, the Team suggests that PUSPETA
 
separated from the KUD. 


at
take all these steps within this year and 
management should 


the latest at the early part of next year.
 

4.2. Beneficiaries'
 

are two types of PUSPETA beneficiaries,

In practicu there 


KUDs. The
 
Viz the KUOs and the farmers who are members of the 


Team finds that the presence of PUSPETA in Klaten has been advan­

training and other
 
tageous to the KUDs. PUSPETA through its 


able
 
program such as the marketing and credit programs has been 


to improve KUDs' capacities to serve their members. KUO member­

the volume of business
 
shio has increased by 178% since 1981, 


in 1982 over 1981 and by

conducted by KUDs increased by 51% 


the KUOa (3HU)

another 15% in 1983. Meanwhile the savings of 
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increased by 425 in 1982 and by another 45% in 1983.
 

It is difficult for the Team to evaluate the impact of
 

PJSPETA program upon the farmers in general, as there is no base­

line data as a source of comparison. But despite this, the Team,
 

after examining the various programs that PUSPETA has initiated,
 

concludes that PUSPETA has at the very least bean successful in
 

helping the landowner farmers in providing services more
 

economically attractive than through other sectors. Programs to
 

help the very poor and landless are still limited to a few new
 

programs, namely the embroidery, the tile making program, and the
 

egg marketing program. Once successful, the dairy feed and milk
 

marketing program will also assist greatly as current dairy cow
 

owners have limited or no land. Other programs in agriculture
 

appear to be more beneficial to farmers who own land.
 

To improve this 'imbalance' the Team recommends two things.
 

First, the management of PUSPETA should give more priority to
 

programs that directly affect the landless farmers. There are
 

various programs that PUSPETA could generate to assist the land­

less. Second, a special landless kelompok (group) should bo
 

established to enable PUSPETA management to assist them. To
 

carry out this program the Team suggests that PUSPETA should wo:*k
 

closely with the LP3ES in Klaten which has 'ixperience and expur­

ties in developing programs for the rural poor.
 

The team believes it is necessary for the PUSPETA management
 

to have more programs for the poor as this will assist to gener­

ate a feeling among the poor that KUD is also relevant to them.
 

With regard to the transfer of technology, the Team views
 

the efforts of PUSPETA to conduct training for the dairy farmers
 

is commendable, as this program would in the long run improve 

the income of the dairy frmers, most of whom are small farmers 

with 1es than 1/2 ha. of land. Tho Team recommends that this 

program should be expanded with close cooperation with tho Qapar-
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tment of 	Animal Husbandry UGM.
 

4.3. PUSPETA Compared ToPueat Pelayanan Koperasi (PPK)
 

Conceptually there is a major difference between PUSPETA and
 

aimed at
 
PKK. While both are government sponsored projects 


serve their members, the major

improving KUDs' capacities to 


organizational differenbe lies in the relation that each has with
 

PUSPETA has a great deal of autonomy; it is allowed to
 
PUSKUD. 


is able to gmnarate its
 
carry out business transactions and thus 


Since PUSPETA is not strictly a branch of PUSKUD it
 own income. 


can plan 	its activities according to local needs.
 

PUSKUD.
 
Quite the opposite is the relation between PPK and 


a branch of PUSKUD at the Kabupaten level.
 
PPK is considered an 


ronsequontly, Rz indicated by the manager of the PPK in Boyolali,
 

PPK can not have its own program. Neither;is PPK allowed by
 

gene-

PUSKUD to conduct business activities as PUSPETA does to 


PPK's business functions are strictly

rate its own income. 


behalf of PUSKUD.

limited 	 to distributing commodities on 


factor that makes PUSPETA different from PPK is that It
 
Another 


This has put PUSPETA in a
 
aid from 	foreign agencies.
receives 


terms of its finan­
more advantageous position than PPK both in 


cial situation and expertise.
 

other areas? The Team is
 
Is the PUSPETA model replicable to 


that PUSPETA Klatan has demonstrated the validity 
and
 

satisfied 

It has demon­of some key features of the model.
replicability 


the validity of having an autonomous secondary coopera­
strated 


need for 

tive operating at the Kabupaten level and the good
 

to develop and support
management, working capital and facilities 

within
 

economic 	business activities for economic interest 
groups 


* the KUO. 
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One part of the model that was emphasized in the Project
 

Oocument was the reorganization of the KUDs to develop broad,
 

strong, participation for "bottom up" development. PUSPETA has
 

not been very successful in making su.ch changes but it has demon­

strated that services and benefitc to members can be significant
 

without major changes in KUD organizations. Though the Kelompoks
 

have not achieved representation on KUD plenary committees they
 

have been able to participate in and enjoy the benefits of busi­

* 	 ness activities supported by PUSPETA. In as much as this is a
 

pilot project intended to serve as a laboratory for finding
 

better ways to provide services to the KUD it perhaps ought not
 

to have a committment to a particular doctrine but rathe to
 

evolving 	a practical system that works well. The Team feels that
 

PUSPETA is evolving a practical pattern of operation but finds it
 

unfortunate that it has not yet developed a plan to document
 

systematically the various steps they have taken in organizing
 

service the KUOs and the results of these steps.
activities to 


The PUSPETA experience is unique and valuable and it should be
 

well documented in a way that will make it possible for other
 

organizations to make use of this experience.
 

4.4. A Management Information System
 

The Evaluation Team was requested to "assist PUSPETA manage­

ment to develop an info;imation system to be used by PUSPETA."
 

The Team learned that CLUSA is planning to use some of its funds
 

to purchase a computer system. A computer programmer who has
 

helped develop a system for LUWU is scheduled to come to laten
 

in March or April to help design an appropriate system for main­

taining accounting, inventories and financial information for
 

PUSPETA and the KUDs. That should take care of many of the man­

agement information system requirements.
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One. weakness that PUSPETA management is currently facing is
 
that they do not have a comprehensive system whereby they can get
 

.. .manage,hinformationef rom:.the--.
armors and--KU~s to-,-.nabl'e-.-.the
tand 

manegement to design programs that reflect the 
 felt needs of
 
PUSPETA clients. 
 To assist PUSPETA to correct this weakness the
 
Team suggests the following :
 

The management should conduct regular surveys at the village
 
level with the assistance of the KUD's manager. These surveys
 
should be aimed at collecting data concerning the programs 
that
 
each KUD in the region would like to develop, and plans for which
 
each kelompok within each KUD would like to get assistance from
 
PUSPETA. The information collected from the survey should then
 
be used by the management to plan PUSPETA activities. PUSPETA
 
management then should discuss planned activities with repre­
sentatives of the KUOs and Kelompoks. 
 This will not only allow
 
the management to know whether their plans reflect the felt needs
 
of their beneficiaries but will also to get the latter, committed
 

to support the plans,
 

The next step to be taken by the PUSPETA management is to
 
monitor the implementation of the program. 
 To make the monitor­
ing easier, management should design a simple form which can be
 
used to collect information on problems faced by either the
 
Kelomook or the managers of KUDs in implementing the program;
 

information concerning who really gets the benefit of 
 the pro­
gram, etc. PUSPETA management should then discuss the data
 
collected with managers of KUOs and together they find
should 

ways to correct mistakes or misdirection in the implementation of
 

the program.
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4.5. prote.* Implementation and Monitoring
 

Appendix E of the Transfer Authorization is an agreement
 

CLUSA and the Directorate General of Cooperatives (DIT­between 


JENKOP), the two co-sponsors of the project, on Operational
 

The agreement spells out
Guidelines for PUSPETA Klaten Project. 


each agency for implementation of the
responsibilities of pro­

ject. Both agencies are represented on the Temporary Advisory
 

Board (TAB), which operates as the Board of Directors during the
 

until PUSPETA Klaten achieves legal status.

transition period 


a month and has full power to hire

The TAB meets at least once 


managements set policies and approve oudgets and expenditures.
 

that a Committee for Coordinations
The Guidelines also state 


set up within the Department of
Planning and Evaluation would be 


up meetings
assist PU3PETA Klaten in setting
Cooperatives "to 

when necessary, to
 

with governmental departments and agencies, 


facilitate coordinating efforts and to assist in project 
develop­

dem-ed to be

ment." The czmmitta@ es nover formed as it was 


to what both parties felt were fluent routine
 
unnecassery due 


aoth parties have also reques­project-department relationships. 

oslete the
ted amendment of the agreement to USAID which will. 


passage requiring the committee's formulation.
 

the CLU!A representative main-

Until the summer of 1983, 


tained his office and residence in Jakarta, devoting much of his
 

the
 
to developing ano'maintainLng good communications with
time 


GOr offices. A
 
Directorate General of Cooperatives and other 


junior CLUSA employee was stationed at Klaten as project coordi­

last September, the CLUSA representative nos estab­nator. Sinct 

there. The
lished his rosidince in Klaten and opened an office 


team feels t:'at this is a good arrangement. The working rseLrIon-


Is
 
ship boetwet the CLUSA representative and PUSPETA managemoent 


excellent anJ the CLU3A representative has a very intimate know*
 

ledge of proJdct problems and operations. At the same time, the

* 


in Jakarta and

CLUSA representitiuv still maintains an office 
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makes frequent visits to the Capitol. The communication and
 

working relationship between CLUSA and the Departnent of Coopera­

tives seems to be very good.
 

