KORESPONDENSI KARYA ILMIAH JURNAL

AGRIBUSINESS PARTNERSHIP PERFORMANCE IN EMPOWERING
BROILER BREEDERS

Dr.Muh.Ridwan, S.Pt., M .Si
Dept of SocialEconomy, Faculty of Animal Husbandry, Hasanuddin University, Makassar
KompleksTamanDataran Indah Blok B.26, JI.Dr.Leimena, Makassar, South Sulawesi, Indonesia.
Pos Code 90233, Phone: +62811416121
Corresponding Email: muhridwanrizal @yahoo.com

Dr.AmidahAmrawaty, S.Pt., M.Si
Dept of SocialEconomy, Faculty of Animal Husbandry, Hasanuddin University, Makassar
Jalan. Skarda N 1 No. 16 Makassar, South Sulawesi, Indonesia.
Pos code 90222, Phone: +62811414298
Email:amidah@unhas.ac.id



AGRIBUSINESS PARTNERSHIF PERFORMANCE IN EMPOWERING BROILER
BREEDERS

D Mub, Ridwan, 5P MSE
Dept of Soctalfrmmamy, Faculty of Animal Musharudey, Hasewkdtin Diniverslty, Muakossar
Kompileks TamanDataron Inciah Biok 826, 5 D d e, Makaoar, Sl Swlansesi, idooesia,

Por Coule 90233, Phone: + 82811416121
Correspomding Email mudidsesnr cal{d yohoo. com

mrawaty, 5P M50
K::f’id‘iﬂrﬁdl&nm;.?u, Fuculry of Animal Husbarsdry, Havanwddu Uiversify, Makassar
Jolan, Skards N | N 16 Mokassar, South Sulewesi, fodomesia,
Pos cocle #0222, Phone; + 6281 1414298
Ematl amidahi nunhas ac. id

CATATAN ERONOLOGIS
Tohapaon Penerbitan Jurnol

1) Fakultas Peternakan melalui program peningkatan publikasi dosen pada jurnal international
bekerjasama dengan CAPA Klinik Jurnal Universitas Brawijaya, membuat kegiatan
pendampingam publikasi jurnal iimiah international.

2) Pada kegiatan tersebut dipersiapkan bantuan pendanaan untuk 10 paper terbaik hasil seleks
internal fakultas peternakan, dan akan mendapatkan pendampingan penerbitan dari tim
CAPA Klinik Jurnal Universitas Brawijaya.

3) Paper dengan judul Agribusiness Partnership Performance in Empowering Broiler Breeder
adalah salah satu paper yang masuk 10 terbaik yang mendapatkan bantuan pendampingan
langsung dari tim CAPA Klinik Jurnal yang dilaksanakan di Hotel Amaris Makassar, 15
November 2015 dan pendampingannya dilanjutkan secara online.

4) Paper yang telah melalui pendampingan mendapatkan bantuan proff reading oleh native
speaker dan biaya ditanggung Fakultas Peternakan UNNHAS, serta mendapatkan bantuan
pendampingan sampai accepted sesuai kerjasama.

3) Alhamdulillah berkat bantuan pendampingan intensif yang dipersiapkan dengan terstruktur
paper dengan judul Agribusiness Portnership Performance in Empowering Broiler Breeder
berhasil submit dan accepted.

6) Paper dengan judul Agribusiness Partnership Performance in Empowering Broiler Breeder
adalah paper pertama yang terbit melalui program ini dalam kurung waktu 2015 (lokakarya
pendampinga) sampai tahun 2018 (publish).

» 9 Agustus 2023

Dipindai dengan CamScanner


https://v3.camscanner.com/user/download

@, KEMENTERIAN RISET, TEKNOLOGI, DAN PENDIDIKAN TINGGI
pFoage | UNIVERSITAS HASANUDDIN
#3  FAKULTAS PETERNAKAN

Sertifikat

Diberikan Kepada

DR MUH . ZIDWaN, £ B, M S0

Sebagal

PESERTA

Pada acara“Pendampingan Desen untuk Publikasi llmiah Internasional”
yvang diselenggarakan pada tanggal 15 Agustus 2015 di Hotel Amaris, Makassar,

Makassar, 15 Agustus 2015

Dekan Fakultas Peternakan Ketua Panitia

Universitas Hasanuddin 2 s ﬂ\‘m_ _
LT

i1 = \

Prof. Dr.ir. Sudirman Baco, V.5c Ir. Veronica Sri Lestari, M.Ec

lﬁ?; 196412311989031025 NIF. 19590407 1984102003

Scanned by CamScanner



INVOICE|No.UHS-01
September 251, 2017

Dear Author,

A manual payment needs to be processed for the Native Proofreading Services. The
manuscript titles and payment list were provided in the index paper. The item being paid for
is"Native Proofreading”. The cost is 10,000,000 (IDR). Available methods of payments:

Bank Transfer
BNI No. 0566522706
a.n. Didin Wahyu Agustina

and send the payment proof by email clinicaljournal capa@gmail.com before September 30,
2017,

If you have difficulty to all of the process, please feel free to contact clinical journa CAPA
Secretary through email: clinicaljournalcapa@gmail.com or phone: +62812-4974-1808.
Thank you very much for your attentions, and we are looking forward for hearing a respond
from you.

Best Regards,
Director — Clinical Journa CAPA

i oo

Didik H. Utomo, M.Si.

Registered No.03/CV/IV2017/NPWP:80.904.185.8.654.000

/



mailto:clinicaljournalcapa@gmail.com
mailto:clinicaljournalcapa@gmail.com

Clinical Journal

Paper Index-UHS-01

01 The Effect Of Beef Cattle Farmers And Farm Characteristics On Access To Adlina Asnawi 1,000,000
Formal Financing

02 Characteristics And Antimicrobial Activity Of Sugar Addeddangkewhey Fatma Maruddin 1,000,000
Fermentation

03 Level Business Competitiveness Of Beef Cattle Fattening In Smallholder Farms Hastang 1,000,000

04 The Hematological Vaue Of Experimental Anima Blood Obtained By The N. Nahariah 1,000,000
Fermented Egg White Chips At Different Duration Of Use

05 Agribusiness Partnership Performance In Empowerment Broiler Breeder Muh.Ridwan 1,000,000

06 Physica And Sensory Qudity Of Broiler'Smeat As Influenced By Dietary Sripurwanti 1,000,000

Supplementation Of Turmeric (Curcuma Longa), Garlic (Allium Sativum) And
Its Combinations As A Feed Additive

07 Physico-Chemical Properties And Microstructure Of Dangke Cheese By Ratmawati Malaka 1,000,000
Inoculated Of Lactococcus Lactis At Different Temperature Storage
08 Gender Analysis On Beef Cattle Farm A.Amidah Amrawaty 1,000,000
09 Socio-Economic Factors Affecting Adoption Of Agricultural By Product As S. Baba 1,000,000
Feed Of Beef Cattle Farmers In Maros
10 Use Of White Rot Fungi To Improve Quality And Digestibility Cocoa Pod Jamila Mustabi 1,000,000
TOTAL 10,000,000

We guarantee for academic writing quality until acceptance. For further information please visit
http://klinikjurnal .com.

Best Regards,
Director — Clinical Journa CAPA

idi G soo

Didik H. Utomo, M.Si.

Registered No.03/CV/IF2017/NPWP:80.904.185.8.654.000

!




Fw: Hasil Proofreading Selesai UHS1-10

From: Veronica Sri Lestari (veronicasrilestari@yahoo.com)

To: aslinaasnawi@yahoo.com; fatma_maruddin@yahoo.co.id; nahariah11@gmail.com; sri_p75@yahoo.com; syahdarbaba@gmail.com;
hastang_uh@yahoo.co.id; malaka_ag39@yahoo.co.id; jamila_mustabi@yahoo.com; amidahmurad@yahoo.co.id; muhridwanrizal@yahoo.com;
marhamahnadir@yahoo.com

Date: Thursday, October 26, 2017 at 06:00 AM GMT+8

----- Forwarded Message -----

From: Clinical Journal <clinicaljournalcapa@gmail.com>
To: Veronica Sri Lestari <veronicasrilestari@yahoo.com>
Sent: Wednesday, October 25, 2017, 12:38:30 PM GMT+8
Subject: Hasil Proofreading Selesai UHS1-10

Selamat siang,

Berikut ini kami lampirkan hasil proofreading (by Native Speaker)
Kami siapkan paper dalam 2 versi:

1. Tracked version: perubahan yang kami lakukan.
2. Clean version: manuscript siap proses.

Silakan cek hasil perbaikan kami.

Mohon konfirmasi apabila ada yang kurang sesuai.

Manuskrip akan diproses ke tahap berikutnya, silahkan melakukan konfirmasi persetujuan terlebih dahulu.
Konfirmasi akan kami tunggu selama 2x24 jam.

Terima kasih.
Salam,

Clinical Journal CAPA
http://klinikjurnal.com

D HASIL PROOFREAD UNHAS.rar
1.5MB


http://klinikjurnal.com/

Keberlanjutan naskah hasil proof reading

From: MUH. RIDWAN Rizal (muhridwanrizal@yahoo.com)
To: clinicaljournalcapa@gmail.com

Date: Monday, November 6, 2017 at 04:06 PM GMT+8

Ass.

Bersama ini saya sampaikan bahwa naskah hasil proof reading draft journal an Muh.Ridwan_UNHAS dengan judul "agribusiness partnershi performance in
empowerment brolier breeder” telah saya terima dan saya setuju untuk diproses lebih lanjut kepada penerbi journal yang sesuai dengan kualifikasi Q3,
demikian penyampaian kami atas bantuan kerjasamanya saya ucapkan terima kasih.

Hormat saya,
Dr.Muh.Ridwan,S.Pt,M.Si
HP. 0811416121



Re: Keberlanjutan naskah hasil proof reading

From: Clinical Journal (clinicaljournalcapa@gmail.com)
To: muhridwanrizal@yahoo.com

Date: Monday, November 6, 2017 at 04:51 PM GMT+8

Baik Pak, kami akan proses asistensi publikasinya
Akan segera kami proses QC dulu paper Bapak
Mohon untuk ditunggu informasi dari kami selanjutnya.

Salam,
Klinik Jurnal CAPA

2017-11-06 15:06 GMT+07:00 MUH. RIDWAN Rizal <muhridwanrizal@yahoo.com>:

Ass.

Bersama ini saya sampaikan bahwa naskah hasil proof reading draft journal an Muh.Ridwan_UNHAS dengan judul "agribusiness partnershi
performance in empowerment brolier breeder” telah saya terima dan saya setuju untuk diproses lebih lanjut kepada penerbi journal yang sesuai
dengan kualifikasi Q3, demikian penyampaian kami atas bantuan kerjasamanya saya ucapkan terima kasih.

Hormat saya,
Dr.Muh.Ridwan,S.Pt,M.Si
HP. 0811416121


mailto:muhridwanrizal@yahoo.com

CJ692 QC EVALUATION DONE

From: Clinical Journal (clinicaljournalcapa@gmail.com)
To: muhridwanrizal@yahoo.com

Date: Tuesday, November 7, 2017 at 02:56 PM GMT+8

Selamat siang,

Kami informasikan bahwa peper Bapah yang berjudul "agribusiness partnershi performance in empowerment brolier breeder" telah dievaluasi kontennya
oleh tim QC.
Sebelum kami proses asistensi publikasi, terdapat catatan koreksi yang harus Bapak legkapi/perbaiki terlebih dahulu.

Berikut catatan berdasarkan koreksi dari QC:
1. Referensi di introduction di lengkapi

Demikian informasi dari kami.
Mohon untuk segera dilengkapi, Pak
Kami tunggu konfirmasi Bapak

Terima kasih atas perhatian dan kerja samanya

Salam,
Klinik Jurnal CAPA



Re: Re: CJ692 QC EVALUATION DONE

From: MUH. RIDWAN Rizal (muhridwanrizal@yahoo.com)
To: clinicaljournalcapa@gmail.com

Date: Thursday, November 9, 2017 at 11:37 AM GMT+8

ass.

Bersama ini saya kirimkan Revisi | berdasarkan masukan QC atas Draft Journal yang saya ajukan.
semoag sesuai harapan tim QC, dan memohion petunjuk selanjutnya jika masih diperlukan perbaikan untuk hasil yang lebih baik

note; revisi ditandai dengan tulisan berwarna merah.

WSS.
Muh.Ridwan

On Thursday, November 9, 2017, 12:18:12 PM GMT+10, Clinical Journal <clinicaljournalcapa@gmail.com> wrote:

Selamat pagi,

Kami belum menerima email berisi revisi Bapak
Mohon untuk mengirimkannya kembali

Terima kasih

Salam,
Klinik Jurnal CAPA

2017-11-09 7:52 GMT+07:00 MUH. RIDWAN Rizal <muhridwanrizal@yahoo.com>:

lye, saya sudah kirim revisinya Pak.
Mohon tanggapan selanjutnya.

Muh.Ridwan.

Dikirim dari Yahoo Mail di Android

Pada Rab, 8 Nov 2017 pada 16:24, Clinical Journal
<clinicaljournalcapa@gmail.com > menulis:



mailto:muhridwanrizal@yahoo.com
https://overview.mail.yahoo.com/mobile/?.src=Android
mailto:clinicaljournalcapa@gmail.com

sama-sama, pak
kami tunggu konfirmasi revisi dari Bapak

salam,
Klinik Jurnal CAPA

2017-11-08 14:40 GMT+07:00 MUH. RIDWAN Rizal <muhridwanrizal@yahoo.com>:

Ok. terima kasih Penjelasannya.

On Wednesday, November 8, 2017, 4:42:44 PM GMT+10, Clinical Journal <clinicaljournalcapa@gmail.com > wrote:

Wa'alaikumsalam

Terima kasih atas konfirmasinya.

Kami telah cek, memang di bagian introduction masih harus dilengkapi referensinya.

Di bagian introduction paragraf kedua tidak tercantum sumber referensi.

Jika isi paragraf diambil dari hasil penelitian/sumber lain, mohon untuk dicantumkan sumber referensi tersebut.

Apabila Bapak hanya punya file pdf atau dokumen namun tidak ada tahun terbit atau nama penerbit, Bapak bisa menandai bagian paragraf yang
disitasi dan mencantumkan link dokumen atau link pdf sumber referensi tersebut.

Hal ini juga berlaku dengan isi bab atau sub bab yang berbentuk poin. Jika bagian tersebut bukan berasal dari penalaran author sendiri, mohon
untuk mencantumkan sumber referensi yang disitasi di bagian tersebut.

Kami nanti bisa membantu untuk melacak link tersebut dan menuliskan sitasi sesuai dengan format yang ada.

Jika Bapak ingin berdiskusi lebih lanjut terkait dengan publikasi manuskrip, Bapak bisa menghubungi admin CAPA di nomor 081249741808

Salam,
Klinik Jurnal CAPA

2017-11-08 12:37 GMT+07:00 MUH. RIDWAN Rizal <muhridwanrizal@yahoo.com>:
ass.

terima kasih, mohon petunjuk lebih detail atas saran QC "referensi di introduction dilengkapi" atas paper yang saya ajukan untuk asistensi
pulikasi.

apakah jumlah referensi yang ada masih kurang dalam jumlah, atau kurang lengkap, jika kurang lengkap mohon petunjuk bagian yg
dianggap kurang lengkap.

terima kasih.