The ,iinistry of Cooperatives takes a great deal of interest 

in the PUSPETA <Katen project. The Director General, the Chief 

of Research and Development and several Directors in the linistry 

attended a meecing at Klaten on Fearuary 11ti to discus the 

results of the evaluation uit.n Team members. The Director kena­
ral told tne T an that the [7 i-oing j is ,r to findta .je 


answers to imoortant policy questions. They ar. trying to find 

better uay to . to the KUD -2d(j' , -ar2 .­r ._s ,sia 

ly interested in toe questiorn of whether h 1con-ary(1toe(JD Y' 

Co0Qe rat3Vle ) snuL 0 e re-- 2 -1t te rovy nccai3r t. o iupaten 

level. This project i a laboratory to ansuer such questions and 

he thougnt 3 : antinue in t his role for Leveral more 

years to provide ansuers to some of these important policy cues­

tions. 

Responsioility for monitoring the PUSPcTA Kieten Project on 

behalf of the Arency For :nslrnatianal ?'evezment uat autnosi:.:o 

to USAID/indonsia. The Tean has noted t2 c amrns-e2n :r 

Audit Te2 t;: Inti' .nil, 13K, neither - : 

ton ,e mor int r inr th. r 7 . no i l 1 3snot a,are or0 any 

suco 12fjrion r-ena.0, LCZT:arlyi 'ith 3rv>: in if "he 

Author. ition :eouirinn a ciuartarI.', ":rjoess and Fn -ncial IRe­

oort " 1a,,2e :ir 2 "i r -ar" ,r2 :,2 ...roi,,' ;x:a e: t1 r: r 2ss, 

implernentati,:n pr 2ln'.; n Dpro jer:t .?< 1,:ri t jr'.1 . 

Some of the PUJPPITA s affI i,iicted that they felt tne AID 

Audit report had been inaccurate eind unfair and done in a tone 

that t-at orin ralizin I . TL, staffaSr Jom noee 3, thatarcatC 

Cospite the early prooles of dr!velooing PUSPETA, USA D has 

consinued to pro vide f an c 1.1i t uu o s U cx,t" n CLUJSAor h3s t.r.d 
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V.i . .. .. . .. .. . . . .. ..
 

support for assisting the project.
 

4.6. Extension of Project Support
 

The scheduled termination date for CLUSA assistance from the
 

PL 480 grant is June 30# 1984. As of December 31, 1983, only 751
 

of the funds available from that source had been spent and the
 

remainder could not prudently be spent by next June. The CLUSA
 

representative has projected how funds in each line item would
 

best be used and his analysis indicates that an extension until
 

December 31, 1985 would permit a good allocation of funds by that
 

time. The Team feels Advisory and Consultancy Assistance from
 

CLUSA should also be continued through 1985 Lo give PUSPETA staff
 

more time to refine its administrative structure and introduce
 

the recommended management information systems. By that time
 

PUSPETA should be able to stand the test of operating without
 

advisory services and uithout CLUSA and GOI subsidies.
 

4.7 Financial Viability of PUSPETA
 

4.7.1. Policy of Administrative and Financial Oeoartment
 

As stated in the previous chaptert, despite having the same
 

function as PPK, that is to provide services to KUDs and farmers
 

An line with the coooerative movement, PUSPETA has important
 

differences from PPK. One of the differences is that PUSPETA is
 

allowed to do business and make a profit. Based on this, PUSPETA
 

established an Asministrative and Financial Department for dea­

ling with financial and personnel affairs. Because of PUSPETA's
 

diverse activities, it is obvious that this department Plays an
 

inportant role In handling the development of PUSPETA as a uhole.
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For managing the activities, the Administrative and Finan­

cial Department has established several po.icies. According to
 

the manager of this department these policies are :
 

1. 	 The strict inflow and outflow control of money
 

in order to implement a tight financial policy.
 

2. 	 Controlling all implementation of financial policy
 

3. 	 Maintaining an informative financial and administrative 

reporting system. 

The controlling and the informative repofting system can be 

described as follows : 

Table 12 : Financial Reporting 

Time Controlling Reporting 

Daily Stock Report Stat-mtenz-

Ueekly 	 Cash FIou Stt3iment 
-gale2 io ui fe tat men
 

Receivao!c.s Analysis
 

,1onthly Operating statement
 

Production 'Joume Report
 

Profit and Loss Analysis
 

Cash 2nd anr< Ire-ort 

Quartarly -alanc' ih, t ni roaft 

and Los; [!:orz 

Yearly Physical 3tacP Tmking 
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4.7.2. Financial Analysis Approach
 

Several financial analysis approaches are used to evaluate
 

the viability of PUSPETA's financial condition. The approaches
 

utilized were:
 

1. Financial Ratio Analysis
 

2. Fund Flow Analysis
 

3. Profit and Loss Projections
 

Various sales 2nd proca3sinq activitirs parformed by PJSETA
 

interrelate commodities Prccured and manufacturej and tne final
 

product solc. These include f il ccm, o ctis ha nclude input 

from several procuranent activities and/ar Final araouct Outaut 

sold -hrouan :-,o57 tnan one actiJi-, runan cansuc:: jan, lrurinck 

feed and oy-productL fro,; single -r co nrc 3a inouz, -_; s sndary 

processing, re far 3u1,j . Lxo a n J 3 f. au r3m-en ,rcir 

cost deliniazion Letueen tnese activiztes incivicua iy i: siffi­

cult. T4u-, e ana y3'2z di7l osnoine cst nrn nc vialitynnu Z 

deternination Sf in.:err-letc 2 c, iJv 5 

4.7.3. Financial Analysis Patios
 

1. Liouidity Ratio 193 1982 

Current io 399_,J 553,
 

Cash Ratio 81, 279%
 

Acid Teot Ratio 193S 370',;
 

Working Capital to Totl Asset
 

Ratio 42,
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II. Leverage Ratio
 

Total Debt to Equity Ratio 90% 140%
 

Total Debt to Total Capital
 

Asset Ratio 47% 58%
 

Long term Debt to Equity Ratio 63% 109%
 

III. Activity R~ti;o
 

Total Assets Turnover 1.27 times 0.78 times
 

Receival Turnover 10.22 times 6.23 times
 

Inventory iurnover 6.98 times 4.39 times
 
Jor!<inr2 Caital Turnover 3.04 times 1.33 times 

IV. rfitabili t R Tuo ve 

Grcss Pr ofiti argin 15% 14.44, 

0ne r3in :atio or-,e 0.2 (-3.32 

Operatinr- atio 99.1i 103.3S 

,.e t Proft .]-1r n 2.95' 1.15 

;et Ea:ni n ouer 

(Rate of Return on :nvestment) 3.94* 0.901 

Rate of Return on 'let Jorth 7.49' 2.171 

From the financial ratilo analysis ue can conclude as follcws 

1. Liquidity :
 

The liquidiity of PUSPETA decreased in 1953 because of in­

creased us2 it fan/an- for inventories. luchOuncs 7ercianOlu 

of current assets accumulated in merchandise inventory (34.472d) 

and account: reciiv\it (Z'.25) categories. Tne zomposltion of 

currant assetns wre
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1983 1982 

Cash/Bank 20 .21% 50.33%1 

(Bank ,PPBNotes) 12.17% 6.73%
 

Account Receivable 28.25% 1.50%
 

Accrued Income 1.20% -


Prepaid Expenses 3.70% 3.04%
 

lerchandise Inventory 34.47% 23.40%
 

Total Current asset 100% 100%l
 

The composition of current assets in 1983 was better than in 

19d2, out r,,avin,, 20.21" of Current Assets in the casn/tank ac­

count indicata: soime idle funds. Is a !;hole, P[13PETA's liquidity 

was adquat: to :over the short term oouigations. 

2. So lvaoiiit, 

The ratio betueen Eauity and Total asset to the Total debt 

in I983 was :ctter than in 1032. Snort term and long tarm cebt 

can be covered by current assets. One of the reasons uas that 

PUSPETA iacnaived cr-fitatility in 1 'j3 while creatiro a eCcrocla­

tion reserve. 

3. Profitailty 


Gross Orofit and Opoerating Tncome ootained by PPK PUSPETA 

Uere still lou. This uas due to tne lou ooera3inn margins and 

priority of )rcviding goods and services to KUDs at compaettjve 

rates. ihe rate of datumn on , nves-,ent wac low only 3.2,4 , r 

annum. 
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4. Activity Analysis
 

The activity of operation was reflected by the 
turn over of
 
working capital, uhich was 
3.04 times per annum or once in 113
 
days. This turnover increased compared with 
that of 1982, when
 
it was 1.33 times or once 
in 271 days. But we consider that the 
working capital turnover in 19a3 was still slow ccmpared with the 
rapid growth of tusiness. It is understood, however, thiat this 
was due to the sales policy followed sy the management For sea­
sonally 3tDringi sn] E ty:es of conmnoi iec such £ ancs Cov'e 
seeds, v ;,n !: , uaitin, fo- toe nost prof taLe tine to 
market tneo Se cs , o o3Cc -= :o1i2n tnrou3n :eaon to 
meet dormancy rocuirenents before ttbcy can oe rarketed. 

Statement orF Func- F -atnnIysis (Tps 1:900) 

Source of Funo
 

1. Profit 
 : Rps. 50.255
 

2. Depreciation 
 51 .996
 

3. Ex CLUSA 
 : 212.449
 

Total of fund 
 Rps. 324.700
 

Aolications :
 

1. Investment in 

Land 
 : Ros. 15.667 
Building 
 55.673
 
lachinery I Equipment: 214.755
 

'Jeicle * 25.966 

(fflce quipmernt 33.945 

OtmorI:Sat1.300
 

Total invetment 
 Rps. 347.339
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2. Long term debt installment : 	 20.000
 

Total applications of fund : 	 Rps.367.339
 

Decrease of Capital 
 Rps. 42.639
 

Working capital decreased because it was used to increase 

PUSPETA's fixed assets in the amount of Rps 42.339. It is calcu­

lated as follows : 

1983 	 Current Assets : Rps. 708.67q
 

Current Liaoilities : 177.754
 

Jet working capital 	 Rps. 530.925
 

1982 	 Current Assets : Rps. 700.094
 

Current Liaoilitles : 126.530
 

Rps. 573.564
 

The decrease of working capital Rps. 42.639
 

There has been an increase in fixed assets ourchased jith 

funds from jorkling capital. From the financial manaement vieu­

point it 3ppuars tnct PUSPETA i5 gradually reducin; it. iquicity 

for aquz tion of fixo -ozsetn . Such a sol -,-y-:ou: e -uardo 
in the future2 to insureenough liquid funds for future orincipal 

loan 3mortizaz.on. 

4.7.4. 	 Profit and Ltos! Profection
 

The term profit in tnis discussion refers to tne net income, 

or what i callec ':1U (Sioa Hasil 'Jana). To estiate the pro-
Jectior, of profit anc loss for 19n4 we look uack at the actual 

value of Lales volume in 1I-,3 comarno witn its Dudget. The 

00
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total value of sales volume reached by PPK PU5PETA was Rps
 

1,698,425,533.84 compared with the sales budget that was Rps 

2,300,d00,000. it means that 7<i, of sale3 budget has be2n rea­

lized by PUSPETA. For the activities Fs n iJd4 PPK USPE TA has 

stipulated tne sales oudget in the amount f :J,0,7,Th2. 3ps 

(see Appendix 2) Suided by ttie PUSPETA' ;Jrevious activities and 

taking into account its existing condition we make assumption as 

follows : 

a. To project the total amount of sales tnat will be needed
 

in 1934 we assume that 7,, oF sales will :e realized. So, the
 

projection of the value of sales will no 74<- X Rps
 

4,053,637,%02 = rps 2,gJri,72,3,325. 

0. Assuming that the net profit margin obtained in 1334 is
 

the same as that of 1'33. The net profit in IIh4 Jill be
 

2.95 X Rps 2,999,723,525 = Rps 32,492,000
 

This amount will include other income in the anount of Rps
 

54,025,470 which come from
 

Credit interest : Rps 12,000,000 

Checking account interest : 635,7!0 

Subsidies : 

Ex CLUSA 20,515,750
 

Cooperative Dept. a,460,00
 

HPI 12,413,000
 

Total Rps 54,025,470
 

From the astimation above, we can conclude as follows 
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1. Net Omeratina income :
 

The incume generated from oppratiuns will be
 

Net Protit "]3r'in Rps 88,492,000 

Other Income, including 

subsidies 54,025,470 

Estimated net operating 

income 34,465,530 

2. Long Term Debt installment
 

Accordin, to tne Loan Agreement Jo. RDI/021/001/1981 dated 

December , 121 t 2. 1epartmientPFinance of the Repub ic ofof 

Indonesia ha-- proviued PP- PUSPETA a long term loan in the amount 

of Fps nitn :at- f int2reui 2r annum.33 0,iC, 3, From this 

ariount, Ips 424 ,(3F0 2 00 has oeen This 3,;_r _n,-d::bur.ed. men t
 

the ,ICC,nC] 'jil 

be startedi in june 1, 1 8" and reaai in _very semester, until 

Qecemoer 123j, or in 12 installoent: with the amount of ios 

52,500,O00/semester. In connection with this agreenent, in 1334 

PUSPETA ia: tina ooligaticn to r2-ay :jo (2) inztalmenzs. Ti-e 

are : 

stated that -,1; 3aymento h acunt of ?s 'E3 

June 1, 1934 : 1/12 X .;s 425,000,0CO = Rps 35,415,367
 

Decemoer 1, 1324 : 1/12 X R p ,25,000,300 = R~s 35,4I ,3;7
 

Tota! r1s 7 , 77 

The interest of this loan ha bOeen calculated in the oreratin 

expenss. Soon from the llcuidity position of the ,ilance Sheet. 

there will not great in meeting ...... ooliqations.ou difficulty e 
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3. The Role of Subsidies :
 

To carry out its operation, PUSPETA has been provided subsi­

dies from CLUSA and from GOT through the Cooperative Department.
 

These 	subsidies are fully used for salary and wages. The data on
 

subsidies are as follows :
 

Table 	13 Source of Subsidies to PUSPETA (Rp.000)
 

Year 	 Cooperative CLUSA HPI PUSPETA Total
 

Deparmcnt (non-sutoidy) 5alary
 

1933 7.080 10.75 M1.033 62.35 - - 17.505 25.20 35.809 

I 34 8.430 3 2 0 .515 1a .7 1 .413 12 .0 51 333 52.71 10Z.713 

1983 	 - The Tahle sno': that the role of susizies -2s pri­

marily to contribute .o salary and wae payments. From t:le total 

salary of iio -.u.752, 73.11" of this omount jas contri:utod 

by subsijes f ron o: one CLUSA Tha rest uao pai' by PUP.T 

itself from its income gneration or 3,J. 

1C4 - 1. Subsic'y from oooerte iartment : This suOsity 

is .ud;ctd oy 301 through the Cioosrative _a:artmcn so It is 

likely to te uontinueO until PUSPETA reaches its seif-sustainlng
 

status.
 