On Tuesday, November 7, 2017, 4:56:36 PM GMT+10, Clinical Journal <clinicaljournalcapa@gmail.com > wrote:



mailto:muhridwanrizal@yahoo.com
mailto:clinicaljournalcapa@gmail.com
mailto:muhridwanrizal@yahoo.com
mailto:clinicaljournalcapa@gmail.com

Selamat siang,

Kami informasikan bahwa peper Bapah yang berjudul "agribusiness partnershi performance in empowerment brolier breeder"” telah
dievaluasi kontennya oleh tim QC.
Sebelum kami proses asistensi publikasi, terdapat catatan koreksi yang harus Bapak legkapi/perbaiki terlebih dahulu.

Berikut catatan berdasarkan koreksi dari QC:
1. Referensi di introduction di lengkapi

Demikian informasi dari kami.
Mohon untuk segera dilengkapi, Pak
Kami tunggu konfirmasi Bapak

Terima kasih atas perhatian dan kerja samanya

Salam,
Klinik Jurnal CAPA

@ Revisi QC1_AGRIBUSINESS PARTNERSHIP PERFORMANCE IN EMPOWERMENT BROILER BREEDER.docx
50.2kB



AGRIBUSINESS PARTNERSHIP PERFORMANCE IN EMPOWERMENT
BROILER BREEDER

Dr.Muh.Ridwan,S.Pt.,M.Si

Dept of SocialEconomy, Faculty of Animal Husbandry,Hasanuddin University, Makassar
KompleksTamanDataran Indah Blok B.26, JI.Dr.Leimena, Makassar, South Sulawesi, Indonesia.
Pos Code 90233, Phone: +62811416121

Corresponding Email: muhridwanrizal @yahoo.com

Dr.AmidahAmrawaty,S.Pt.,M.Si

Dept of SocialEconomy, Faculty of Animal Husbandry, Hasanuddin University, Makassar
Jalan. Skarda N 1 No. 16Makassar,South Sulawesi,Indonesia.

Pos code 90222, Phone: +62811414298

Email:amidah@unhas.ac.id

ABSTRACT

This study aims to identify and analyze partnership models of broilers, performance and the
extent of the government's role in the empowerment of farmers in the agribusiness
partnership system, using a qualitative descriptive research approach based on expert
judgment. The findings show that partnership contract farmingin South Sulawes with every
variation is essentialy different from the basic concept of partnership. The government's role
in empowering farmers in the partnership system of broilers in South Sulawes is to
encourage and create a business climate that is conducive and stimulating for the
development of broiler farmsin South Sulawesi; however, thisis not functioning optimally.

Keyword: Performance, Partnership, Broiler, Empower ment.

INTRODUCTION

The Indonesian livestock industry is growing very rapidly with increasing purchasing
power and experienced a peak in 1996. These developments are less encouraging since the
economic crisisaround 1997. Along with population growth, increased revenue and increased
public awareness of nutrition in Indonesia, broiler demand for livestock products are
expected to continue to rise. The consumption of animal protein has been widely met from
broiler meat consumption, which accounted for 67% of the total consumption of animal
protein, while cows only contributed 16% (Utomo, DB. 2013). Thisis a business opportunity
that is an incentive for employers to increase the productivity of broiler farms.

Broiler farms in Indonesia are a breeding business; there are major obstacles,
including not taking into account the economic and business scale, and the modest use of
technology, so that productivity is low and quality varies. Broiler farm conditions such as
these have a weak position and are sensitive to changes, mainly in marketing their products



(Patrick,l. et.all. 2004). Therefore, development interventions need outside forces, such as
capital, market creation, organization,andtechnical guidance. Responding to this problem, the
government issued a policy in the form of Presidential Decree No. 99 of 1998 on the field or
type of business open to medium businesses or large enterprises on the condition of the
partnership, one of which is a partnership of the broilers.

From several models that have been pursued, one that is considered to assist the
development of livestock agribusiness in terms of capital, supply of raw materials, marketing
and technical guidance of technology development is the partnership pattern of Agribusiness
Operations Cooperation (Sulaeman, S. and Eriyatno, 2001). The development of KOA
partnership pattern in South Sulawes shows a very positive trend especially in the last 10
years. At the beginning of development in South Sulawesi, broiler breeders are only
dominated by two largest feed industry companies in South Sulawesi, namely partnership
under PT Japfa Comfeed Indonesia (JCI) with partnership of PT Primatama Karya Persada
(PKP) and Kemitraan under the auspices PT Charoen Pokphand (CP) with partnership of PT.
Bina Pratama Satwa (BPS), which at the beginning of its development has only partner
farmers in the city of Makassar, Maros regency, Gowa and parts of Takalar district. The
development to date of existing partnership partners has reached twenty-seven companies
excluding local partners with small populations, with an expanding working area and almost
all districtsin South Sulawes (Ridwan, M. 2015).

A partnership development trend that is fast enough indicates the need for the
partnership concept in the development of agribusiness broiler farms in  South
Sulawesi.Despite the partnership model, there are still some problems remaining in its
development, especially in terms of optimizing the revenue received by breeder
partners.Empowerment carried out by the partners is helping to revive the farming slump due
to the economic crisis; however, this was not yet giving hope to propelling farm businesses
forward, economically and independently, and the subordination of financiers was strong
(large businesses) to farmers/ranchers (small business). In many cases, these partnerships
make small farmers increasingly independent, as they can no longer be competitive without
access to the services provided by contract farming companies (FAO, 2001 at Begum, et al.
2011). On the other hand, evidence from various countries shows that most contract farming
schemes exclude small farmers (Singh, 2000 in Begum et al. 2005). Generaly, intensive
farming with large capital causes a barrier to the entry of small farmers into the contract

system because of high transaction costs and economies of scale (Begum et a. 2005).



Generally, small farmersin Bangladesh as well as in Indonesia cannot take advantage
of market opportunities and often have difficulty accessing credit, obtaining information
about market opportunities or new technology, purchasing inputs such as DOC, feed, and
vaccines and accessing output markets. When the market is accessible, farmers often
experience fluctuations in the price or the price is not fair. This is an obstacle to the
development of the commercia poultry sector outside of partnerships and represents the
'bottleneck’ in the development process. (Begum et al. 2005).

Therefore, one of the challenges in the devel opment of farmers from the low position
into a higher position in the third world is how to develop them so that they can organize
themselves as an effective pressure group. As is the case in western countries, farmers need
to achieve the position and be able to be on an equal footing as well as to deal with various
other ingtitutions in the structure of egalitarianism (Brinkerhoff and Goldsmith, 1993;
Sumardjo, 1999). Implementing agribusiness development is expected to develop the self-
reliance of farmers so that the relationship of the structure of the system is not the position of
subordination, but rather a relationship of dependence (interdependence) of mutual support
and mutual benefit.

Improving the performance of partnership system in broiler agribusiness in South
Sulawesi, requires the implementation of appropriate strategy, competitive and
comprehensive and in line with the nature and the initial goal of the redization of a
cooperation system between ranchers and farming companies in a partnership concept broiler
agribusiness. In order to establish an appropriate, competitive and comprehensive
management strategy, the first thing to do is to measure the performance of the developed
partnership system. Syahyuti. (2003). states that performance measurement plays an

important role in ensuring the success of a strategy run by an organization or institution.

Formulation of the problem

1. llustration of the agribusiness partnership model of broilersin south Sulawes

2. How is the agribusiness partnership model performing in the empowerment of broiler
breedersin south Sulawes

3. What is the role of the government in the development of agribusiness partnership
broilersin South Sulawes

Resear ch pur poses

1. ldentify and analyze models of broiler partnerships that devel oped in South Sulawes



2. Understand and analyze the performance of the broiler agribusiness partnership model in
the empowerment of broiler breedersin South Sulawes.
3. ldentify and analyze the extent of the government's role in the empowerment of farmers
in the agribusiness partnership system of broilersin south Sulawes.
Resear ch usefulness
The results of this study are expected to be the subject ofstudy to develop a
partnership model based on broiler farms which can accommodate the interests of farmers,
resulting in greater income generation and self-reliance of farmers, as well as synergies,

which are interdependent, mutually beneficial and mutually reinforcing.

RESEARCH METHODS
Approach and type of study

This study uses research paradigm constructivism with descriptive qualitative
research (Sugiyono. 2009).
L ocation and Time Resear ch

This research was located throughout the district/city that is the area of agribusiness

partnership broiler operations in the province of South Sulawesi. Collecting data in this study
took place in 2015 with a duration of about 6 months.
Types and Sour ces of Data

Types of data collected in this study were derived from primary and secondary data
(Huberman, etal . 2009).
1. Primary data were obtained from in-depth interviews with a number of
informants/participants as well as direct observation of the object studied.
2. Secondary data were used as supporting data and were obtained from various sources such
as library documents (book report on the implementation of partnership, research reports, and
reports from various relevant agencies).
Data collection technique
Deep interview

In-depth interviews will be conducted with a number of informants and

experts/specialists consisting of groups of farmers, the government, academia and the private
sector (companies/associations of livestock/partnership management institutions broilers).
The determination of experts was based on them having a deep knowledge of the studies
examined, along with extensive experience in the field of partnership contract farming for

broilers; this experience is not only associated with one of the factors of resources, but also to



other related sectors. Besides this, the experts werealso chosen because they are aready
working for the government and private organizations and are involved in the operation, as
well as academic activities, especially those focused on livestock (Saaty, 1987; Marimin,
2004).
Observations

In this study, researchers will use a non-participant observation method, in which
researchers not directly involved in the daily activities of the community act as independent
observers.
Secondary Data Collection

Secondary data were used to support the analysis and interpretation of the datain this
study. These data were in the form of written data or images containing data on breeders,
planned partnership activities andthe types of activities that have already been done, results of
the studieswhich are relevant, as well as archives and other related agribusiness
partnershipactivities.
Data analysis

Technical analysis of the data in this study used qualitative data analysis. To improve
the quality of studies regarding the selection of alternative partnership models, the software
Expert Choice AHP 12 was used.

RESEARCH RESULT
Overview of Model Partnership Broiler in South Sulawes

In the poultry business, partnerships are not new, especially in South Sulawes.
Poultry businesses with partnership models have evolved over many years, however, the
problems of broiler partnershipsare still atopic of conversation or debate which areinteresting
to study because, despite various models of partnerships having been developed, the
resultsare still far from the expectations.Broiler breeders, as the main focus of the farming
sector, remain in avery weak position.

Actually, a partnership between poultry farmbreeders or the corporate field of animal
husbandry has been introduced by the government since 1984, which is known as PIR
poultry. PIR poultry implementation was a follow-up of Presidential Decree No. 50 of 1981.
The core aspects of Presidential Decree No. 50 of 1981 are: 1) the poultry farms are alowed
to move in the upstream industry of broilers (seed, feed, drug) or downstream industries of

broilers (slaughtering and trading of broilers), while the cultivation of broilersis only allowed



for farmers of the people, and 2) farm scale cultivation is limited (750units/cyclefor broilers
or 5000 units/cycle for laying hens), to prevent excess supply.

To ensure the upstream market of the broiler industry, while ensuring the provision of
poultry production facilities and marketing results for farmers of the population, the
government set broiler development patterns in 1984, known as PIR poultry. As an operation,
PIR poultry exists in three forms, namely: 1) PIR with plasma agreement, which guarantees
the provision of poultry production facilities and the marketing of products, 2) PIR with
plasma ratio, i.ethe plasma core system price ratio between the price of feedDOC and the
selling price of broilers, and 3) PIR with plasma Mandiri (without any deal or price ratio).

Recent developments in regulatory support have been provided by the government
with the enactment of the Government of the Republic of Indonesia No. 6 of 2003; this
focused on the empowerment of farmers by providing convenience to farmers in an effort to
empower farmers to farmers by type and number of herds under certain scale does not require
abusinesslicense.

Table 1. shows that of the three partnership model s developed in Indonesia today, as
reinforced by the explanation of article 29, paragraph 2 of the partnership model in PP 6 in
2013 regarding the Empowerment of Farmers, only a partnership model contract
farming/contract grower (100%) was developed in southern Sulawesi; the model involving
the management fee and profit-sharing is not well developed in the region. It is not clear why
the partnership model has not been developed in South Sulawesi, while in other places,
especialy in South Sumatra, both models are well developed.In conjunction with the
partnership model of contract farming,the partnership management fee dominates (50%) over
the contract farming model (40%) and the remainder (10%) for the model results (Sharif,
2010).

Based on the study results on the three models (presented in more detail in Table 2),
the model contract price is the model with the least risks for company partnership because
therisk is borne by the farmers’ partners. This is unlike the partnership model that was
developed by JASS Corp., where al of the risks are borne by the company. With conditions
that are less risky, this allows suboptimal production facilities to be provided (Day Old Chick
(DOC), feed and medicine-vaccine-chemical (OVK)) along with the quality and service field
workers less than the maximum, as many complained of by breeders partner in South
Sulawesi, namely the quality of DOC and feed less as well as service field technical officer

lacking especially give guidance in cultivation.



Table 2 shows the outline of the three main partnership broiler companies in South
Sulawesi, which has a base feed industry; DOC and OVK have characteristic partnership
models, and are aimost the same; the difference is the type of incentive given to farmers’
partners, although this is basically the same as the main basis of the calculation, just with
different names. The red difference isindicated by a partnership with JASS Corp., running a
business partnership, and is not based on industrial means of the production of feed, DOC
and even OVK who are willing to risk without burdening breeder partners.On the other hand,
they do not give incentives to the market; there is anincentive to improve the price of broiler
in the market, so the opportunity to get different prices for improved conditions is not
possible while the partnership is developed by industrial feed production facilities; DOC and
even OVK provide the profit opportunity. It appears that each of the existing models has
strengths and weaknesses which generally still favor the interests of the core company in the
base model selection decision (Table 3).

From the description above, efforts have been made to provide maximum opportunities
to earn better profits for the farmers’ partners. With standard contractual mechanisms, thereis
no negotiation; operational costs are borne by farmers, and participating breeders bear the
risk of losses unless special conditions/mass and not human error, compounded by the quality
of the means of production which is less assured as they have no other alternative because the
monopoly of the means of production feed DOC and OVK. Under these conditions, it is not
an exaggeration to say there has been breeder exploitation. Incentives promised, even with all
of the formulas, seem half-hearted.

The tendency above indicates the effort of the company partnership to seek the
maximum benefit by choosing alternatives to this model . when the company based Industrial
means of feed production, DOC and even OVK already took advantage with a monopoly of
production facilities feed, seed and even OVK so in genera, they have a very small chance of
losing money, but the fact remains to choose the safest position, so that alignments or
goodwill grow together through win-win partnership solutions based on the principles of
openness, fairness and mutual benefit far short of expectations.

Broiler Model Evaluation Partnership in South Sulawes

Partnership models with some variations were developed by broiler partnerships in
South Sulawesi; the results have identified several criteria for selecting a model with the
following weights (Table 4).

Table 4 shows that the contract price is the most important criterion; if the contract

price is good,then potential profits will also be improved, in addition to the quality of the



means of production (feed, DOC, and OVK), which is also a matter of no less importance, as
it will largely determine production performance. Quality seed and feed largely determine the
final performance of maintenance; however, the efforts of farmers to implement good
farming inputs, especialy if the quality of seed and feed are not good,will produce end
resultsthat will reflect the fact that the inputs are not good.