2. 3ubsid,/ from CLFSl PUSPETA has tujgot2d for 

LSA 23. S U1 :uIsIy -,,r'. tj ci to : 2045 , 700JU total 
annu al suosidy at trne.) qir]nnlnr of theu year ,#a3 :;s 41, 33,SOC, 

or 	 s 1 2 n a nt II be 
'3, 3 - -uarrlr] y ;vio. ocucad 

accorcin to -heI fol.l o0ajiln - cnoaul 
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Quarter ! 
 : 80 X Rps 10.25J.375 
 = Rps 8.206.700 
Quarter II : 60J 
 X Rps 10.25J.375 5.155.025
 
Quarter III 
 40,J X Rps 10.258.375 
 4.103.350
 
Quarter iV : 20,1 X Rps 10.258.375 
 2.051.675
 

Total per annum 
 Rps 20.516.7S
 

3. Subsidy from IPI: 
According to the nanager of
 

Finance and Admi.nistrative 
 ent,rt,
Ft e iiP1: :uIj~idy snould
 
be considered not 
as a :uJsidy from HPI 
but as a receivatle from
 
a non-Ousines,, non-income 
 n acji ty thit PLJ3PET. has 
prefinanceO. 
 PUSPETA ha: budgeted the grant, from HFI be
to 

utilized for training ano dcmons.t-icn 
Jurzo23s. 

,It is clearly 
 shoun through Table 13 
that the oubsidies are 
gradually ceing reduccd, 32pecially the suzizi 'from L.,. in 
other uoros, cespite the 
"act that sut~si-ies are 
still nelful to
 
cover it -,ra3i na. PP,-" PU3PETA is r2ducin] its -eoan­
dence on su Xiji,?s. 

V. Recommendation
 

1. T7hn PUSPETA proJect is 
in unusual laboratory for the
 
pract cal t -tlng 
 of organizational mangnment concepts 
as :,ell a:
 
improved agricultural oroduction, 
 proccss:nq and marketin- tech­
nology . eaar-ment of rucu1 tur and ni:>. :us ,-n3y and fI­
cultios 

Ci . it 

of 

in 

'adCJin 0adj Un jerr tf so:jiu 1 
t:o " oi:arn ind traijriin;, ict' 

2o: nco 

it, 

ur 

o" 

- ot : saar i-

P1JJ;) TA For 
their mutual benefit. 
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7-7 -- 20 PUPETAengagesin business activities asa service to 
the KUDs and members. Income in excess of the cost of providing 

the services are in a very real sense not "profits" to PUSPETA 

but savings on behalf of the KUDs and members. It is recommended 

that PUSPETA emphasize the savings and capital formation nature 

of this net income for its psychological value in promoting 

better appreciation for PUSPETA's service relationship to the 

KUDs and members. 

3. Legal, -cultural and social constraints to reorganizing
 

the KUDs limit PUSPETA's ability to effect oroader participation
 

among the various social strata and economic interest groups in
 

the villages. However, PUSPETA should do whatever it can within
 

these limitations to foster broader participation and more demo­

cratic control of the cooperatives. Among the activities recom­

mended are : (1) Broacening of the participation in the training
 

program for managers and board members to include farm leaders
 

and potential leaders to give them a broader vision of how the
 

cooperative should work for them; (2) identify business opportu­

nities for which a wider range of interest groups can participate
 

actively as members of kelompoks; (3) identify business activi­

ties suitable for young people and organize Kelompoks approprite
 

for them (as for example the embroidery activity for young wo­

men), not only to provide economic opportunities but to give
 

training opportunities in cooperative operations to young poten­

tial leaders.
 

4. The Project Document prooosed that a base line study be
 

implemented early in the projoct. This was not done. Such a
 

study would have been helpful to the Team in measuring progress
 

up to now but even more helpful in the implementation of the
 

project by providing base data on important social and economic
 

Characteristics of each village. Such a base line study would
 

still bv useful and the Team recommends that it be done as soon
 

as Possile and followed up by a *yteam of regular reporting from
 

the Kelumpoks through the KUDs to PUSPETA, providing information
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projecting

useful to PUSPETA in identifying services needed and 


.,nd cther 5ervicas.
requirements for credit 


the most orderly ancr Jrtudent use of funds remaining
5. 	 For 

it .J recomnended that the
P.L. 4-0 Titl- 1I Grantfrom the 

'.)j2 tA>2 und of December, 1985. It
dat"? for dis3btil'lu rientterminal 

o :t be continued
is also :-3cc;v1nF' tr,,,t CL.1), ' , 1 i,-ory;v y u 

per io ce usedanu that tnl t,xtended D	 
PUSPETAthroug~h 2 n 'ar. 1j l3.1" f " - C)C .7.n'-t! 
PUeTalso to 30:i:: -,- !ini':tr' ,o COue :.tioeo c3numh l' "o 

;ener3tin business
 
Klaten experLences In ejeveloping income 


)olicy imolications.
in azsssing their
activities and 
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GLOSSARY
 

APEGTI Associz ion of Sugar and Flour 

Distributors of Indonesia. 

BPSB Balai Pengawas Dan Sertifikasi 

Benih/Seed Certification and 

inspection Center 

BRI : Bank Rakyat indonesia/Indonesia Peoples 

Bank 

3ULOG Badan Urusan Logistik/Logistics 

Management 8uard 

Bupati : Chief of Governmental Regency 

Camat : Chief of Governmental Sub-Regency 

LUSA : Cooperative League of the U.S.A. 

Desa : Village 

DOLOG : Depot Log2.',tik/3ULOG Substation 

GKSI Gabungan Koperasi Susu 

Indonesia/National Dairy Cooperative 

Kabupaten : Regency 

Kecamatan : Subregency 

KUD Koperasi Unit Desa/Village Unit Primary 

Cooperative 

P.T. Sari HuIsada : Yogyakarta Ililk Processing Plant 



PL 480 Title II Methodology by which PUSPETA 

Received Foreign Financing 

Project 

PUSPETA Pusat 

Level 

Koperasi Unit Desa/Provincial 

PPK Pusat Pelayanan 

Kabupaten Level 

Center Project 

Koperasi/National 

Cooperative Service 

PUSRI National Parastatal 

Production, Import 

Company 

Fertilizer 

and Distribution 

TA Transfer, Authority : Oocumentation 

Transfering PUSPETA Project- Commodity Financf 

Assistance 

TAB Temporary Advisory 3oard : 

Initial Phase fanagement Body 

PUSPETA 

TRI Tebu Rakyat Intensifi1,si/Oovernn.nt 

Sugar Intensification Program 

UGI : Gadjah Hada University 

USAID United States 

Developmen . 

Agency for International 

It* **it ififi Ifit. i * * 



APPENDIX 1
 

PARTIAL LIST OF OFFICIALS INTERVIEWED DURING THE EVALUATION
 

1. 	 Director General of Cooperative Business Affairs
 

Department of Cooperatives
 

2. 	 Director General of Animal Husbandry : Department of
 

Agriculture
 

3. 	 Chief of Cooperative Research and Development
 

Department of Cooperatives
 

4. 	 Director of Capital Formation : Department of
 

Cooperatives
 

5. 	 Director of Livestock and Fisheries Department* of
 

Cooperatives
 

6. 	 Foreign Project Cocrdinator Department of
 

Cooperatives
 

7. 	 Chairman : INKUD
 

8. 	 Chief of Cooperative Educational Institutions
 

Department of Cooperatives
 

9. 	 National Chief of PPK Programs Department of
 

Cooperatives
 

10. 	 Planning Chief : Directorate of Livestock and Fisheries
 

Department of Cooperatives
 

11. 	 Voluntary/Humanitarian Programs Division Chief : USAID
 

12. 	 Volntary/Humanitarian Program Division Project Officer
 

: USAID
 

13. 	 Evaluation Officer : USA!D
 

14. 	 Provincial Chief of Cooperatives, Central Java
 

Department of Cooperatives
 

15. 	 Provincial Chief of Business Affairs Department of
 

Cooperatives
 

16. 	 Provincial Chief of PPK Program, Central Java
 

Department of Cooperatives
 

17. 	 r,'anager: Central Java PUSKUD
 

18. 	 3upati Kaoupaten Klaten 



19. 	 District Economic Officer Kabupaten Klaten
 

20. 	 District CooperativE Chief Kabupaten Klaten
 

21. 	 Manager : PPK Boyolali
 

22. 	 Management of KUDs Pedan, Mlanisrenggo, Mardirahayu,
 

Karangnonqko, Jatinom, Kemalang, Pombangunan, Cawas,
 

Wedi, Trucuk, Bayat, Delanggu, Jogonalan, Cibogo
 

(Boyolali)
 

23. 	 Management of PUSPETA
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APPENDIX 3 

COMPARATIVE PROFIT AND LOSS 

1993 1521, 
[RP] [RP] 

TOTAL SALES OF 719237327 
G0oOS 1613539io 4331716 
SERVICES 848S 74 

COST OF GOODS SOLD OF 
O00S i423131525 b4%6128 

SERVICES 15298461 27972h 

143G42 85 65245254? 

SPOSFFRCFII -N SALES 253995F43 H09517; 

OFERAT!IN0 E :FET;E 
SENEFL &I EENSES 1561.6:5 907214i)4 
SALES E(FENiE3 35007724 2221514 

EXFLO!TAT!'!l E):PicEi K.,'8146 
2EFRECAT1'i 5 422606 31,072.54 

2555171 
...................... 

i322T 12 

E SS !?iC:ME 2:43Zl 25127672 

OTrE- '!NCC4ES 

£,L..A iUBSIDIES 
CCF ERATI'.E E. TE NT 
0T E 3 

SUSI DIES 
413;5' 

3172-- ,) 
459000 

7755845 
2085M9" 

4%67550u 
°°°.. ............. 

3396540 
------

OTHEU TIFESE 
tFAIHN!tG EIFEriSES 

OTHEFi 

27539)0 

I03uo 

NET INCOE tSHUI 
tttSSIS tZtIWfSI* itts 

276 :90() 
..... o....... 

4611600 
------------

5)25191 
t::2,2t2:t1:,zz:::g:z1 

3365840 
°............ 

8839169 
, 
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APPEIDIX 4 

COMPARATI'E BALANCE SHEET ASur 
DECEMBER 31,192 - DECEMB[ER 31, Ii3 

1983 lE2
ITEMS 

(RP) (RP)
 

CURRENT ASSETS 
IN HAINDBANK 1432.,.6 352417875CASH

SPPB 8.2435 )47:,"', 

3 ,1151')ACCRUED I"COE 
11547i847ACCOUNT RECEIVAELES 2001S,566 

PREPAID EWPENSES 26236177 21263375 

!NVENTORIES 244293435 I637' 72-' 

70867B7 700093Th7TOTAL CURRENT ASSETS 


FIXED ASSETS 

LAND 28084528 12417929 

BUILDING S 145346,74 33 -B44 

6,B55%bMACHINERIES ?IEnIPMENT 375611075 1 
VEHICLES 93671783,)769,) 

OFFICE EnUIF!IENT 47371610 1342717') 

OTHER ASSETS 10324301 T)15737 
u~E..... -134758485 - 727-1,2AT1uON 


TOTL FiLED 4SSETS 5656562-') )51418: 

TOTAL Ac.SETS 12743';8,)4b-7EV 

CUFkENIT LIE.ILIT:ES
 
135415594 1'737315 

I ~IT E~E 2M8447479757 
AC:~.'JE , E E:-E. I1t771-2 

ACCOU.4T 1AELE 

TiTL CE'T LIA2!E1 
7T5a 0 12 )',2
 

44c.3'.4!3
:E9!45~~5LaNG TEF-i 


CAFITAL 
E,TA 1 A mF5 h2254)1 512 613 
EX CL.SA ',697217'.,t) 157:732) 
SI( lLi,. 4347,;)C.'OEF.AT '. OFFIC 


PROFIT A2 L]37 Arr, .Titi ,lp T] 

LoST FE .I2D 177429?6 :5bcI"'64 

CUFT.E'4TF.FF!T 0 L5519 1:31 

,7:5:.' 4:8126337TOT;,L LiST4.CTH 

TOTAL LA~ELATtES 11 -5-,7, 

3 
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APPEIDIX E 

FUNDS FLOW ANALYSIS 
[RP 000]
 

FUliDS WORKING CAFITr'.L 

1983 1982 SOURCES AF'LCTIS PICFEASE DECREEAEEITEMS 


CURRENT ASSETS
 

CASH IN HAND AND t,:,NK 143209 352416 

SFP 66243 471) 39 1 
B512ACCFUED INCCME 8512 


ACCfUNT RECEIVAELES 20)018.5 115490 470-6 

FREFAiD E(FENSES 26236 21269 4967 

INVENTORIES 244293 163757 G0476 

TOTAL CURPil ASSETS 7-)9679 0(074 

FIIED ASiiETS 

LA ND 29065 12412 15b67 
JILDING3 145346 39663 55678 

,ACHIIEFNES ANDECUIFPENT $75611 160856 214755 
YESICLES 93977 67901 25986 

:FICE71. 13427 3.3945 

A,SSETS 10324 ,,16 1308 
E I T0. -134759 .117t2 61996 

TOT4L FIED SET S 5b257 293'14 

TOTAL AS0TS 127453 

.. AR.T.,B ,L1T ,E, 

,C[ Ctl FLE 17541 107373 20043 
T ?.42)
..T -... 33'037 "5557 

EF..SZr-:j . 1177 11677 
T;,[ ? I1 , 1)l, 30 1 

---- ----- -,- ­

177754 1,.J 

E.--E T 42595l 4455.l 20000 

E,.U IT 

El TANI MGkf- 2126.16 1" 

EX LJSA .,S47. 157273 212449 
C31FEE. 3FFCE 43A7:',T!'E 43470 

.,fi ,LC. "J.%L AT!2l C4512 -17743 j0 25 
-----.-----.-.-------.--------.----­

-'T ' ",) 40B12 

TOTAL LIA.1LITIES 1274535" "}! 

. "
 -...........- .
scstx~z~sz %s x: T - -*-... - ---..- . . . .
 

*2470) 367"3) 229411 272110 
2b3 42639 
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* 	 DEPARTEMEN KOPERASI 
DIREKTORAT JENDERAL BINA USAHA KOPERASI 

JI. Let. Jen. Haryono M.T, Telp. : 797525, 797192, 797785, 790449
 
Tromol Pos 384 Telex: 47381 DIJKOP IA
 

JAKARTA.
 

Jakarta, 2 Agustus 1984
 

N. 	 Kepada 
Lampiran : 	 Yth. Sdr. Samuel D.Filiaci
 

*Perihal : Tanggapan terhadap hasil Representative CLUSA
 
evaluasi Proyek PUSPETA di
 
Klaten
 

K L A T E N
 

Bersama ini kami beritahukan bahwa kami cukup puas dengan laporan evalua­
si proyek PUSPETA Klaten yang baru saja dilaksanakan. Meskipun belum semua
 

re6cana proyek dapat diselesafkan pada saat ini, laporan evaluasi proyek ter­
sebut benar2 dapat memperkuat pendapat kami bahwa proyek tersebut berada pada
 
tingkat perencanaan yang benar. Kemajuan2 proyek akan diperoleh apabiha kondi­
si2 tertentu yang terdapat dalam gerakan koperasi dipenuhi. Kondisi2 yang di­

perlukan tersebut antara lain adalah:
 

1. 	Pra koperasi sekunder yang berada ditingkat kabupaten.
 

2. 	Management team yang berpengalaman luas dan memperoleh gaji ying cukup
 

balk.
 
3. 	Tersedianya dana yang cukup untuk membiayai kegiatan2 operasional.
 
4. 	Prioritas pengembangan koperasi yang tumbuh dari bawah.
 
5. 	Pengurus sementara kepada siapa managemen bertanggung jawab.
 

Dalam hal ini Direktorat Jenderal Bina Usaha Koperast mengakui bahwa penase­
hat 	CLUSA dan bantuan keuangan dari USAID serta Management Team PUSPETA ada­
lah 	sargat penting artinya untuk mencapai tujuan proyek.
 

Pengalaman2 yang didapat di PUSPETA Klaten pada saat sekarang dan pada ,asa
 
yang 	akan datang sebagaimana telah ktta rencanakan akan dipergunakan untuk
 

perluasan pengembangan koperasi di daerah lain dalam suatu system pengembang­
an koperasi dittngkat kabupaten secara comprehensive yang menyangkut aspek2
 
organisasi, management, pendidikan / latihan dan usaha terutama yang menyang­
kut system koperasi dibidang supply dan merketing dengan berpedoman pada prin­
sIp2 	ekonomi dan usaha yang sehat.
 