Next to partner requirements, incentives offered, compensation risks and equality and
openness, as well as the period and time of harvest, are important matters that also have
effects and are taken into consideration when choosing a model of partnership. Based on
these criteria, the consideration of the weight of each model can be analyzed in detail in
Table 5.

Table 5 shows that of the four alternative models for contract farming, two models are
comparably undeveloped in South Sulawes but are growing in other areas along with
alternative models. There is a tendency towards alternative models being able to provide the
increased income of farmers in agri-business partnership systems in broilers in South
Sulawesi, as shown by the highest weight in the model.

Therole of government in developing a partnership model broilers

The role of the government through various policies and programs is expected to
encourage and create a conducive business climate and to stimulate farmers and the private
sector so that businesses can thrive. In this case, the government acts as a facilitator,
regulator, and motivator, and should match relationships between those involved so that
actors can interact proportionally and exploitation will be contradictory.

In accordance with mandate PP. No. 6 in 2013 on the empowerment of breeders, the
involvement of central and local government in this partnership is to provide guidance in the
implementation of partnerships, treating farmers as an asset that must be maintained and
nurtured properly. The empowerment of farmers should be from the government down to the
local level, which aims to improve independence, provides convenience and progress of the
business and improve the competitiveness and prosperity of farmers.

Increased value added to livestock through business partnerships will be more
effective if there is proper support from the government in the form of political will and
political actions. There are forms of government support for establishing business
partnerships in the field of animal husbandry, among other things; first, the application of
laws andregulations that do not hamper the development of livestock businesseswhen
building business partnerships. Second, the government should be able to develop and
improve the infrastructure to develop business partnerships itself. Third, the government



should provide protection for the breeders from exploitation in cooperation activities with the
industry by checking the financia feasibility and managerial capacity of the industry (the
company); this will enable theprofitable business to be generated for all parties. Fourth, the
government should help in the development of an integrated information system that
combines information on each part involved in the supply chain system. Government support
is expected at the top for business partnershipsin the field of livestock to be effective, as well
asto increase the added value; ultimately, these can also improve the competitiveness of farm
products. In addition, livestock development can create multiple targets, namely to create
growth and equitable distribution of income at the same time (growth with equity) (Daryanto,
2009).

As dtipulated in Government Regulation No. 6 in 2013 on the Empowerment of
Farmers, the government has been fortified by providing a clear legal umbrella for the
empowerment of farmers;this ranges from access to sources of finance, science, information
technology, to servicing the farm, health services, technical assistance, the development of
partnerships, the creation of afavorable climate and the protection of livestock prices.

Implementation of these regulations in the field needs to escort and concrete
movement;in order for that to be effective, the mechanism to implement these
regul ationsneeds to be compiled and made clear. Every farm business must be known by the
local Animal Husbandry Department as a representative government; escorts and coaching
will prevent exploitation of the indication of the breeder/plasma.

Government policies that have been made should be a guideline for businesses in the
field of animal husbandry. Against this, breeding companies that break the rules must be dealt
with firmly by the proposed revocation of business licensesby the local mayor, according to
the Decree of the Minister of Agriculture No. 404/Kpts/OT.210/6/2002 on Guidelines for
Licensing and Registration of Livestock enterprises. However, the problems that have
occurred between farmers and entrepreneurs need ways to be settled amicably, without
entering into the realm of law; the government can facilitate the mediation or reconciliation
for the troubled, so that the world of farming in Indonesia can continue to grow and provide
benefits without breaking rules and regulations, being detrimental to either party.

Conclusion

Based on the description that has been presented in the previous section, it can be
summarized as follows:

1. From the number of partnership models recommended in the existing regulations, only one

main model of partnership has been developed in broiler farmsin South Sulawesi; thisisa



partnership based on the contract price/contract growth with every variation of the
contract. This depends on actors who develop business partnerships that are essentialy in
contrast to the partnership model mandated by the government, namely the creation of
partnerships that have a win-win solution, the sharing of resources and the sharing of risks
based on the principle of mutual needs, mutual strengthening and mutual benefit, to create
a system of partnerships that serve and improve the welfare of society and breeder
members of the partnership (breeder partners) through guidance and empowerment.

. The results of the evaluation of several variations of the contract farming model devel oped
in South Sulawes and several other models developed out of South Sulawes, as well as
the study of alternative models, suggest that it is necessaryto reconstruct a model of
partnership developed, which is reinforced with evaluation of alternative modelsfor the
development of broiler agribusiness partnership in South Sulawes.

. The role of the government in empowering the farm in broiler partnership systems in
South Sulawes is encouraging and creates a conducive business climate; also, it is
stimulating the development of broiler farms in South Sulawes but is not functioning
optimally. The role of local government as a facilitator, regulator, and motivator has been
matching actors so that they can interact proportionally and the exploitation is
contradictory. The government, especially animal husbandry departments, "do not know"
and "do not want to know" about the development of partnerships and company
partnerships,so there is no obligation to provide periodic reports to the agency or agencies.
Therefore, the government does not have accurate data on the development of business
partnerships from time to time as a basic instrument for monitoring development and

assessing the contribution of business development to farm breeders.

Suggestions

To create a partnership model that isideal for the empowerment of broiler farm in south

Sulawes and able to add value for the actors it needed support from the government in the

form:

(1) provides protection to the breeder of the people from exploitation in cooperation

activities with the industry, with constantmonitoring and evaluation of evolving

partnership practices

(2) abolished the monopoly of the means of production practices carried out by a partnership

company either directly or indirectly by encouraging regulations that enable a shift in



actors partnership of companies based livestock feed industry company to a partnership
model based Cooperative Agribusiness Poultry broiler.

(3) optimize the role of government and financia ingtitutions (banks) as an agency that
helps finance (credit) to farmers and cooperatives that run the system partnership with

the procedures and requirements easy.
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Table. 1. Partnerships Model and Main Actors Partnership Broiler in South Sulawes

No Company Partner ship Partner ship M odel
M anagement Contract Profit
Fee prices sharing
1  JAPFA Group - X -
2  Charoen Pokphand Group - X -
3 Patriot Group - X -
4  JASS - X -

Source: Research Data Processed in 2015

Table. 2. Comparison of Model Contracts Broiler Farming Partnership in South Sulawes

No Description of Partner ship Company Partner ship
JAPFA  Pokphand Patriot JASS
Group Group Group

Operating costs by breeders X X X X
Affected the market price X X X -
Fee DOCin - - - -
Fee DOC out - - - -
Marker price incentive affected
Breeder:

a) Performance incentive -
(IP/1PX)

b) Incentive Death

¢) Achievement EEF

d) Incentive FCR

e) Incentive Markets
f) Healthy Broilerlncentive
Compensation prices sick broilers - - - X
Therisk of sick broilers - X X X
Compensation cost of living - - - -
For the period end results - - - -
0 Risks Sharing:

a) Lossesincurred Core - - - X
b) Losses are borne by farmers - - - -
) Losses are shared X X X -

G wdNPF

X
X
X

1 X X
X X

= O 00 ~NOo

Source: Research Data Processed in 2015



Table. 3. Strengths and weaknesses of the partnership model

No Partnership Advantages Weaknesses
M odel
1  Contract Farming (CF):
2) JAPFA e The cost is borne by the e Fixed contract, no
Group company's core poultry negotiations
production facilities e Operational costs are borne by
e Thereisanincentiveso that farmers
there is a potential market o Breeders participate bear the
income higher when market risk of loss unless special
prices improved (above the conditions/mass and not
contract price) human error
e Many variations incentives e Quality poultry production
(market incentive, IP, FCR) facilities less assured.
3) Charoen e The cost is borne by the e Fixed contract, no
Pokphand  company's core poultry negotiations
Group production facilities e Operationa costs are borne by

e Variations many incentives
(Incentive IP, FCR, Acf EEF)

4) Patriot e The cost is borne by the
Group company's core poultry
production facilities
e Thereisan incentive so that
there isa potential market
income higher when

marketprices improved (above

the contract price)

¢ Variations many incentives
(Incentive markets, 1P, FCR)

¢ The cost is borne by the
company's core poultry
production facilities

e Companies bear therisk of
|osses breeder

5) JASS

2  Management
Fee™

¢ Operating costs given the

harvest)

company's core (eg: USD 500/
Doc in and Rp 300-500 / units

farmers

Breeders participate bear the

risk of loss unless special

conditions/mass and not

human error

¢ Quality poultry production
facilities less assured.

e Fixed contract, no
negotiations

e Operationa costs are borne by
farmers

¢ Breeders participate bear the
risk of loss unless special
conditions/mass and not
human error

e Quality poultry production
facilities less assured.

e Fixed contract, no
negotiations

e Operationa costs are borne by
farmers

e Unable to take advantage of
improving market prices
(more above of the contract
price)

e Variationsrelatively less
incentive, the incentive isonly
IP and healthy broiler

¢ Unable to take advantage of
improving market prices.

e Variation lessincentive, the
incentive only 1PX



e The company's core risk for

loss breeder

e Thereisan incentive feat (IPX)

3  Profit e Operating costs given the e Unable to take advantage of
Sharing ” company's core (eg: USD 500/  improving market prices.

Doc inand Rp 150/ units e Variation incentive less, only
harvest) incentive accomplishment

e The company's core risk for
loss breeder

e Thereisa 35% incentive
achievement of profit

Source: Research Data Processed in 2015

Table 4. Selection Criteria Weight partnership model

No Criteria Score

1  Termspartnership 0.163

2 The quality and quantity poultry production facilities (DOC, feed, 0.217
and OVK)

3 Contract price offered 0.259

4 Equality and openness recapitulation of the maintenance contract 0.064
and the breeder (RHPP)

5 Period and time of harvest (age and distance between harvests) 0.045

6 Incentive offered 0.118

7 Compensation risk 0.089

8 Responsiveness field officer 0.045

Source: Research Data Processed in 2015

Table 5. Weight Assessment Partnership Models

No Alternative Partnership M odel Weight Ranked
Existing Models South Sulawesi

1 Contract Farming JAPFA Group 0.238 2
2 Contract Farming Pokphand Group 0.172 3
3 Contract Farming Patriot Group 0.121 4
4 Contract Farming JASS 0.062 6
Existing Models outer South Sulawesi

5 Management Fee 0.263 7
6 Profit sharing 0.090 5

Alternative Model



7  Contract Farming proposal” 0.054

*) = Contract Farming Cooperative Based Agribusiness.
Source: Research Data Processed in 2015
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AGRIBUSINESS PARTNERSHIP PERFORMANCE
EMPOWERING BROILER BREEDERS

IN  EM-POWERMENT

ABSTRACT?”

This study aims to identify and analyze partnership models of [broiler (i.e., chickensraised for

meat) farmss, their performance and the extent of the government's role in the empowerment

[Commented [DJ1]: “Broiler farms” Ok here? ]

of farmers in the agribusiness partnership system, using a qualitative descriptive research
approach based on expert judgments. The findings show that partnership contract farming_in
South Sulawes with-in every variation is essentialy different from the basic concept of
partnership. The government's role in empowering farmers in the partnership system of

broiler_farmsd in South Sulawes is to encourage and create a business climate that is

conducive and stimulating for the development of broiler farms in South Sulawesi; however,
thisis not functioning optimally.

Keyword: Performance, Partnership, Broiler farms, Empower ment.

INTRODUCTION

The Indonesian livestock industry is growing very rapidly with increasing purchasing
power and experienced a peak in 1996. TheseD-developments have been areless encouraging
since the economic crisis around 1997. Along with population growth, increased revenue and
increased public awareness of nutrition in Indonesia, jpreier-demand for livestock products

isare expected to continue to rise. The consumption of animal protein has been widely met
from broiler (i.e. chickens raised for meat) meat-consumption, which accounted for 67% of

the total consumption of animal protein;; white-cows only contributed 16% (Utomo, BB-
2013). This is a business opportunity that is an incentive to for-emploeyers-to-increase the
productivity of broiler farms.

Broiler farms in Indonesia are a breeding business, there are major obstacles,
including not taking into account the economic and business scale, and the modest use of
technology, so that productivity is low and quality varies. [The position of bBroiler farms
conditiens-such as these have-aare weak pesition-and are sensitive to changes, mainly in
marketing their products (Patrick:}- et -alt., 2004). Therefore, development interventions need

outside forces, such as capital, market creation, organization,_and_technical guidance.

Responding to this problem, the government issued a policy in the form of Presidential
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Decree No. 99 of 1998 on the field or type of business open ho medium businesses or large
enterprises on the condition of the partnership, one of which is a partnership of the-broiler

farms.

From several models that have been pursued, one that is-has been considered to
assist the development of livestock agribusiness in terms of capital, supply of raw materials,
marketing and technical guidance of technology development is the partnership pattern of
Agribusiness Operations Cooperation (Sulaemann—S: and Eriyatno, 2001). The development
of |KOA\ partnership patterns in South Sulawesi shows a very positive trend especialy in the
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last 10 years. At the beginning of development in South Sulawesi, broiler breeders wereare
only dominated by the two largest feed industry companies in South Sulawesi, namely_a
partnership under PT Japfa Comfeed Indonesia (JCI) with partnership of PT Primatama
Karya Persada (PKP), and Kemitraan under the auspices PT Charoen Pokphand (CP) with
partnership of PT. Bina Pratama Satwa (BPS), which at the beginning of its development has
only partner farmers in the city of Makassar, Maros regency, Gowa and parts of Takalar
district. h’he development to date of existing partnership partners has reached twenty-seven
companies, excluding from the count local partners with small populations, with an
expanding working area includingand almost all districts in South Sulawes (Ridwan, M-
2015))

[Commented [DJ8]: Ok change? ]

Sutawesi-Despite the partnership model, there are still some problems remaining in its

development, especidly in terms of optimizing the revenue received by breeder partners.
Empowerment carried out by the partners is helping to revive the farming slump due to the
economic crisis; however, this is-was not yet giving hope to propelling farm businesses
forward, economically and independently, and the subordination of financiers jwas strong
(large businesses) to farmers/ranchers (small business). In many cases, these partnerships
make small farmers increasingly }'quependend, as they can no longer be competitive without

access to the services provided by contract farming companies (FAO, 2001, inat Begum; et
a., 2011). On the other hand, evidence from various countries shows that most contract
farming schemes exclude small farmers (Singh, 2000, in Begum et al., 2005). Generally,
intensive farming with large capital causes a barrier to the entry of small farmers into the
contract system because of high transaction costs and economies of scale (Begum et a.,
2005).
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Generally, small farmersin Bangladesh as well as in Indonesia cannot take advantage

of market opportunities and often have difficulty accessing credil;; lobtaining information

about market opportunities or new technology;; purchasing inputs such as DOC, feed, and
vaccines, and accessing output markets. Even w\/hen the market is accessible, farmers often
experience fluctuations in the price or the price is not fair. This is an obstacle to the
development of the commercial poultry sector outside of partnerships and represents the
'bottleneck’ in the development process. (Begum et al. 2005).

Therefore, one of the challenges in the development of farmers from the-a low
position into a higher position in the third world is how to develop-help them so-that-they-can
organize themselves as an effective pressure group. As is the case in Wwestern countries,
farmers need to achieve a sufficientthe position toand be able to be on an equal footing as
well as to deal with various other institutions in the structure of egalitarianism (Brinkerhoff
and Goldsmith, 1993; Sumardjo, 1999). Implementing agribusiness development is expected
to devel op the-self-reliance of farmers so that the relationship of the structure of the system is
not athe position of subordination, but rather a relationship of dependence (interdependence)
of mutual support and mutual benefit.