Sesuai dengan hasll laporan evaluasi tersebut, kami dapat menyetujul se­
penuhnya terhadap sebagian besar kesimpulan dan rekomendasi daripada evaluasi
 
proyek tersebut. Hal ini akan memperkuat keyak~ntn kami terhadap kemajuan
 

proyek. Sebagaimana dinyatakan dalam laporan ovaluasi, fungst proyek adalah
 
sebagai laboratorium bagi Departemen Koperasi yang pada saat sekarang diang­
gap sebagal salah satu faktor yang penting di dalam merumuskan kebija tanaan2
 

flonal.
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Demikian tanggapan kami terhadap evaluasi proyek PUSPETA Klaten dan
 

untuk dapat dipergunakan seperlunya.
 

DIREKTORA T JENDERAL BINA USAHA KOFERASI 

DIREKTJR BINUS KELISTRIKAN/KOGDPIATOR 

PROYEK BANTUANI LUIAR flEGERI 

/ 

('MA iET M1ARYONO 

Tembusar
 

1. Bpk. Dirjen Bina Usaha Koperasi (sbg. laporan)
 

2. Ar si.­



TRA oSLA TION 

DEPARTHENT OF COOPi'!ATIVES 
....... D rRECTORA TE- GENERA L OF COOPERA7I VE --8USI:;I'SS A PI...,S ... 

Jet KA RTA 

Jakarta, August 2, 1984 

To 
Number :III/fU:-6/VIII/1984 M:r. Samuel D. Filiacl 
Attachments: CLUSA Representative
 
Subject :Response to PUSPETA Kiaton
 

Klaten Project Evaluation
 
Findings
 

With this communication, we would like to inform you that w nr 
satisfied with the results of the recuntl., inplonntod evalu:-tion 
report on the PUSPETA1 Klaten Project. Although all of' the 
project objectives have yet to be fully satisfied at this : i,,c, 
the evaluation report strengthens our fncllnqs that the rujCct 
;rojoct's planning was realistic. These are that pr,jncC 
progress will be achieved if certain condlitions are prosent :Vhich 
the cooperative movement can fulfill. Some of the:;e conditions 
that are needed are: 

1. 	 A Presecondary Cooperative that is located 2t the abun.,'nCi 
Level.
 

2. 	 A Management team that has wide cxperionce-and is cil'n hi)h 
enouglh sa.lary levels. 

3. 	 Sufficiont working capital to fund opor-itional acti,'fti,,;. 

4. 	Cooperative bottom up development priorities. 

3. 	 A temporary advisory board to whoo nafnenunL can be 
responsible to.
 

('oncorning this issue, the Diroctornte Geonerail of Cotr)por-ifv 
iBusiness Affairs also finds that technical nol.stnco from ":!,A 
cnd financial assistance from USAID alonq :virh the P'PI'I 
.;Vanagveont Tean were also very important in ichivvinq tho nls 
of the project.
 

The experience that wo receive froti :' t 1:l*1 .I Ki',la on at t;i:: t ,1' 
,7nfl in the future is planned to he util,I d for ropiIca t li ot' 
cooperative development In other arav ,vithin ono cooprI tve 
dovelopment system at the kabupoten levil in a cnmprch:, : Ivn 
,:1nnorand include aspects of organizatin, t1a,,.,.nnt, trfil'0l,7'/ 
education and businesses that mainly concern cooperativo s11tply 
and m rketing activities utilizing the )rincipl,.,s oe viabli1ty. 

is with the rosults of this evaluation report, :-7 .:,rn 1:ty 
i't1 most of the conclusions and rocnw',endatiion of theo rc nrt. 
""~e issues strenhthan our committr-nt to tho progre.. of Cho 



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

project. As evidenced within the evaluation report, t,?2 function 
of the project is as a for the '!if S r,.j ofla1oratarv 	 : 
Cooperatives chat at t.hzis time :e feel i- on2 important factor in 

j.akin- \ational nolicy decisions.
 

Th us these are our findings on th, P7 ten :ro jectP7-'I T,' .11 


evaluation and they can be utilized *i1 sLcc,.
 

: .
Directnac- (,ern ! of Coo norative 
,9uSiI ;.; I L-7i r: 
Director o: 71ri! r. ctri Tic tion/
 

Coordi: ltr (U Qonorati e Fore i 
Issist-fn1,' to iect 

Zet
( ::. ."'aryono) 

Ca a ias; 
1. 	,9irector Caner.al of Cooper2ti e ,'] z.in~ss .1 fauirs (a-s a r,;port) 
. 'ies 

http:Caner.al
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PUSAT PELAYANAN KOPERASI 

ANTQ5 I rFICe KLEPU CEPER KLATEN ALAMAT SURAT ADDORESS P0. BOX 66. KLATEN, JAWA TENC 

EXECUTIVE SUMMARY 

Major Fdlndngs
 

1.-Alasan 
 lain Juga karena petani menganggap cara tradisional beayanya
sangat rendah antara lain petant tidak menghitung beaya rumput yang
dtambilnya can tidak menghitung tenaga kerja yang datang dart dalam
kel uarganya.
 

2. - Olsamping menerma 20 % lebih dbanding dengan sebelumnya, juga ke­pastian mendapat uang nasil 
susunya leblh terjamin, karena setelah
susunya diterima KUO/Puspeta, petani dibebankan dari resiko.
 
3. - Lebth balk kalau disebut wanita yang membuat embrioder berumur 
7
22 tahun.
(sebab 14 tahun sebenarnya dilarang oleh undang-undang perburuhan).
 

INTRODUCT ION
 
ralaman 2 4. - Sebenarnya sejak tahun 1975 dengan aaanya UIPRES 9. th. 1975.
 
nal man 4 5. -
Sebenarnya yang sering melakukan rapat adalah chalrmain/pengurus bu
 

kan manager.
 
halaman 10 
 6. - Apakan perlu clsebut demiklan ..... the evaluart(n Is less concerned
 

witn whether of not objectives have been achieved 
......
 
PROJECT INPUTS
 

PUSPETA SERVICES 10 KUD
 
aiaman 19 7. - Sebenarnya ndggota Kelornpok Tant Hamparan mencaKup selurtin de.sj (Jad
leoth dar 20 anggota).
 

fang anggotanya 15 
- 20 adalah kelompok menurut jents keglatannya dl
masing-masing Kelompok Tani Hamparan yang bersangkutan,
 
. \" elompok Tani Hanparan
 

Kelompok anggota menurut jenis usahanya.
 
halaman 33 U. - Kesulitan iatn Juga karena kredit dar1 
Uank, harus melalul proseaur
seiua 
 dengan syarat-syaratnya, seperti garansi d1l.
 
halman 36 9. - Perlu diketahut bahwa komodite yang dijuali 
kepada non -
NUO oerasal
dart KUD, Jadi impac kepada KIJO retap ada. 
lm.iman 4u 10, - Jumlah complete feed tergantung kepada Beret Badan Sapt.
Juga formuianya berbeda antura untuk sapi sedang iaktasl dengan sapi

dare. 

hatiaman 43 11. - Paket Kredit Sapt
 

'lla::nln 50 14. 
-
Ex New Zealan Rp 730,000,.
 
Ex Austraila 
 Kp 6zOuO0 ,.

ernmasuk kandang, konsentrat, dana kematian, Jana kenajeran dlvi 
 dana

Ptoinaan
 



P U SAT P E LAYA N A N K 0 P E RAS I
 

iNTOR/ OFFICE KLEPU CEPER KLATEN ALAMAT SPAT .ADDRESS P0. BOX 66. KL.;EN iAJ EN.i 

nalaman 44 12. - Grace period, 1 tahun. Yang i bulan adalah jika sapi mati dada 

bulan I maka masih menjadi tanggung jawab importir. 

nalaman 45 3. - Cattle breeders = Farmers ? 

rialaman 6u 14. - Perlu ditambah 
berdasarkan pengalaman di Bali untuk pekerja yang sudan Tandai 
mendapatkan income lebih dari Rp 30.0CU/bulan. 

naiaman 61 15. - Puspeta bersama-sania BPS3 mengadakan evaluasi 

Setelah dinyatakan boleh u/ seedrari ',emudian KUD melakukar kontra 

nalaman 51 16. - Puspeta bertangoung ,]awab untuk ;renjanin oenih SS (stock seeu) 
sedangkan pupuk l pestisida diLerikan oleh Pusreta 1ewat U.F. 