Improving the performance of the partnership system in broiler agribusinesses in
South Sulawesi; requires the implementation of an appropriate strategy_that is ;-competitive

and comprehensive and in line Mith the nature of and-their initial- goaldgoal-of the redlization

broHer—agribusiness. In order to establish an appropriate, competitive and comprehensive
management strategy, the first thing to do is to measure the performance of the developed
partnership system. Syahyuti- (2003)- states that performance measurement plays an
important role in ensuring the success of a strategy run by an organization or institution.

Resear ch purposes

1. Identify and analyze models of broiler farm partnerships that have developed in South
Sulawesi

2. Understand and analyze the performance of the broiler agribusiness partnership model in
the empowerment of broiler breeders in South Sulawesi.

3. Identify and analyze the extent of the government's role in the empowerment of farmers

in the agribusiness partnership system of broiler farmsin south Sulawesi.

{
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RESEARCH METHODS
Approach and type of study
This study uses research paradigm constructivism with descriptive qualitative

research (Sugiyono,: 2009).

L ocation and Time Resear ch
This research was located throughout the district/city, the centerthat-is-the-area of

agribusiness partnership broiler operations in the province of South Sulawesi. Collecting data
in this study took place in 2015, with a duration of about 6 months.

Typesand Sour ces of Data

Types of data collected in this study were derived from primary and secondary data
(Huberman; et al., 2009).
1. Primary data were obtained from in-depth interviews with a number of
informants/participants as well as direct observation of the object studied.
2. Secondary data were used as supporting data and were obtained from various sources such
as library documents (book report on the implementation of partnership, research reports, and

reports from various relevant agencies).

Data collection technique
Deep interview
In-depth interviews will—bewerd conducted with a number of informants and

experts/specialists consisting of groups of farmers, the government, academia and the private
sector (companies/associations of livestock/partnership management ingtitutions broilers).
The determination of experts was based on them having a deep knowledge of the studies
issues examined, along with extensive experience in the field of partnership contract farming
for broilers; this experience is not only associated with one of the factors of resources, but
also to other related sectors. Besides this, the experts were also chosen because they are
already working for the government and private organizations and are involved in the
operations, as well as academic activities, especially those focused on livestock (Saaty, 1987;
Marimin, 2004).

Observations
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In this study, researchers wit-used a non-participant observation method, in which
researchers not directly involved in the daily activities of the community act as independent

observers.

Secondary Data Collection

Secondary data were used to support the analysis and interpretation of the primary
data in this study. These data were in the form of written data or images containing data on
breeders, planned partnership activities and_the types of activities that have already been
done, results of the-relevant studiesswhich-arerelevant, as well as archives and other related
agribusiness partnership activities.

Data analysis

Technical analysis of the data in this study used qualitative data analysis. To improve
the quality of studies regarding the selection of alternative partnership models, the software
Expert Choice AHP 12 was used.

RESEARCH-RESULTS
Overview of Model Partnership Broiler Farmsin South Sulawesi

In the poultry business, partnerships are not new, especially in South Sulawesi.
Poultry businesses with partnership models have evolved over many years; however, the
problems of broiler partnerships are still a topic of conversation or debate thatwhich is
areinteresting to study because, despite various models of partnerships having been
developed, the results are till far from the expectations._Broiler breeders, as the main focus
of the farming sector, remain in avery weak position.

Actually, —a-partnerships between poultry farm_breeders ander the corporate field of
animal husbandry has been introduced by the government since 1984, which is known as PIR
poultry. PIR poultry implementation was a follow-up of Presidential Decree No. 50 of 1981.
The core aspects of Presidential Decree No. 50 of 1981 are: 1) the poultry farms are allowed
to move in the upstream industry of broilers (seed, feed, drug) or downstream industries of
broilers (slaughtering and trading of broilers), while the cultivation of broilers isis only
allowed for small farmers—of—the—people; and 2) farm scale cultivation is limited (750
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units/cycle for broilers or 5000 units/cycle for laying hens), to prevent excess supply.
To ensure the upstream market of the broiler industry, while ensuring the provision of

poultry production facilities and marketing results for farmers of the population, the



government set broiler development patterns in 1984, known as PIR poultry. As an operation,
PIR poultry exists in three forms, namely: 1) PIR with jplasmd agreement, which guarantees
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the provision of poultry production facilities and the marketing of products, 2) PIR with

plasmaratio, i.e. the plasma core system price ratio between the price of feedbBfeed DOC and
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the selling price of broilers, and 3) PIR with [pl asma Mandiri |(without any deal or price ratio).

Recent developments in regulatory support have been provided by the government

with the enactment of the Government of the Republic of Indonesia No. 6 of 2003.; Tthis

in parentheses)
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focused on the empowerment of farmers by providing convenience to farmers in an effort to
empower farmers, such that certain types ofte farmers by-type-and below a certain number of
herds under-certain-seale-does not require a business license.
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Table 1- shows that of the three partnership models developed in Indonesia today, as
reinforced by the explanation of Aarticle 29, Pparagraph 2 of the partnership model in PP6in
2013 regarding the Empowerment of Farmers, only a partnership model contract
farming/contract grower (100%) was developed in southern Sulawesi; the model involving
the management fee and profit-sharing is not well developed in the region. It is not clear why
the partnership model has not been devel oped ir-Seuth-Sulawesithere, while in other places,
especiadly in South Sumatra, both models are well developed._In conjunction with the
partnership model of contract farming,_the partnership management fee dominates (50%)
over the contract farming model (40%) and the remainder (10%) for the model results
(Sharif, 2010).

Based on the study results on the three models (presented in more detail in Table 2),
the model contract price is the model with the least risks for company partnership, because
the_risk is borne by the farmers’ partners. This is unlike the partnership model that was
developed by JASS Corp., where all of the risks are borne by the company. With conditions
that are less risky, this allows suboptimal production facilities to be provided, such as (Day
Old Chicks (DOC), feed and medicine-vaccine-chemical (OVK),} along with the quality and
service field workers less than the maximum;optimal. PMasmany complaints have been made
ned-of-by breeders partners in South Sulawesi, namely about the quality of DOC and feed,
less as well as service field technical officer lacking the ability to giveespeciathy—give
guidance in cultivation,
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Table 2 shows the outline of the three main partnership broiler companies in South
Sulawesi, which has a base feed industry; DOC and OVK have characteristic partnership
models, and are almost the same; the difference is the type of incentive given to farmers’

partners, athough this is basically the same as the main basis of the calculation, just with



different names. The real difference isindicated by a partnership with JASS Corp., running a
business partnership, and is not based on industrial means of the production of feed, DOC
and even OVK who are willing ko risk jwithout burdening breeder partners. On the other hand,
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they do not give incentives to the market; there is an_incentive to improve the price of broilers
in the market, so the opportunity to get different prices for improved conditions is not
possible while the partnership is developed by industrial feed production facilities; DOC and
even OVK provide the profit opportunity. It appears that each of the existing models has
strengths and weaknesses, which generally still favor the interests of the core company in_the
the-base model selection decision (Table 3).

From the description above, efforts have been made to provide maximum opportunities
to earn better profits for the farmers’ partners. With standard contractual mechanisms, there is
no negotiation; operational costs are borne by farmers, and participating breeders bear the
risk of losses unless special conditions/mass and not human error, compounded by the quality
of the means of production which isless assured as they have no other alternative because the
monopoly of the means of production feed DOC and OVK. Under these conditions, it is not
an exaggeration to say there has been breeder exploitation. Incentives promised, even with al
of the formulas, seem half-hearted.

The tendency above indicates the effort of the company partnership to seek-the
maximum benefits by choosing alternatives to this model. Twhen—the company-—based
itndustrial means of feed production, DOC and even OVK _have already took advantage with
amonopoly of production facilities feed, seed and even OVK so in general, they have a very
small chance of losing money, but the fact remains to choose the safest position, so that
alignments or goodwill grow together through win-win partnership solutions based on the

principles of openness, fairness and mutual benefit far short of expectations.

Broiler Model Evaluation Partner ship in South Sulawesi

Partnership models with some variations were developed by broiler partnerships in
South Sulawesi; the results have identified several criteria for selecting a model with the
following weights (Table 4).

Table 4 shows that the contract price is the most important criterion; if the contract
price is good,_then potential profits will also be improved, in addition to the quality of the
means of production (feed, DOC, and OVK), which is also a matter of no less importance, as
it will largely determine production performance. Quality seed and feed largely determine the

final performance of maintenance; however, the efforts of farmers to implement good



farming inputs, especially if the quality of seed and feed are not good, will produce end
results that-wit-reflecting poor inputs. -thefact-that-the thputs-are-net-good:

Next to partner requirements, incentives offered, compensation risks and equality and
openness, as well as the period and time of harvest, are important matters that also have
effects and are taken into consideration when choosing a model of partnership. Based on
these criteria, the consideration of the weight of each model can-beare analyzed in detail in
Table5.

Table 5 shows that of the four alternative models for contract farming, two models are
comparably undeveloped in South Sulawesi, but are growing in other areas along with
alternative models._There is a tendency towards alternative models being able to provide the
increased income of farmers in agri-business partnership systems in broilers in South
Sulawesi, as shown by the highest weight in the model.

Therole of government in developing a partner ship model for_broiler far merss

The role of the government through various policies and programs is expected to
encourage and create a conducive business climate and to stimulate farmers and the private
sector so that businesses can thrive. In this case, the government acts as a facilitator,
regulator, and motivator, and should match relationships between those involved so that
actors can interact proportionally and exploitation will be contradictory.

In accordance with mandate PP. No. 6 in 2013 on the empowerment of breeders, the
involvement of central and local government in this partnership is to provide guidance in the
implementation of partnerships, treating farmers as an asset that must be maintained and
nurtured properly. The empowerment of farmers should be from the government down to the
local level, which aims to improve independence, provides convenience and progress of the
business and improve the competitiveness and prosperity of farmers.

Increased value added to livestock through business partnerships will be more
effective if there is proper support from the government in the form of political will and
political actions. There are forms of government support for establishing business
partnerships in the field of animal husbandry, among other things.; First, the-application of
laws and_regulations that do not hamper the development of livestock businesses when
building business partnerships. Second, the government should be able to develop and
improve the infrastructure to develop business partnerships-itself. Third, the government
should provide protection for the-breeders from exploitation in cooperation activities with the
industry by checking the financial feasibility and manageria capacity of the industry (the



company); this will enable the profitable business to be generated for all parties. Fourth, the
government should help in the development of an integrated information system that
combines information on each part involved in the supply chain system. Government support
is expected at the top for business partnershipsin the field of livestock to be effective, aswell
asto increase the added value; ultimately, these can also improve the competitiveness of farm
products. In addition, livestock development can create multiple targets, namely to create
growth and equitable distribution of income at the same time (growth with equity) (Daryanto,
2009).

As dtipulated in Government Regulation No. 6 in 2013 on the Empowerment of
Farmers, the government has been fortified by providing a clear legal umbrella for the
empowerment of farmers;_this ranges from access to sources of finance, science, information
technology, to servicing the farm, health services, technical assistance, the development of
partnerships, the creation of afavorable climate and the protection of livestock prices.

Implementation of these regulations in the field needs to escort and (di rect(—:enerete[
movement;_in order for that to be effective, the mechanism to implement these regulations
needs to be compiled and made clear. Every farm business must be known by the local
Animal Husbandry Department as a representative government; escorts and coaching will
prevent exploitation of the indication of the breeder/plasmal
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Government policies that have been made should be a guideline for businesses in the
field of animal husbandry. Against this, breeding companies that break the rules must be dealt
with firmly by the proposed revocation of business licenses by the local mayor, according to
the Decree of the Minister of Agriculture No. 404/Kpts/OT.210/6/2002 on Guidelines for
Licensing and Registration of Livestock enterprises. However, the problems that have
occurred between farmers and entrepreneurs need ways to be settled amicably, without
entering into the realm of law; the government can facilitate the mediation or reconciliation
for the troubled, so that the world of farming in Indonesia can continue to grow and provide
benefits without breaking rules and regulations, being detrimental to either party.

Conclusion
Based on the description that has been presented in the previous section, it can be
summarized as follows:
1. From the number of partnership models recommended in the existing regulations, only one
main model of partnership has been developed in broiler farmsin South Sulawesi; thisisa
partnership based on the contract price/contract growth with every variation of the



contract. This depends on actors who develop business partnerships that are essentialy in
contrast to the partnership model mandated by the government, namely the creation of
partnerships that have a win-win solution, the sharing of resources and the sharing of risks
based on the principle of mutual needs, mutual strengthening and mutual benefit, to create
a system of partnerships that serve and improve the welfare of society and breeder
members of the partnership (breeder partners) through guidance and empowerment.

. The results of the evaluation of several variations of the contract farming model developed
in South Sulawesi and several other models developed out of South Sulawesi, as well as
the study of alternative models, suggest that it is necessaryto reconstruct a model of
partnership developed, which is reinforced with evaluation of aternative models for the
development of broiler agribusiness partnership in South Sulawesi.

. The role of the government in empowering the-farms in broiler partnership systems in

South Sulawesi is encouraging and creates a conducive business climate; also, it is

stimulating the development of broiler farms in South Sulawesi, but is not functioning

optimally. The role of local government as a facilitator, regulator, and motivator has been
matching actors so that they can interact proportionally and the exploitation is
contradictory. The government, especially animal husbandry departments, "do not know"
and "do not want to know" about the development of partnerships and company
partnerships,_so there is no obligation to provide periodic reports to the agency or
agencies. Therefore, the government does not have accurate data on the development of
business partnerships from time to time as a basic instrument for monitoring devel opment

and assessing the contribution of business development to farm breeders.
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ABSTRACT”

This study aims to identify and analyze partnership models of broiler (i.e., chickens raised for
meat) farms, their performance and the extent of the government's role in the empowerment
of farmers in the agribusiness partnership system, using a qualitative descriptive research
approach based on expert judgments. The findings show that partnership contract farming in
South Sulawes in every variation is essentialy different from the basic concept of
partnership. The government's role in empowering farmers in the partnership system of
broiler farms in South Sulawes is to encourage and create a business climate that is
conducive and stimulating for the development of broiler farms in South Sulawesi; however,
thisis not functioning optimally.

Keyword: Performance, Partnership, Broiler farms, Empowerment.

INTRODUCTION

The Indonesian livestock industry is growing very rapidly with increasing purchasing
power and experienced a peak in 1996. Devel opments have been less encouraging since the
economic crisisaround 1997. Along with population growth, increased revenue and increased
public awareness of nutrition in Indonesia, demand for livestock products are expected to
continue to rise. The consumption of animal protein has been widely met from broiler (i.e.
chickens raised for meat) consumption, which accounted for 67% of the total consumption of
animal protein; cows only contributed 16% (Utomo, 2013). This is a business opportunity

that is an incentive to increase the productivity of broiler farms.



Broiler farms in Indonesia are a breeding business; there are mgor obstacles,
including not taking into account the economic and business scale, and the modest use of
technology, so that productivity islow and quality varies. The position of broiler farms such
as these are weak and are sensitive to changes, mainly in marketing their products (Patrick et
al., 2004). Therefore, development interventions need outside forces, such as capital, market
creation, organization, and technical guidance. Responding to this problem, the government
issued a policy in the form of Presidential Decree No. 99 of 1998 on the field or type of
business open to medium businesses or large enterprises on the condition of the partnership,
one of which isa partnership of broiler farms.

From several models that have been pursued, one that has been considered to assist
the development of livestock agribusiness in terms of capital, the supply of raw materials,
marketing and technical guidance of technology development is the partnership pattern of
Agribusiness Operations Cooperation (Sulaeman and Eriyatno, 2001). The development of
KOA partnership patterns in South Sulawesi shows a very positive trend, especialy in the
last 10 years. At the beginning of development in South Sulawesi, broiler breeders were
dominated by the two largest feed industry companies in South Sulawes, namely a
partnership under PT Japfa Comfeed Indonesia (JCI) with partnership of PT Primatama
Karya Persada (PKP), and Kemitraan under the auspices PT Charoen Pokphand (CP) with
partnership of PT. Bina Pratama Satwa (BPS), which at the beginning of its development has
only partner farmers in the city of Makassar, Maros regency, Gowa and parts of Takalar
district. The development to date of existing partnership partners has reached twenty-seven
companies, excluding from the count local partners with small populations, with an
expanding working areaincluding aimost all districtsin South Sulawes (Ridwan, 2015).

Despite the partnership model, there are ill some problems remaining in its
development, especidly in terms of optimizing the revenue received by breeder partners.
Empowerment carried out by the partners is helping to revive the farming slump due to the
economic crisis; however, thisis not yet giving hope to propelling farm businesses forward,
economicaly and independently, and the subordination of financiers was strong (large
businesses) to farmerg/ranchers (small business). In many cases, these partnerships make
small farmers increasingly dependent, as they can no longer be competitive without access to
the services provided by contract farming companies (FAO, 2001, in Begum et al., 2011). On
the other hand, evidence from various countries shows that most contract farming schemes

exclude small farmers (Singh, 2000, in Begum et al., 2005). Generally, intensive farming



with large capital causes a barrier to the entry of small farmers into the contract system
because of high transaction costs and economies of scale (Begum et al., 2005).

Generally, small farmersin Bangladesh as well asin Indonesia cannot take advantage
of market opportunities and often have difficulty accessing credit; obtaining information
about market opportunities or new technology; purchasing inputs such as DOC, feed, and
vaccines, and accessing output markets. Even when the market is accessible, farmers often
experience fluctuations in the price or the price is not fair. This is an obstacle to the
development of the commercia poultry sector outside of partnerships and represents the
'bottleneck’ in the development process. (Begum et al. 2005).

Therefore, one of the challenges in the development of farmers from a low position
into a higher position in the third world is how to help them organize themselves as an
effective pressure group. As is the case in Western countries, farmers need to achieve a
sufficient position to be able to be on an equal footing as well as to deal with various other
institutions in the structure of egalitarianism (Brinkerhoff and Goldsmith, 1993; Sumardio,
1999). Implementing agribusiness development is expected to develop self-reliance of
farmers so that the relationship of the structure of the system is not a position of
subordination, but rather a relationship of dependence (interdependence) of mutual support
and mutual benefit.

Improving the performance of the partnership system in broiler agribusinesses in
South Sulawes requires the implementation of an appropriate strategy that is competitive and
comprehensive and in line with the nature of their initial goals. In order to establish an
appropriate, competitive and comprehensive management strategy, the first thing to do is to
measure the performance of the developed partnership system. Syahyuti (2003) states that
performance measurement plays an important role in ensuring the success of a strategy run by

an organization or institution.

Resear ch pur poses

1. ldentify and analyze models of broiler farm partnerships that have developed in South
Sulawes

2. Understand and analyze the performance of the broiler agribusiness partnership model in
the empowerment of broiler breedersin South Sulawes.

3. ldentify and analyze the extent of the government's role in the empowerment of farmers

in the agribusiness partnership system of broiler farmsin South Sulawes.



RESEARCH METHODS
Approach and type of study
This study uses research paradigm constructivism with descriptive qualitative

research (Sugiyono, 2009).

L ocation and Time Research

This research was located throughout the district/city, the center of agribusiness
partnership broiler operations in the province of South Sulawesi. Collecting data in this study
took place in 2015, with a duration of about 6 months.

Types and Sour ces of Data

Types of data collected in this study were derived from primary and secondary data
(Huberman et al., 2009).
1. Primary data were obtained from in-depth interviews with a number of
informants/participants as well as direct observation of the object studied.
2. Secondary data were used as supporting data and were obtained from various sources such
as library documents (book report on the implementation of partnership, research reports, and

reports from various relevant agencies).

Data collection technique
Deep interview

In-depth interviews were conducted with a number of informants and
experts/specialists consisting of groups of farmers, the government, academia and the private
sector (companies/associations of livestock/partnership management institutions broilers).
The determination of experts was based on them having a deep knowledge of the issues
examined, along with extensive experience in the field of partnership contract farming for
broilers; this experience is not only associated with one of the factors of resources, but also to
other related sectors. Besides this, the experts were also chosen because they are already
working for the government and private organizations and are involved in operations, as well
as academic activities, especialy those focused on livestock (Saaty, 1987; Marimin, 2004).

Observations



In this study, researchers used a non-participant observation method, in which
researchers not directly involved in the daily activities of the community act as independent

observers.

Secondary Data Collection

Secondary data were used to support the analysis and interpretation of the primary
data in this study. These data were in the form of written data or images containing data on
breeders, planned partnership activities and the types of activities that have already been
done, results of relevant studies, as well as archives and other related agribusiness partnership

activities.

Data analysis

Technical analysis of the data in this study used qualitative data analysis. To improve
the quality of studies regarding the selection of alternative partnership models, the software
Expert Choice AHP 12 was used.

RESULTS
Overview of Model Partnership Broiler Farmsin South Sulawesi

In the poultry business, partnerships are not new, especially in South Sulawes.
Poultry businesses with partnership models have evolved over many years, however, the
problems of broiler partnerships are still atopic of conversation or debate that is interesting to
study because, despite various models of partnerships having been developed, the results are
still far from the expectations. Broiler breeders, as the main focus of the farming sector,
remain in avery weak position.

Actually, partnerships between poultry farm breeders and the corporate field of
animal husbandry have been introduced by the government since 1984, which is known as
PIR poultry. PIR poultry implementation was a follow-up of Presidential Decree No. 50 of
1981. The core aspects of Presidential Decree No. 50 of 1981 are: 1) the poultry farms are
allowed to move in the upstream industry of broilers (seed, feed, drug) or downstream
industries of broilers (slaughtering and trading of broilers), while the cultivation of broilersis
only allowed for small farmers, and 2) farm scale cultivation is limited (750 units/cycle for
broilers or 5000 units/cycle for laying hens), to prevent excess supply.

To ensure the upstream market of the broiler industry, while ensuring the provision of

poultry production facilities and marketing results for farmers of the population, the



government set broiler development patterns in 1984, known as PIR poultry. As an operation,
PIR poultry exists in three forms, namely: 1) PIR with plasma agreement, which guarantees
the provision of poultry production facilities and the marketing of products, 2) PIR with
plasma ratio, i.e. the plasma core system price ratio between the price of feed DOC and the
selling price of broilers, and 3) PIR with plasma Mandiri (without any deal or price ratio).

Recent developments in regulatory support have been provided by the government
with the enactment of the Government of the Republic of Indonesia No. 6 of 2003. This
focused on the empowerment of farmers by providing convenience to farmers in an effort to
empower farmers, such that certain types of farmers and below a certain number of herds do
not require a business license.

Table 1 shows that of the three partnership models developed in Indonesia today, as
reinforced by the explanation of Article 29, Paragraph 2 of the partnership model in PP 6 in
2013 regarding the Empowerment of Farmers, only a partnership model contract
farming/contract grower (100%) was developed in southern Sulawesi; the modd involving
the management fee and profit-sharing is not well developed in the region. It is not clear why
the partnership model has not been devel oped there, while in other places, especially in South
Sumatra, both models are well developed. In conjunction with the partnership model of
contract farming, the partnership management fee dominates (50%) over the contract farming
model (40%) and the remainder (10%) for the moddl results (Sharif, 2010).

Based on the study results on the three models (presented in more detail in Table 2),
the model contract price is the mode with the least risks for company partnership, because
the risk is borne by the farmers’ partners. This is unlike the partnership model that was
developed by JASS Corp., where all of the risks are borne by the company. With conditions
that are less risky, this allows suboptimal production facilities to be provided, such as Day
Old Chicks (DOC), feed and medicine-vaccine-chemical (OVK), along with the quality and
service field workers less than the optimal. Many complaints have been made by breeder
partners in South Sulawesi, namely about the quality of DOC and feed, as well as service
field technical officer lacking the ability to give guidance in cultivation.

Table 2 shows the outline of the three main partnership broiler companies in South
Sulawesi, which has a base feed industry; DOC and OVK have characteristic partnership
models, and are almost the same; the difference is the type of incentive given to farmers’
partners, although this is basically the same as the main basis of the calculation, just with
different names. The real difference isindicated by a partnership with JASS Corp., running a
business partnership, and is not based on industrial means of the production of feed, DOC



and even OVK who are willing to risk without burdening breeder partners. On the other hand,
they do not give incentives to the market; there is an incentive to improve the price of broilers
in the market, so the opportunity to get different prices for improved conditions is not
possible while the partnership is developed by industrial feed production facilities; DOC and
even OVK provide the profit opportunity. It appears that each of the existing models has
strengths and weaknesses, which generally till favor the interests of the core company in the
base model selection decision (Table 3).

From the description above, efforts have been made to provide maximum opportunities
to earn better profits for the farmers’ partners. With standard contractual mechanisms, there is
Nno negotiation; operational costs are borne by farmers, and participating breeders bear the
risk of losses unless special conditions/mass and not human error, compounded by the quality
of the means of production which isless assured as they have no other alternative because the
monopoly of the means of production feed DOC and OVK. Under these conditions, it is not
an exaggeration to say there has been breeder exploitation. Incentives promised, even with all
of the formulas, seem half-hearted.

The tendency above indicates the effort of the company partnership to seek
maximum benefits by choosing alternatives to this model. The company-based industrial
means of feed production, DOC and even OVK have aready taken advantage with a
monopoly of production facilities feed, seed and even OVK so in general, they have a very
small chance of losing money, but the fact remains to choose the safest position, so that
alignments or goodwill grow together through win-win partnership solutions based on the
principles of openness, fairness and mutual benefit far short of expectations.

Broiler Model Evaluation Partnership in South Sulawes

Partnership models with some variations were developed by broiler partnerships in
South Sulawesi; the results have identified several criteria for selecting a model with the
following weights (Table 4).

Table 4 shows that the contract price is the most important criterion; if the contract
price is good, the potential profits will also be improved, in addition to the quality of the
means of production (feed, DOC, and OVK), which is also a matter of no lessimportance, as
it will largely determine production performance. Quality seed and feed largely determine the
final performance of maintenance; however, the efforts of farmers to implement good
farming inputs, especialy if the quality of seed and feed are not good, will produce end
results reflecting poor inputs.



Next to partner requirements, incentives offered, compensation risks and equality and
openness, as well as the period and time of harvest, are important matters that also have
effects and are taken into consideration when choosing a model of partnership. Based on
these criteria, the consideration of the weight of each model is anayzed in detail in Table 5.

Table 5 shows that of the four alternative models for contract farming, two models are
comparable undeveloped in South Sulawes, but are growing in other areas aong with
alternative models. There is a tendency towards alternative models being able to provide the
increased income of farmers in agri-business partnership systems in broilers in South
Sulawesi, as shown by the highest weight in the model.

Therole of government in developing a partnership model for broiler farmers

The role of the government through various policies and programs is expected to
encourage and create a conducive business climate and to stimulate farmers and the private
sector so that businesses can thrive. In this case, the government acts as a facilitator,
regulator, and motivator, and should match relationships between those involved so that
actors can interact proportionally and exploitation will be contradictory.

In accordance with mandate PP. No. 6 in 2013 on the empowerment of breeders, the
involvement of central and local government in this partnership is to provide guidance in the
implementation of partnerships, treating farmers as an asset that must be maintained and
nurtured properly. The empowerment of farmers should be from the government down to the
local level, which aims to improve independence, provides convenience and progress of the
business and improve the competitiveness and prosperity of farmers.

Increased value added to livestock through business partnerships will be more
effective if there is proper support from the government in the form of political will and
political action. There are forms of government support for establishing business partnerships
in the field of anima husbandry, among other things. First, application of laws and
regulations that do not hamper the development of livestock businesses when building
business partnerships. Second, the government should be able to develop and improve the
infrastructure to develop business partnerships. Third, the government should provide
protection for breeders from exploitation in cooperation activities with the industry by
checking the financial feasibility and managerial capacity of the industry (the company); this
will enable the profitable business to be generated for al parties. Fourth, the government
should help in the development of an integrated information system that combines
information on each part involved in the supply chain system. Government support is



expected at the top for business partnershipsin the field of livestock to be effective, aswell as
to increase the added value; ultimately, these can also improve the competiti veness of farm
products. In addition, livestock development can create multiple targets, namely to create
growth and equitable distribution of income at the same time (growth with equity) (Daryanto,
2009).

As dtipulated in Government Regulation No. 6 in 2013 on the Empowerment of
Farmers, the government has been fortified by providing a clear legal umbrella for the
empowerment of farmers; this ranges from access to sources of finance, science, information
technology, to servicing the farm, health services, technical assistance, the development of
partnerships, the creation of afavorable climate and the protection of livestock prices.

Implementation of these regulations in the field needs to escort and direct movement;
in order for that to be effective, the mechanism to implement these regulations needs to be
compiled and made clear. Every farm business must be known by the local Animal
Husbandry Department as a representative government; escorts and coaching will prevent
exploitation of the indication of the breeder/plasma.

Government policies that have been made should be a guideline for businesses in the
field of animal husbandry. Against this, breeding companies that break the rules must be dealt
with firmly by the proposed revocation of business licenses by the local mayor, according to
the Decree of the Minister of Agriculture No. 404/Kpts/OT.210/6/2002 on Guidelines for
Licensing and Registration of Livestock enterprises. However, the problems that have
occurred between farmers and entrepreneurs need ways to be settled amicably, without
entering into the realm of law; the government can facilitate the mediation or reconciliation
for the troubled, so that the world of farming in Indonesia can continue to grow and provide

benefits without breaking rules and regulations, being detrimenta to either party.

Conclusion
Based on the description that has been presented in the previous section, it can be
summarized as follows:

1. From the number of partnership models recommended in the existing regulations, only one
main model of partnership has been developed in broiler farmsin South Sulawes; thisis a
partnership based on the contract price/contract growth with every variation of the
contract. This depends on actors who develop business partnerships that are essentially in
contrast to the partnership model mandated by the government, namely the creation of
partnerships that have a win-win solution, the sharing of resources and the sharing of risks



Su

based on the principle of mutual needs, mutual strengthening and mutual benefit, to create
a system of partnerships that serve and improve the welfare of society and breeder

members of the partnership (breeder partners) through guidance and empowerment.