,alaaian 53 17. - asa dormansi 3 mingqu sid I ulvn .ergqancung variecasnya. 

raiaman 71 18. - Sudah dilaksnakan sebagian 	- i-I
 
- INISUS
 

- K~u 

- Cengkeh 

- Kredic Program 



TRANSLATIOi' , 

PUSAT PELYA'' AN )PEP.ASI 
PUSPETA
 

~~~EE'UTIVESUNNARY 

,':AJOR FINDINGS 

1. Other reasons are also chat the dairy farmers feel char the 

costs of the traditional systems are extremely low because the 

farmers do no,: count the cost of thoir family labor usod to 

4other and cut grass. 

2. In addition to receivin, a tailk: price 202 hi-hor than 

before, they are also guaranteed of a narl:oc and )rice. for L'ivir 
:ilk whereas as before PUSPETA marketed 1i7ilk, al1 farm r: .ere 
rosponsible for each others' risk of rejection. 

3. It is more accurate to state that the oebroidnry pr,,ran 

anrticipants arc between 17-22 years old. 

I,''j'RODUCTTON 

T, co 2: 4. It was in fact since 197 [; ,ith the rol.7 o" I.'e:'S 

c, of 1975. 

P.a,! 4: 5. In fact, nose often F. roet" arc of h' y 
rho chairmen/board of directors, not t.' :annr. 

,,o 10: 6, Is it necessary to stato thait ch'v r/,'ir. the 
,'nluat ion is le s concerned ,¢iti hIwt. iiwr or ntr a1hc-) v -:n' 

5een achieved....... 

*w~tJ"CTr INPUTS
 
?I'SPETA SERVICSS TO K1UD
 

pa- ]t : 7. In fact, the aembers of h.eo 1oz.oi: .ini ;az' "r'mn 
include the vhole villqge (thus 7ore tian 2(j po,,pl,.). 
"'hose that have 15-20 members are :e1 cpok':oIccor n o r nc4 tcIir 
t .oes of activity and they or,, all :,ich n I .c lo:ipwe o: F-in i 

,iin.paran. 

Kelopo. Tani Hamparan 

Kelompol: of ,Vernbers accordin:, to thoir ".,ctivLty. 

Paqo 33: S. Another difficulty al.:o I. that ban: crottrI h :v: Lo 
be distributed chrough procedures ivth condilt ion. .4uc ; 
.tirantees otco. 

,I'lo 35: 9, It is necessary to be s:itorrd chat , t ,.it 
,iro sold :o non-.,',Ds originate frop)I;, . ihu :hle ipnct L, 'ho 

7"'9tis still chore, 



Pa.ge 40: 10. The amount of complete foed depends on the 'eight 
of the cow. Also, the formula differs dependinq upon whether the 
cow is, lactating- or not. 

Pa.c 43: 11. 	 Cow Credit Package. 

Page 50: 14. 	 4x New Zealand Package ,.%p. 730.000
 
Ex Australia Package Rp. 650.000
 

The above packages include the stables, concentrates, insurance,
 
and guidance funds.
 

Page 44: 12. The Grace period is I year. -'/hat is one nonth is 
that if the cow dies within the first month, the importer takes 
responsibility. 

~a,- 45: 13. Cattle Breeders-Farmers? 

Pne 60: 14. It is necessary to add:
 
1Iasad on experience in Bali with those workors who nre alrc.jdv
 
skilled, the income exceeds Rp. 30.000 per nonth.
 

Pa,-e 61: 15. PUSPETA ALONG WIT! bpsb do the initial evaluation. 
After it is evident that it can be used for a seed farm, then 
PUSPETA will establish a contract. 

Paqeo 61: 16. PUSPETA is responshlh, for the di.tribut ion of 
stock seed while the fertilizer and pn!. ticides are dftqtrt!,utI/ h, 
P(IA', PET,| throuqh the KUD. 

* :?e 63: 17. Dormancy Periods lant fron 3 weoks to on, ::!nn.h 
~i ren'inq upon the varieties. 

P*.,o 71: 18. 	 .1 part of have already b,-on !nplownt'd: 

-Sigarcane Tntonsification Prro-,rim 
-Paddy Intensific.ation 0 ro,,ra, 

.-Sugarcane Seed -rogram.,
 
-Clove Pro3ra
 
-Credit Progrart
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Cooperative League 
of the USA 

A Volie for America's Cooperatives 

June 1, 1984
 

.COMMENTARYOT..PUSPETA EVALUATION ........
 

As an attachment to the recently conducted PUSPETA Evaluation,
 
the Cooperative League of the U.S.A. wishes to provide the
 
following comments and observations on findings of major signifi­
cance within the final document:
 

1. Evaluation Scooe-CLUSA feels that under the circumstances of
 

the evaluation's undertaking and the less than quantifiable yet
 

important human resources development nature of the project, the
 
team did a commendable job in both obtaining a valid picture of
 
the national level priority placed upon the project's functioning
 
and in its dissectidn of the project's critical essence.
 

CLUSA feels that although not all issues contained within the
 
scope of work for the evaluation were addressed comprehensively,
 
the approach utilized by the team was as time efficient and
 
subject relevent as circumstances permitted and provided its
 
audience with a document of the necessary substance. It has been
 
CLUSA's feeling since the onset of the evaluation that its scope
 
was overly ambitious relative to the time and financial con­
straints involved and the nature of the project and its history.
 
CLUSA/Indonesia was for the most part responsible for the design
 
of the evaluation's scope and accepts responsibility for its
 
extent relative to project resource constraints.
 

2. Initial Project Plannine-CLUSA is in basic agreement with the
 
team's conclusion concerning the project's initial design and
 
planning as contained within its project document. The extremely
 
optimistic expectations of what could be achieved within a three
 
year project life were overly ambitious. As the team also
 
stated, assumptions of what had already occured prior to the
 
project in the area of KUD reorganization were perhaps overesti­
mated relative to their significance to eventual project achie­
vements. CLUSA finds however that the experience gained by
 
project management through those initial activities was
 
instrumental to the achievements it later made through a much
 
more practical approach to primary cooperative reorganization.
 

3. Organizational Develooment-The evaluation recommends an
 
acceleration of project efforts to strengthen and initiare reor­
ganization of Klaten primary cooperatives and their subprimary
 
member groups. CLUSA and PUSPETA are sensitive to the importance
 
and fundamental nature of this task and to the fact that In the
 
long term Its achievement will ultimately determine the success
 
or failure of the project. What the project has learned very
 
clearly through its first two years of implementation however Is
 
chat the first, most difficult an4 lengchly step in achieving
 
chat goal lies in the establishment of an entity capable of
 
viable and economically attractive service provision to the KUD
 
and member groups involved. Initial project attempts at coopera­
tive organizational development without a strong economic basis
 
wore unsuccessful in creating viable entities and in most cases
 

Indonesia Project Office * P.O. Box 4 - Ilaten, Jawa Tengai . Indonesia • (0272) 21077 
1828 L Stret, N.W., Sulte 1100 a Washington, D.C( 20036 - (202) 872.0550 , Cable: CLUSA 



had a negative impact upon future program development. PUSPETA
 
has since, as also mentioned in the evaluation, concentrated all
 
of its organizational development activities in conjunction with
 
its ability to conduct joint commercial operations with the
 
primary cooperatives and their member groups. The project thus
 
plans to continue in encouraging the organization of member
 
representative grass roots organizations as a major priority.
 
The- speed-wih-whichsuchdoorganizacional.deveZopment....is.--under­
taken will however be fully commensurate with PUSPETA's ability
 
to provide viable economic services to these organizations.
 

4. Model ealicabilitv-The evaluation stated 'The team does not
 
believe that PUSPETA Klaten is yet well enough established to
 
serve as a model to be replicated. In any case, any model would
 
need modification and adaption to the particular condition in
 
which it is applied.......rn the mean time it should continue to
 