. The results of the evaluation of several variations of the contract farming model devel oped

in South Sulawes and several other models developed out of South Sulawesi, as well as
the study of alternative models, suggest that it is necessary to reconstruct a model of
partnership developed, which is reinforced with evaluation of aternative models for the
development of broiler agribusiness partnership in South Sulawes.

. The role of the government in empowering farms in broiler partnership systems in South

Sulawes is encouraging and creates a conducive business climate; also, it is stimulating
the development of broiler farms in South Sulawes but is not functioning optimally. The
role of local government as a facilitator, regulator, and motivator has been matching actors
so that they can interact proportionally and the exploitation is contradictory. The
government, especially animal husbandry departments, "do not know" and "do not want to
know" about the development of partnerships and company partnerships, so there is no
obligation to provide periodic reports to the agency or agencies. Therefore, the
government does not have accurate data on the development of business partnerships from
time to time as a basic instrument for monitoring development and assessing the

contribution of business development to farm breeders.

ggestions
To create a partnership model that isideal for the empowerment of broiler farm in south

Sulawesi and able to add value for the actors it needed support from the government in the

form:

(D

2

provides protection to the breeder of the people from exploitation in cooperation
activities with the industry, with constant monitoring and evaluation of evolving
partnership practices

abolished the monopoly of the means of production practices carried out by a partnership
company either directly or indirectly by encouraging regulations that enable a shift in
actors partnership of companies based livestock feed industry company to a partnership
model based Cooperative Agribusiness Poultry broiler.



(3) optimize the role of government and financia institutions (banks) as an agency that
helps finance (credit) to farmers and cooperatives that run the system partnership with

the procedures and requirements easy.
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Table. 1. Partnerships Model and Main Actors Partnership Broiler in South Sulawes

No Company Partnership Partner ship M odel
M anagement Contract Profit
Fee prices sharing
1  JAPFA Group - X -
2  Charoen Pokphand Group - X -
3 Patriot Group - X -
4 JASS - X -

Source: Research Data Processed in 2015

Table. 2. Comparison of Model Contracts Broiler Farming Partnership in South Sulawes

No Description of Partnership Company Partner ship
JAPFA Pokphand Patriot JASS
Group Group Group

Operating costs by breeders X X X X
Affected the market price X X X -
Fee DOCin - - - -
Fee DOC out - - - -
Marker price incentive affected
Breeder:

a) Performance incentive -
(IP/1PX)

b) Incentive Death

¢) Achievement EEF

d) Incentive FCR

€e) Incentive Markets
f) Healthy Broilerlncentive
Compensation prices sick broilers
Therisk of sick broilers - X X X
Compensation cost of living - - - -
For the period end results - - - -
0 Risks Sharing:

a) Lossesincurred Core - - - X
b) Losses are borne by farmers - - - -
) Losses are shared X X X -

G wWwdN k-

X
X
X

X X
1 XX X o X
X X

x

= O 00 ~NOo

Source: Research Data Processed in 2015

Table. 3. Strengths and weaknesses of the partnership model



W eaknesses

No Partnership Advantages
M odel
1  Contract Farming (CF):
2) JAPFA e The cost is borne by the o

Group company's core poultry
production facilities o
e Thereisan incentive so that
there isa potential market o
income higher when market
prices improved (above the
contract price)
e Many variations incentives o
(market incentive, 1P, FCR)
e The cost is borne by the
company's core poultry
production facilities o
e Variations many incentives
(Incentive IP, FCR, Acf EEF) o

3) Charoen
Pokphand
Group

4) Patriot
Group

e The cost is borne by the
company's core poultry
production facilities

e Thereisan incentive so that
thereisa potential market
income higher when market
prices improved (above the
contract price)

e Variations many incentives
(Incentive markets, IP, FCR)

e The cost is borne by the
company's core poultry
production facilities

e Companies bear therisk of
losses breeder

5) JASS

Fixed contract, no
negotiations

Operational costs are borne by
farmers

Breeders participate bear the
risk of loss unless special
conditions/mass and not
human error

Quality poultry production
facilities less assured.

Fixed contract, no
negotiations

Operationa costs are borne by
farmers

Breeders participate bear the
risk of loss unless special
conditions/mass and not
human error

Quality poultry production
facilities less assured.

e Fixed contract, no

negotiations

e Operationa costs are borne by

farmers

¢ Breeders participate bear the

risk of loss unless specid
conditions'mass and not
human error

e Quality poultry production

facilities | ess assured.

¢ Fixed contract, no

negotiations

e Operationa costs are borne by

farmers

e Unable to take advantage of

improving market prices
(more above of the contract
price)

e Variationsrelatively less

2  Management

e Operating costs given the
Fee™

company's core (eg: USD 500/
Doc in and Rp 300-500 / units
harvest)

¢ The company's core risk for

incentive, the incentive isonly
IP and healthy broiler

¢ Unable to take advantage of
improving market prices.

e Variation lessincentive, the
incentive only IPX



loss breeder
e Thereisan incentive feat (IPX)
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ABSTRACT”

This study aims to identify and analyze partnership models of broiler (i.e., chickens raised for
meat) farms, their performance and the extent of the government's role in the empowerment
of farmers in the agribusiness partnership system, using a qualitative descriptive research
approach based on expert judgments. The findings show that partnership contract farming in
South Sulawes in every variation is essentialy different from the basic concept of
partnership. The government's role in empowering farmers in the partnership system of
broiler farms in South Sulawes is to encourage and create a business climate that is
conducive and stimulating for the development of broiler farms in South Sulawesi; however,
thisis not functioning optimally.

Keyword: Performance, Partnership, Broiler farms, Empowerment.

INTRODUCTION

The Indonesian livestock industry is growing very rapidly with increasing purchasing
power and experienced a peak in 1996. Devel opments have been less encouraging since the
economic crisisaround 1997. Along with population growth, increased revenue and increased
public awareness of nutrition in Indonesia, demand for livestock products are expected to
continue to rise. The consumption of animal protein has been widely met from broiler (i.e.
chickens raised for meat) consumption, which accounted for 67% of the total consumption of
animal protein; cows only contributed 16% (Utomo, 2013). This is a business opportunity

that is an incentive to increase the productivity of broiler farms.



Broiler farms in Indonesia are a breeding business; there are maor obstacles,
including not taking into account the economic and business scale, and the modest use of
technology, so that productivity islow and quality varies. The position of broiler farms such
as these are weak and are sensitive to changes, mainly in marketing their products (Patrick et
al., 2004). Therefore, development interventions need outside forces, such as capital, market
creation, organization, and technical guidance. Responding to this problem, the government
issued a policy in the form of Presidential Decree No. 99 of 1998 on the field or type of
business open to medium businesses or large enterprises on the condition of the partnership,
one of which isa partnership of broiler farms.

Eaton and Shepherd (2001), Sriboonchitta S. and Wiboonpongse A (2005), Bijman
(2008), Mansur et al. (2009), Swain et.al (2012), Priscilla et.al (2012), and D'Silva et.all
(2009), (2012), distinguish five models of Contract Farming (CF); centralized model, core
plantation model, multipartite model, informal model and intermediate model. This model
differsin the type of contractor, product type, vertical coordination intensity between farmers
and contractors, and the number of key stakeholders involved.

Under the Multipartite Model, a joint venture between legal entities and private
companies contracts with farmers. Also public or private of credit providers, extension, and
input can be part of the arrangement. As part of the liberalization process in the 1980s and
990s, many governments in developing countries actively invested in agricultural contracts
through joint ventures with private companies (Little and Watts, 1994).

From several models that have been pursued, one that has been considered to assist
the development of livestock agribusiness in terms of capital, the supply of raw materials,
marketing and technical guidance of technology development is the partnership pattern of
Agribusiness Operations Cooperation (Sulaeman and Eriyatno, 2001). The development of
KOA partnership patterns in South Sulawesi shows a very positive trend, especialy in the
last 10 years. At the beginning of development in South Sulawes, broiler breeders were
dominated by the two largest feed industry companies in South Sulawes, namely a
partnership under PT Japfa Comfeed Indonesia (JCI) with partnership of PT Primatama
Karya Persada (PKP), and Kemitraan under the auspices PT Charoen Pokphand (CP) with
partnership of PT. Bina Pratama Satwa (BPS), which at the beginning of its development has
only partner farmers in the city of Makassar, Maros regency, Gowa and parts of Takalar
district. The development to date of existing partnership partners has reached twenty-seven
companies, excluding from the count local partners with small populations, with an

expanding working areaincluding almost all districtsin South Sulawes (Ridwan, 2015).



The development trend of the partnership is quite rapid, indicating the need for
partnership concept in Broiler Agribusiness development in South Sulawes. Partner
companies benefit from contract farming partnership models because; 1) politically contract
mechanisms with farmers are more acceptable than self-employed, 2) they can overcome the
problems of land constraints by partnering with a number of landowners, 3) more secure
production yields when compared to buying on the open market, 4) minimizing risk by not
moving in the field of cultivation, and 5) the quality is more secure than if must buy in the
open market. (Seker, et.al., 2006). The same thing was conveyed by Bandhu and Swine,
(2009), Dhillon and Singh, (2006), Seker, et.all., (2006) that contract farming can provide
benefits to farmers in terms of; 1) input and production services usually given by partner
companies, 2) the existence of credit facilities; 3) enabling to learn new skills especialy
when contract farming introduces new technology; 4) price risk can be reduced by the initial
contract; 5). market guarantees. One of the keys to its success is the guarantee of business
risks, both in the form of production and marketing risks from partner companies (Tomislav
and Hedge, 2003;).

Despite the partnership model, there are till some problems remaining in its
development, especialy in terms of optimizing the revenue received by breeder partners.
Empowerment carried out by the partners is helping to revive the farming slump due to the
economic crisis; however, thisis not yet giving hope to propelling farm businesses forward,
economically and independently, and the subordination of financiers was strong (large
businesses) to farmerg/ranchers (small business). In many cases, these partnerships make
small farmers increasingly dependent, as they can no longer be competitive without access to
the services provided by contract farming companies (FAO, 2001, in Begum et al., 2011). On
the other hand, evidence from various countries shows that most contract farming schemes
exclude small farmers (Singh, 2000, in Begum et a., 2005). Generally, intensive farming
with large capital causes a barrier to the entry of small farmers into the contract system
because of high transaction costs and economies of scale (Begum et al., 2005). In some
partnerships farmers become weak partners, vulnerable to exploitation. Agribusiness
companies can extract the monopsony rents in the output market, and extract the monopoly
rents in the input market Warning, et.al, 2000). There is concern that excessive dependence
of farmers with credit systems in partnership companies can lead them to prolonged debt
problems making it difficult to escape (Brithal, 2008).

Generally, small farmersin Bangladesh as well as in Indonesia cannot take advantage

of market opportunities and often have difficulty accessing credit; obtaining information



about market opportunities or new technology; purchasing inputs such as DOC, feed, and
vaccines, and accessing output markets. Even when the market is accessible, farmers often
experience fluctuations in the price or the price is not fair. This is an obstacle to the
development of the commercia poultry sector outside of partnerships and represents the
'bottleneck’ in the devel opment process. (Begum et al. 2005).

Therefore, one of the challenges in the development of farmers from a low position
into a higher position in the third world is how to help them organize themselves as an
effective pressure group. As is the case in Western countries, farmers need to achieve a
sufficient position to be able to be on an equal footing as well as to deal with various other
institutions in the structure of egalitarianism (Brinkerhoff and Goldsmith, 1993; Sumardjo,
1999) dalam Sumarjo (2001) . Implementing agribusiness development is expected to
develop self-reliance of farmers so that the relationship of the structure of the system is not a
position of subordination, but rather a relationship of dependence (interdependence) of
mutual support and mutual benefit.

Improving the performance of the partnership system in broiler agribusinesses in
South Sulawesi requires the implementation of an appropriate strategy that is competitive and
comprehensive and in line with the nature of their initial goals. In order to establish an
appropriate, competitive and comprehensive management strategy, the first thing to do is to
measure the performance of the developed partnership system. Syahyuti (2003) states that
performance measurement plays an important role in ensuring the success of a strategy run by

an organization or institution.

Resear ch pur poses

1. ldentify and analyze models of broiler farm partnerships that have developed in South
Sulawes

2. Understand and analyze the performance of the broiler agribusiness partnership model in
the empowerment of broiler breedersin South Sulawes.

3. ldentify and analyze the extent of the government's role in the empowerment of farmers

in the agribusiness partnership system of broiler farmsin South Sulawes.

RESEARCH METHODS
Approach and type of study



This study uses research paradigm constructivism with descriptive qualitative

research (Sugiyono, 2009).

L ocation and Time Resear ch

This research was located throughout the district/city, the center of agribusiness
partnership broiler operations in the province of South Sulawesi. Collecting datain this study
took place in 2015, with a duration of about 6 months.

Types and Sour ces of Data

Types of data collected in this study were derived from primary and secondary data
(Huberman et al., 2009).
1. Primary data were obtained from in-depth interviews with a number of
informants/participants as well as direct observation of the object studied.
2. Secondary data were used as supporting data and were obtained from various sources such
as library documents (book report on the implementation of partnership, research reports, and

reports from various relevant agencies).

Data callection technique
Deep interview

In-depth interviews were conducted with a number of informants and
experts/specialists consisting of groups of farmers, the government, academia and the private
sector (companies/associations of livestock/partnership management institutions broilers).
The determination of experts was based on them having a deep knowledge of the issues
examined, along with extensive experience in the field of partnership contract farming for
broilers; this experience is not only associated with one of the factors of resources, but also to
other related sectors. Besides this, the experts were also chosen because they are already
working for the government and private organizations and are involved in operations, as well
as academic activities, especially those focused on livestock (Saaty, 1987; Marimin, 2004).

Observations
In this study, researchers used a non-participant observation method, in which
researchers not directly involved in the daily activities of the community act as independent

observers.



Secondary Data Collection

Secondary data were used to support the analysis and interpretation of the primary
data in this study. These data were in the form of written data or images containing data on
breeders, planned partnership activities and the types of activities that have aready been
done, results of relevant studies, as well as archives and other related agribusiness partnership

activities.

Data analysis

Technical analysis of the data in this study used qualitative data analysis. To improve
the quality of studies regarding the selection of alternative partnership models, the software
Expert Choice AHP 12 was used.

RESULTS
Overview of Model Partnership Broiler Farmsin South Sulawesi

In the poultry business, partnerships are not new, especially in South Sulawes.
Poultry businesses with partnership models have evolved over many years, however, the
problems of broiler partnerships are still atopic of conversation or debate that is interesting to
study because, despite various models of partnerships having been developed, the results are
still far from the expectations. Broiler breeders, as the main focus of the farming sector,
remain in avery weak position.

Actually, partnerships between poultry farm breeders and the corporate field of
animal husbandry have been introduced by the government since 1984, which is known as
PIR poultry. PIR poultry implementation was a follow-up of Presidential Decree No. 50 of
1981. The core aspects of Presidential Decree No. 50 of 1981 are: 1) the poultry farms are
allowed to move in the upstream industry of broilers (seed, feed, drug) or downstream
industries of broilers (slaughtering and trading of broilers), while the cultivation of broilersis
only allowed for small farmers, and 2) farm scale cultivation is limited (750 units/cycle for
broilers or 5000 units/cycle for laying hens), to prevent excess supply.

To ensure the upstream market of the broiler industry, while ensuring the provision of
poultry production facilities and marketing results for farmers of the population, the
government set broiler development patterns in 1984, known as PIR poultry. As an operation,
PIR poultry exists in three forms, namely: 1) PIR with plasma agreement, which guarantees

the provision of poultry production facilities and the marketing of products, 2) PIR with



plasmaratio, i.e. the plasma core system price ratio between the price of feed DOC and the
selling price of broilers, and 3) PIR with plasma Mandiri (without any deal or price ratio).

Recent developments in regulatory support have been provided by the government
with the enactment of the Government of the Republic of Indonesia No. 6 of 2003. This
focused on the empowerment of farmers by providing convenience to farmers in an effort to
empower farmers, such that certain types of farmers and below a certain number of herds do
not require a business license.

Table 1 shows that of the three partnership models developed in Indonesia today, as
reinforced by the explanation of Article 29, Paragraph 2 of the partnership model in PP 6 in
2013 regarding the Empowerment of Farmers, only a partnership model contract
farming/contract grower (100%) was developed in southern Sulawesi; the model involving
the management fee and profit-sharing is not well developed in the region. It is not clear why
the partnership model has not been developed there, while in other places, especially in South
Sumatra, both models are well developed. In conjunction with the partnership model of
contract farming, the partnership management fee dominates (50%) over the contract farming
model (40%) and the remainder (10%) for the model results (Sharif, 2010).

Based on the study results on the three models (presented in more detail in Table 2),
the model contract price is the model with the least risks for company partnership, because
the risk is borne by the farmers’ partners. This is unlike the partnership model that was
developed by JASS Corp., where all of the risks are borne by the company. With conditions
that are less risky, this allows suboptimal production facilities to be provided, such as Day
Old Chicks (DOC), feed and medicine-vaccine-chemical (OVK), along with the quality and
service field workers less than the optimal. Many complaints have been made by breeder
partners in South Sulawesi, namely about the quality of DOC and feed, as well as service
field technical officer lacking the ability to give guidance in cultivation.

Table 2 shows the outline of the three main partnership broiler companies in South
Sulawesi, which has a base feed industry; DOC and OVK have characteristic partnership
models, and are almost the same; the difference is the type of incentive given to farmers’
partners, although this is basically the same as the main basis of the calculation, just with
different names. The real difference isindicated by a partnership with JASS Corp., running a
business partnership, and is not based on industrial means of the production of feed, DOC
and even OVK who are willing to risk without burdening breeder partners. On the other hand,
they do not give incentives to the market; there is an incentive to improve the price of broilers

in the market, so the opportunity to get different prices for improved conditions is not



possible while the partnership is developed by industrial feed production facilities; DOC and
even OVK provide the profit opportunity. It appears that each of the existing models has
strengths and weaknesses, which generally still favor the interests of the core company in the
base model selection decision (Table 3).

From the description above, efforts have been made to provide maximum opportunities
to earn better profits for the farmers’ partners. With standard contractual mechanisms, there is
no negotiation; operational costs are borne by farmers, and participating breeders bear the
risk of losses unless special conditions/mass and not human error, compounded by the quality
of the means of production which isless assured as they have no other alternative because the
monopoly of the means of production feed DOC and OVK. Under these conditions, it is not
an exaggeration to say there has been breeder exploitation. Incentives promised, even with all
of the formulas, seem half-hearted.

The tendency above indicates the effort of the company partnership to seek
maximum benefits by choosing alternatives to this model. The company-based industrial
means of feed production, DOC and even OVK have aready taken advantage with a
monopoly of production facilities feed, seed and even OVK so in general, they have a very
small chance of losing money, but the fact remains to choose the safest position, so that
alignments or goodwill grow together through win-win partnership solutions based on the

principles of openness, fairness and mutual benefit far short of expectations.

Broiler Model Evaluation Partnership in South Sulawes

Partnership models with some variations were developed by broiler partnerships in
South Sulawesi; the results have identified several criteria for selecting a model with the
following weights (Table 4).

Table 4 shows that the contract price is the most important criterion; if the contract
price is good, the potentia profits will also be improved, in addition to the quality of the
means of production (feed, DOC, and OVK), which is also a matter of no less importance, as
it will largely determine production performance. Quality seed and feed largely determine the
final performance of maintenance; however, the efforts of farmers to implement good
farming inputs, especially if the quality of seed and feed are not good, will produce end
results reflecting poor inputs.

Next to partner requirements, incentives offered, compensation risks and equality and

openness, as well as the period and time of harvest, are important matters that also have



effects and are taken into consideration when choosing a model of partnership. Based on
these criteria, the consideration of the weight of each model is analyzed in detail in Table 5.
Table 5 shows that of the four alternative models for contract farming, two models are
comparable undeveloped in South Sulawesi, but are growing in other areas along with
alternative models. There is a tendency towards alternative models being able to provide the
increased income of farmers in agri-business partnership systems in broilers in South

Sulawesi, as shown by the highest weight in the model.

Therole of government in developing a partner ship model for broiler farmers

The role of the government through various policies and programs is expected to
encourage and create a conducive business climate and to stimulate farmers and the private
sector so that businesses can thrive. In this case, the government acts as a facilitator,
regulator, and motivator, and should match relationships between those involved so that
actors can interact proportionally and exploitation will be contradictory.

In accordance with mandate PP. No. 6 in 2013 on the empowerment of breeders, the
involvement of central and local government in this partnership is to provide guidance in the
implementation of partnerships, treating farmers as an asset that must be maintained and
nurtured properly. The empowerment of farmers should be from the government down to the
local level, which aims to improve independence, provides convenience and progress of the
business and improve the competitiveness and prosperity of farmers.

Increased value added to livestock through business partnerships will be more
effective if there is proper support from the government in the form of political will and
political action. There are forms of government support for establishing business partnerships
in the field of anima husbandry, among other things. First, application of laws and
regulations that do not hamper the development of livestock businesses when building
business partnerships. Second, the government should be able to develop and improve the
infrastructure to develop business partnerships. Third, the government should provide
protection for breeders from exploitation in cooperation activities with the industry by
checking the financia feasibility and managerial capacity of the industry (the company); this
will enable the profitable business to be generated for al parties. Fourth, the government
should help in the development of an integrated information system that combines
information on each part involved in the supply chain system. Government support is
expected at the top for business partnershipsin the field of livestock to be effective, as well as
to increase the added value; ultimately, these can al'so improve the competitiveness of farm



products. In addition, livestock development can create multiple targets, namely to create
growth and equitable distribution of income at the same time (growth with equity) (Daryanto,
2009).

As stipulated in Government Regulation No. 6 in 2013 on the Empowerment of
Farmers, the government has been fortified by providing a clear legal umbrella for the
empowerment of farmers; this ranges from access to sources of finance, science, information
technology, to servicing the farm, health services, technical assistance, the development of
partnerships, the creation of afavorable climate and the protection of livestock prices.

Implementation of these regulations in the field needs to escort and direct movement;
in order for that to be effective, the mechanism to implement these regulations needs to be
compiled and made clear. Every farm business must be known by the local Animal
Husbandry Department as a representative government; escorts and coaching will prevent
exploitation of the indication of the breeder/plasma.

Government policies that have been made should be a guideline for businesses in the
field of animal husbandry. Againgt this, breeding companies that break the rules must be dealt
with firmly by the proposed revocation of business licenses by the local mayor, according to
the Decree of the Minister of Agriculture No. 404/Kpts/OT.210/6/2002 on Guidelines for
Licensing and Registration of Livestock enterprises. However, the problems that have
occurred between farmers and entrepreneurs need ways to be settled amicably, without
entering into the realm of law; the government can facilitate the mediation or reconciliation
for the troubled, so that the world of farming in Indonesia can continue to grow and provide
benefits without breaking rules and regulations, being detrimental to either party.

Conclusion
Based on the description that has been presented in the previous section, it can be
summarized as follows:

1. From the number of partnership models recommended in the existing regulations, only one
main model of partnership has been developed in broiler farmsin South Sulawesi; thisisa
partnership based on the contract price/contract growth with every variation of the
contract. This depends on actors who develop business partnerships that are essentially in
contrast to the partnership model mandated by the government, namely the creation of
partnerships that have a win-win solution, the sharing of resources and the sharing of risks

based on the principle of mutual needs, mutual strengthening and mutual benefit, to create
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a system of partnerships that serve and improve the welfare of society and breeder

members of the partnership (breeder partners) through guidance and empowerment.

. The results of the evaluation of several variations of the contract farming model developed

in South Sulawes and several other models developed out of South Sulawesi, as well as
the study of alternative models, suggest that it is necessary to reconstruct a model of
partnership developed, which is reinforced with evaluation of alternative models for the

development of broiler agribusiness partnership in South Sulawes.

. The role of the government in empowering farms in broiler partnership systems in South

Sulawes is encouraging and creates a conducive business climate; also, it is stimulating
the development of broiler farms in South Sulawes but is not functioning optimally. The
role of local government as a facilitator, regulator, and motivator has been matching actors
so that they can interact proportionally and the exploitation is contradictory. The
government, especially animal husbandry departments, "do not know" and "do not want to
know" about the development of partnerships and company partnerships, so there is no
obligation to provide periodic reports to the agency or agencies. Therefore, the
government does not have accurate data on the development of business partnerships from
time to time as a basic instrument for monitoring development and assessing the
contribution of business development to farm breeders.

ggestions
To create a partnership model that isideal for the empowerment of broiler farm in south
lawes and able to add value for the actors it needed support from the government in the

form:

D

(2)

3

provides protection to the breeder of the people from exploitation in cooperation
activities with the industry, with constant monitoring and evaluation of evolving
partnership practices

abolished the monopoly of the means of production practices carried out by a partnership
company either directly or indirectly by encouraging regulations that enable a shift in
actors partnership of companies based livestock feed industry company to a partnership
model based Cooperative Agribusiness Poultry broiler.

optimize the role of government and financial institutions (banks) as an agency that
helps finance (credit) to farmers and cooperatives that run the system partnership with

the procedures and requirements easy.
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Table. 1. Partnerships Model and Main Actors Partnership Broiler in South Sulawes

No Company Partnership Partner ship M odel
M anagement Contract Profit
Fee prices sharing
1  JAPFA Group - X -
2  Charoen Pokphand Group - X -
3 Patriot Group - X -
4  JASS - X -

Source: Research Data Processed in 2015

Table. 2. Comparison of Model Contracts Broiler Farming Partnership in South Sulawes

No Description of Partner ship Company Partner ship
JAPFA Pokphand Patriot JASS
Group Group Group

Operating costs by breeders X X X X
Affected the market price X X X -
FeeDOCin - - - -
Fee DOC out - - - -
Marker price incentive affected
Breeder:

a) Performance incentive -
(IP/1PX)

b) Incentive Death
¢) Achievement EEF
d) Incentive FCR
e) Incentive Markets
f) Healthy Broilerlncentive
Compensation prices sick broilers - - - X
Therisk of sick broilers - X X X
Compensation cost of living - - - -
For the period end results - - - -

0 Risks Sharing:

a) Lossesincurred Core - - - X
b) Losses are borne by farmers - - - -
) Losses are shared X X X -

OBl wWwdN k-

e
e
X

X X
XX X o X
X X

= O 00 ~NOo

Source: Research Data Processed in 2015



Table. 3. Strengths and weaknesses of the partnership model

No Partnership Advantages Weaknesses
M odel
1  Contract Farming (CF):
2) JAPFA e The cost is borne by the e Fixed contract, no
Group company's core poultry negotiations
production facilities e Operational costs are borne by
e Thereisanincentiveso that farmers
there is a potential market o Breeders participate bear the
income higher when market risk of loss unless special
prices improved (above the conditions/mass and not
contract price) human error
e Many variations incentives e Quality poultry production
(market incentive, IP, FCR) facilities less assured.
3) Charoen e The cost is borne by the e Fixed contract, no
Pokphand  company's core poultry negotiations
Group production facilities e Operationa costs are borne by

e Variations many incentives
(Incentive IP, FCR, Acf EEF)

4) Patriot e The cost is borne by the
Group company's core poultry
production facilities
e Thereisan incentive so that
there isa potential market
income higher when

marketprices improved (above

the contract price)

¢ Variations many incentives
(Incentive markets, 1P, FCR)

¢ The cost is borne by the
company's core poultry
production facilities

e Companies bear therisk of
|osses breeder

5) JASS

2  Management
Fee™

¢ Operating costs given the

harvest)

company's core (eg: USD 500/
Doc in and Rp 300-500 / units

farmers

Breeders participate bear the

risk of loss unless special

conditions/mass and not

human error

¢ Quality poultry production
facilities less assured.

e Fixed contract, no
negotiations

e Operationa costs are borne by
farmers

¢ Breeders participate bear the
risk of loss unless special
conditions/mass and not
human error

e Quality poultry production
facilities less assured.

e Fixed contract, no
negotiations

e Operationa costs are borne by
farmers

e Unable to take advantage of
improving market prices
(more above of the contract
price)

e Variationsrelatively less
incentive, the incentive isonly
IP and healthy broiler

¢ Unable to take advantage of
improving market prices.

e Variation lessincentive, the
incentive only 1PX



e The company's core risk for

loss breeder

e Thereisan incentive feat (IPX)

3  Profit e Operating costs given the e Unable to take advantage of
Sharing ” company's core (eg: USD 500/  improving market prices.

Doc inand Rp 150/ units e Variation incentive less, only
harvest) incentive accomplishment

e The company's core risk for
loss breeder

e Thereisa 35% incentive
achievement of profit

Source: Research Data Processed in 2015

Table 4. Selection Criteria Weight partnership model

No Criteria Score

1  Termspartnership 0.163

2 The quality and quantity poultry production facilities (DOC, feed, 0.217
and OVK)

3 Contract price offered 0.259

4 Equality and openness recapitulation of the maintenance contract 0.064
and the breeder (RHPP)

5 Period and time of harvest (age and distance between harvests) 0.045

6 Incentive offered 0.118

7 Compensation risk 0.089

8 Responsiveness field officer 0.045

Source: Research Data Processed in 2015

Table 5. Weight Assessment Partnership Models

No Alternative Partnership Model Weight Ranked
Existing Models South Sulawesi

1 Contract Farming JAPFA Group 0.238 2
2 Contract Farming Pokphand Group 0.172 3
3 Contract Farming Patriot Group 0.121 4
4 Contract Farming JASS 0.062 6
Existing Models outer South Sulawesi

5 Management Fee 0.263 7
6 Profit sharing 0.090 5
Alternative Model

7 Contract Farming proposal” 0.054 1

*) = Contract Farming Cooperative Based Agribusiness.
Source: Research Data Processed in 2015
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ABSTRACT”

This study aims to identify and analyze partnership models of broiler (i.e., chickens raised for
meat) farms, their performance and the extent of the government's role in the empowerment
of farmers in the agribusiness partnership system, using a qualitative descriptive research
approach based on expert judgments. The findings show that partnership contract farming in
South Sulawes in every variation is essentialy different from the basic concept of
partnership. The government's role in empowering farmers in the partnership system of
broiler farms in South Sulawes is to encourage and create a business climate that is
conducive and stimulating for the development of broiler farms in South Sulawesi; however,
thisis not functioning optimally.

Keyword: Performance, Partnership, Broiler farms, Empowerment.