explore and test better ways.o.....so that the successful ven­
tures can be replicated.'
 

CLUSA is in partial agreement with this conclusion. Although the
 
project has yet to by any means achieve its long term potontial,
 
CLUSA feels that several elements essential to PUSPETA's accom­
plishments could greatly and immediately enhance current PPK
 
kabupaten level operations on a nationwide basis if properly
 
intrnduced. These elements, uncommon to other kabupoten level
 
cooperative organizations include:
 

a) Management and financial autonomy to plan, establish and
 
conduct economic service oriented operations with KUs at the
 
kabupaten level.
 

b) The hiring of qualified and experienced private sector
 
manggement in top level positions and the payment of salary
 
levels to maintain their long term employment in the orpiniza­
tions.
 

c) A Temporary Advisory Board initially manaqin the orijaniza­
tion of thq project and composed of district rather than strictly
 
national or provincial level decision makers.
 

In conclusion, CLUSA feels the evaluation was fairly done, and
 
documents the resulting developments now taking place under
 
Indonesian management with concessions supported by special
 
igreements with the GO. The evaluation should become an
 
important document in the early life of the Klaten approach to
 
grass roots cooperative development In indonesia. CLUSA thus
 
commends the evaluation team under the leadershipof Or. Russel
 
Olson. The team's professional objectivity and their
 
understanding of the complexity of rural systems dovolopment
 
demonstrates credability which is essential in the early life of
 
what is usually long term cooperative development. Through
 
recent indications of future projoct potential and its oxpected
 
impact upon neeional cooperative policy doternination, CLUSA
 
feels that a future follow-up to this evaluation could be of
 
further assiscanco to the project.
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STATES OF AMERICA_UNITED 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
AMERICAN EMBASSY

'Jll' AKARTA, INDONESIA 

Letter No. •_ _ 

Mr. Samuel D. Filiaci 
Representative 
CLUSA
 
P.O. Box 4 Klaten 
Jawa Tengah 

Dear Sam: 

Thank you for providing us with a revised draft of the PUSPETA
 
Evaluation per your letter of May 28, 1984. The mission would
 
appreciate it if you would append a copy of both this lector 
and my letter of April 6, 1984 on this subject to the final 
document. With the exception of many editorial changes and 
clarification of some points I was disappointed to find no
 
significant improvement in the revised draft. Although the 
mission does not, therefore, endorse the final evaluation
 
report we have no objection to its distribution, provided our
 
comments are appended. 

At the same time, I would like to reemphasize that the mission 
continues to be pleased with the new management of the project 
and looks forward to continued close collaboration with CLUSA. 

Sfnceraly,
 

Walter North
 
Project Off icor 
Office of Voluntary and
 

Humanitarian Programs
 

cc. Ms. Meg Brown
 
Mr. Tim Mahoney
 
RIG/A-Han 11 a
 
CLUSA/W
 
FVA/FFP/Title II 

Y 4 
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I found ruch of the report to be ll1tnitt	.t Therp wasu 74ch good
 
Ictory-or confuilng. In­in.or-at on-,-.,)t-sc'etlmes-it- see:ed concre 


the methodology for calculating the
particular I had trouble folloulon 

ell as tome of the
profit/loss statements and sales projections as 


of cy questioo are xarked,

t.zinolcg7 associated with this analysis. YaryT 
in the attached carked up copy, esFecialty on pp. 86p 87 and 88. Perhaps 

of core general concern to tho statement ou p. 88 tlat the anal7sis was 
and that
n:rable to cake a distinction betveen fixed and variable costs 


ris, tinderstandably, would bavper 'further evaluation concerning eost,
 

prof)It, volu:e analysis".
 

Yt In th, report, it in predicted the prijcCt v.I1 te self sustaining hy 

rec,.=oer 1985. An loportant element in s':cb a colculat1en wetld item to 'e 

.isenct or unclearly presented. One aspect of chtj -could 1-e hou all 

CLUSA/AID/H7I contributions/inputa to the prolect 3tre c.aracterised nnd 

• -atkind of depreciation schedule Ix used tr c'e fir~n.cfal anal'pt. I 

vuuld atree that the OPO support and parts of the Title It and UPI 

canrrl'utiona eight not be costed into profit/loss colculoltors. Hleveer, 

:'# tnilure to clearly toy out how ti-ese dsnrtrl:tlons iere r*de, zakes 

r-7ntiit and jidgina tArd. Certainly$ CLUSA tiputs to te prcject were 
the r.port :nd r'-is
ct-nifier,thly preater than uhst is c,;:rcntly Po-n iii 


• -0l't Keriotsly of(fct hottom line prolotctior.s.
 

to
I il.,ise the firancil Analystv in t'e Ndy of 0a ronrt feet. 
the apperndcea I celculate, v.-, ro.t,iy (nccepttr.g te f9purev~n-rtraect 


'LSFETA vill reach
..- ,r i.opreciation and using tte noso:rptton thjt 

I,: of Annual projected eeles) that uftaut :.ii:tides FL^r'6A will 

cortinue to 3hoV a si nIfitant long on op~r.,ions. In considertnR t fo 
.e ahle to see anInd of information it would also ho useful to 


,r'artI: tlor. chart of PuSnTA with staff size.
 

T- ^a, other major Issue I vould concent on 1. the F.uclty of 
!-."r:atioi an henefici.sr7 Ipact. So.e of the causes for this art itatod 

:-o rs-port Hit I think It sould also he notded that fr-m ttu ntart of 

te ;raltlct Ct'-A c,rsistentl7 li!ormed the 1snton that such ronitor.ng
 

*.-o;c1s to t. included. It has ,4een fruitratit, to ftid tat much dt1
 

r;r 1,4rpon. This IR especIall7 dL#appointIr8 tecst,se the few caste tui.cs
 

tori.iled in the draft, poorly edited and a Ht jo,,rr.mllotic tn toe do 

...etst t~at t6a current KZD sytem !"ay preclude ,na:w!u psll firver 
oac credit j'f-os cre^1?:tctpation te prn.ect. Tra clove and to 

t:-! as Jce$ the 4alry f'eht, 

,v,-rr ll1 points. The iLslion, F1ven t0 Or'fOi'aI- Aulit IttnAtire, Jceo 

-.t feo.l It coujld apprcvo n~ditional tnterrctl:ral travel for trat.n; 

,,.rroso, Li),vte,e %o vould not exrect CLUZA to :=ke c'anr- In s .v,ot 

Ihre Ic'oa nr rk. larle purch'ases of equip,ont 'elthot*t rl,,e cnrcurrenci of 

t:e r.ivirn. Our revieu of a revised plan of ctten s,ll he a gnod 
roi,'ce to review with procureu.nat And the iud;ot. I veuld iPrtriR4te 

'.*itri of copy of the Dntch roport on ttie 4atry !nq4wtrv "erttotlad on p, 
.I tntile It ould be lelpful to Inart rorst hetveeln rirtrrs snf to 

S off, ,12pocially percentne (irtires. Mr r t4,seIt It znarlerd rNit
 
t ir (** Voperiii 1405o to 0ae pro.t Oto fire arsucts to IwPPrtAnt 

"(411y qvesottn', Pert-ops this #oction rulof m f)llrd outt a '1? to xiva 

P,e ren"dr a notion a( what tte Cir Con taets gr', t-e prority loq,-,,s. lhe 

http:ronitor.ng


tera~t frou 	2ubstafltlfltiot or 
nr~~ont oun p. on AID "nitoiigI w:ould 
clarittiction of the reported faclirn8a or a bialPRii SCtitOMfl of the 

Thre tesos suggeatiol2 for cbooer co1Ij .orTtior wit LPTHS 14wi~rth 
te 4Rpeclal1yI~ nterated In this cpvoOCCualtyo given~'porl;.I would 

cIIt we also suppor: the LPES program In K1liten.
 

I apoloniza for the 4eld7 In this repcpne and Its lenqth. I hope our
 
towards a final re'port whilh to fair inid
 

* 	 cir:ent w ill help t" cove us 
Infor~nstLie. The.re are few. *say JiMd47vonts an th'Is lsrxge projvct but, as 

tOgUts 4"d MO~r
 ctatod ivasrlter, 'ieIcok f,rvdrd to working on rowc~inn 


Sincerd-I 

Walter E ;rh 

~ 'raft) 
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