INTRODUCTION

The Indonesian livestock industry is growing very rapidly with increasing purchasing
power and experienced a peak in 1996. Devel opments have been less encouraging since the
economic crisisaround 1997. Along with population growth, increased revenue and increased
public awareness of nutrition in Indonesia, demand for livestock products are expected to
continue to rise. The consumption of animal protein has been widely met from broiler (i.e.
chickens raised for meat) consumption, which accounted for 67% of the total consumption of
animal protein; cows only contributed 16% (Utomo, 2013). This is a business opportunity

that is an incentive to increase the productivity of broiler farms.



Broiler farms in Indonesia are a breeding business; there are mgor obstacles,
including not taking into account the economic and business scale, and the modest use of
technology, so that productivity islow and quality varies. The position of broiler farms such
as these are weak and are sensitive to changes, mainly in marketing their products (Patrick et
al., 2004). Therefore, development interventions need outside forces, such as capital, market
creation, organization, and technical guidance. Responding to this problem, the government
issued a policy in the form of Presidential Decree No. 99 of 1998 on the field or type of
business open to medium businesses or large enterprises on the condition of the partnership,
one of which isa partnership of broiler farms.

From several models that have been pursued, one that has been considered to assist
the development of livestock agribusiness in terms of capital, the supply of raw materials,
marketing and technical guidance of technology development is the partnership pattern of
Agribusiness Operations Cooperation (Sulaeman and Eriyatno, 2001). The development of
KOA partnership patterns in South Sulawesi shows a very positive trend, especialy in the
last 10 years. At the beginning of development in South Sulawesi, broiler breeders were
dominated by the two largest feed industry companies in South Sulawes, namely a
partnership under PT Japfa Comfeed Indonesia (JCI) with partnership of PT Primatama
Karya Persada (PKP), and Kemitraan under the auspices PT Charoen Pokphand (CP) with
partnership of PT. Bina Pratama Satwa (BPS), which at the beginning of its development has
only partner farmers in the city of Makassar, Maros regency, Gowa and parts of Takalar
district. The development to date of existing partnership partners has reached twenty-seven
companies, excluding from the count local partners with small populations, with an
expanding working areaincluding aimost all districtsin South Sulawes (Ridwan, 2015).

Despite the partnership model, there are ill some problems remaining in its
development, especidly in terms of optimizing the revenue received by breeder partners.
Empowerment carried out by the partners is helping to revive the farming slump due to the
economic crisis; however, thisis not yet giving hope to propelling farm businesses forward,
economicaly and independently, and the subordination of financiers was strong (large
businesses) to farmerg/ranchers (small business). In many cases, these partnerships make
small farmers increasingly dependent, as they can no longer be competitive without access to
the services provided by contract farming companies (FAO, 2001, in Begum et al., 2011). On
the other hand, evidence from various countries shows that most contract farming schemes

exclude small farmers (Singh, 2000, in Begum et al., 2005). Generally, intensive farming



with large capital causes a barrier to the entry of small farmers into the contract system
because of high transaction costs and economies of scale (Begum et al., 2005).

Generally, small farmersin Bangladesh as well asin Indonesia cannot take advantage
of market opportunities and often have difficulty accessing credit; obtaining information
about market opportunities or new technology; purchasing inputs such as DOC, feed, and
vaccines, and accessing output markets. Even when the market is accessible, farmers often
experience fluctuations in the price or the price is not fair. This is an obstacle to the
development of the commercia poultry sector outside of partnerships and represents the
'bottleneck’ in the development process. (Begum et al. 2005).

Therefore, one of the challenges in the development of farmers from a low position
into a higher position in the third world is how to help them organize themselves as an
effective pressure group. As is the case in Western countries, farmers need to achieve a
sufficient position to be able to be on an equal footing as well as to deal with various other
institutions in the structure of egalitarianism (Brinkerhoff and Goldsmith, 1993; Sumardjo,
1999). Implementing agribusiness development is expected to develop self-reliance of
farmers so that the relationship of the structure of the system is not a position of
subordination, but rather a relationship of dependence (interdependence) of mutual support
and mutual benefit.

Improving the performance of the partnership system in broiler agribusinesses in
South Sulawes requires the implementation of an appropriate strategy that is competitive and
comprehensive and in line with the nature of their initial goals. In order to establish an
appropriate, competitive and comprehensive management strategy, the first thing to do is to
measure the performance of the developed partnership system. Syahyuti (2003) states that
performance measurement plays an important role in ensuring the success of a strategy run by

an organization or institution.

Resear ch pur poses

1. ldentify and analyze models of broiler farm partnerships that have developed in South
Sulawes

2. Understand and analyze the performance of the broiler agribusiness partnership model in
the empowerment of broiler breedersin South Sulawes.

3. ldentify and analyze the extent of the government's role in the empowerment of farmers

in the agribusiness partnership system of broiler farmsin South Sulawes.



RESEARCH METHODS
Approach and type of study
This study uses research paradigm constructivism with descriptive qualitative

research (Sugiyono, 2009).

L ocation and Time Research

This research was located throughout the district/city, the center of agribusiness
partnership broiler operations in the province of South Sulawesi. Collecting data in this study
took place in 2015, with a duration of about 6 months.

Types and Sour ces of Data

Types of data collected in this study were derived from primary and secondary data
(Huberman et al., 2009).
1. Primary data were obtained from in-depth interviews with a number of
informants/participants as well as direct observation of the object studied.
2. Secondary data were used as supporting data and were obtained from various sources such
as library documents (book report on the implementation of partnership, research reports, and

reports from various relevant agencies).

Data collection technique
Deep interview

In-depth interviews were conducted with a number of informants and
experts/specialists consisting of groups of farmers, the government, academia and the private
sector (companies/associations of livestock/partnership management institutions broilers).
The determination of experts was based on them having a deep knowledge of the issues
examined, along with extensive experience in the field of partnership contract farming for
broilers; this experience is not only associated with one of the factors of resources, but also to
other related sectors. Besides this, the experts were also chosen because they are already
working for the government and private organizations and are involved in operations, as well
as academic activities, especialy those focused on livestock (Saaty, 1987; Marimin, 2004).

Observations



In this study, researchers used a non-participant observation method, in which
researchers not directly involved in the daily activities of the community act as independent

observers.

Secondary Data Collection

Secondary data were used to support the analysis and interpretation of the primary
data in this study. These data were in the form of written data or images containing data on
breeders, planned partnership activities and the types of activities that have already been
done, results of relevant studies, as well as archives and other related agribusiness partnership

activities.

Data analysis

Technical analysis of the data in this study used qualitative data analysis. To improve
the quality of studies regarding the selection of alternative partnership models, the software
Expert Choice AHP 12 was used.

RESULTS
Overview of Model Partnership Broiler Farmsin South Sulawesi

In the poultry business, partnerships are not new, especially in South Sulawes.
Poultry businesses with partnership models have evolved over many years, however, the
problems of broiler partnerships are still atopic of conversation or debate that is interesting to
study because, despite various models of partnerships having been developed, the results are
still far from the expectations. Broiler breeders, as the main focus of the farming sector,
remain in avery weak position.

Actually, partnerships between poultry farm breeders and the corporate field of
animal husbandry have been introduced by the government since 1984, which is known as
PIR poultry. PIR poultry implementation was a follow-up of Presidential Decree No. 50 of
1981. The core aspects of Presidential Decree No. 50 of 1981 are: 1) the poultry farms are
allowed to move in the upstream industry of broilers (seed, feed, drug) or downstream
industries of broilers (slaughtering and trading of broilers), while the cultivation of broilersis
only allowed for small farmers, and 2) farm scale cultivation is limited (750 units/cycle for
broilers or 5000 units/cycle for laying hens), to prevent excess supply.

To ensure the upstream market of the broiler industry, while ensuring the provision of

poultry production facilities and marketing results for farmers of the population, the



government set broiler development patterns in 1984, known as PIR poultry. As an operation,
PIR poultry exists in three forms, namely: 1) PIR with plasma agreement, which guarantees
the provision of poultry production facilities and the marketing of products, 2) PIR with
plasma ratio, i.e. the plasma core system price ratio between the price of feed DOC and the
selling price of broilers, and 3) PIR with plasma Mandiri (without any deal or price ratio).

Recent developments in regulatory support have been provided by the government
with the enactment of the Government of the Republic of Indonesia No. 6 of 2003. This
focused on the empowerment of farmers by providing convenience to farmers in an effort to
empower farmers, such that certain types of farmers and below a certain number of herds do
not require a business license.

Table 1 shows that of the three partnership models developed in Indonesia today, as
reinforced by the explanation of Article 29, Paragraph 2 of the partnership model in PP 6 in
2013 regarding the Empowerment of Farmers, only a partnership model contract
farming/contract grower (100%) was developed in southern Sulawesi; the modd involving
the management fee and profit-sharing is not well developed in the region. It is not clear why
the partnership model has not been devel oped there, while in other places, especially in South
Sumatra, both models are well developed. In conjunction with the partnership model of
contract farming, the partnership management fee dominates (50%) over the contract farming
model (40%) and the remainder (10%) for the model results (Sharif, 2010).

Based on the study results on the three models (presented in more detail in Table 2),
the model contract price is the mode with the least risks for company partnership, because
the risk is borne by the farmers’ partners. This is unlike the partnership model that was
developed by JASS Corp., where all of the risks are borne by the company. With conditions
that are less risky, this allows suboptimal production facilities to be provided, such as Day
Old Chicks (DOC), feed and medicine-vaccine-chemical (OVK), along with the quality and
service field workers less than the optimal. Many complaints have been made by breeder
partners in South Sulawesi, namely about the quality of DOC and feed, as well as service
field technical officer lacking the ability to give guidance in cultivation.

Table 2 shows the outline of the three main partnership broiler companies in South
Sulawesi, which has a base feed industry; DOC and OVK have characteristic partnership
models, and are almost the same; the difference is the type of incentive given to farmers’
partners, although this is basically the same as the main basis of the calculation, just with
different names. The real difference isindicated by a partnership with JASS Corp., running a
business partnership, and is not based on industrial means of the production of feed, DOC



and even OVK who are willing to risk without burdening breeder partners. On the other hand,
they do not give incentives to the market; there is an incentive to improve the price of broilers
in the market, so the opportunity to get different prices for improved conditions is not
possible while the partnership is developed by industrial feed production facilities; DOC and
even OVK provide the profit opportunity. It appears that each of the existing models has
strengths and weaknesses, which generally till favor the interests of the core company in the
base model selection decision (Table 3).

From the description above, efforts have been made to provide maximum opportunities
to earn better profits for the farmers’ partners. With standard contractual mechanisms, there is
Nno negotiation; operational costs are borne by farmers, and participating breeders bear the
risk of losses unless special conditions/mass and not human error, compounded by the quality
of the means of production which isless assured as they have no other alternative because the
monopoly of the means of production feed DOC and OVK. Under these conditions, it is not
an exaggeration to say there has been breeder exploitation. Incentives promised, even with all
of the formulas, seem half-hearted.

The tendency above indicates the effort of the company partnership to seek
maximum benefits by choosing alternatives to this model. The company-based industrial
means of feed production, DOC and even OVK have aready taken advantage with a
monopoly of production facilities feed, seed and even OVK so in general, they have a very
small chance of losing money, but the fact remains to choose the safest position, so that
alignments or goodwill grow together through win-win partnership solutions based on the

principles of openness, fairness and mutual benefit far short of expectations.

Broiler Model Evaluation Partnership in South Sulawes

Partnership models with some variations were developed by broiler partnerships in
South Sulawesi; the results have identified several criteria for selecting a model with the
following weights (Table 4).

Table 4 shows that the contract price is the most important criterion; if the contract
price is good, the potential profits will also be improved, in addition to the quality of the
means of production (feed, DOC, and OVK), which is also a matter of no lessimportance, as
it will largely determine production performance. Quality seed and feed largely determine the
final performance of maintenance; however, the efforts of farmers to implement good
farming inputs, especially if the quality of seed and feed are not good, will produce end
results reflecting poor inputs.



Next to partner requirements, incentives offered, compensation risks and equality and
openness, as Well as the period and time of harvest, are important matters that also have
effects and are taken into consideration when choosing a model of partnership. Based on
these criteria, the consideration of the weight of each model is anayzed in detail in Table 5.

Table 5 shows that of the four alternative models for contract farming, two models are
comparable undeveloped in South Sulawesi, but are growing in other areas aong with
alternative models. There is a tendency towards alternative models being able to provide the
increased income of farmers in agri-business partnership systems in broilers in South
Sulawesi, as shown by the highest weight in the model.

Therole of government in developing a partnership model for broiler farmers

The role of the government through various policies and programs is expected to
encourage and create a conducive business climate and to stimulate farmers and the private
sector so that businesses can thrive. In this case, the government acts as a facilitator,
regulator, and motivator, and should match relationships between those involved so that
actors can interact proportionally and exploitation will be contradictory.

In accordance with mandate PP. No. 6 in 2013 on the empowerment of breeders, the
involvement of central and local government in this partnership is to provide guidance in the
implementation of partnerships, treating farmers as an asset that must be maintained and
nurtured properly. The empowerment of farmers should be from the government down to the
local level, which aims to improve independence, provides convenience and progress of the
business and improve the competitiveness and prosperity of farmers.

Increased value added to livestock through business partnerships will be more
effective if there is proper support from the government in the form of political will and
political action. There are forms of government support for establishing business partnerships
in the field of anima husbandry, among other things. First, application of laws and
regulations that do not hamper the development of livestock businesses when building
business partnerships. Second, the government should be able to develop and improve the
infrastructure to develop business partnerships. Third, the government should provide
protection for breeders from exploitation in cooperation activities with the industry by
checking the financia feasibility and managerial capacity of the industry (the company); this
will enable the profitable business to be generated for al parties. Fourth, the government
should help in the development of an integrated information system that combines
information on each part involved in the supply chain system. Government support is



expected at the top for business partnershipsin the field of livestock to be effective, aswell as
to increase the added value; ultimately, these can also improve the competitiveness of farm
products. In addition, livestock development can create multiple targets, namely to create
growth and equitable distribution of income at the same time (growth with equity) (Daryanto,
2009).

As dtipulated in Government Regulation No. 6 in 2013 on the Empowerment of
Farmers, the government has been fortified by providing a clear legal umbrella for the
empowerment of farmers; this ranges from access to sources of finance, science, information
technology, to servicing the farm, health services, technical assistance, the development of
partnerships, the creation of afavorable climate and the protection of livestock prices.

Implementation of these regulations in the field needs to escort and direct movement;
in order for that to be effective, the mechanism to implement these regulations needs to be
compiled and made clear. Every farm business must be known by the local Animal
Husbandry Department as a representative government; escorts and coaching will prevent
exploitation of the indication of the breeder/plasma.

Government policies that have been made should be a guideline for businesses in the
field of animal husbandry. Against this, breeding companies that break the rules must be dealt
with firmly by the proposed revocation of business licenses by the local mayor, according to
the Decree of the Minister of Agriculture No. 404/Kpts/OT.210/6/2002 on Guidelines for
Licensing and Registration of Livestock enterprises. However, the problems that have
occurred between farmers and entrepreneurs need ways to be settled amicably, without
entering into the realm of law; the government can facilitate the mediation or reconciliation
for the troubled, so that the world of farming in Indonesia can continue to grow and provide

benefits without breaking rules and regulations, being detrimental to either party.

Conclusion
Based on the description that has been presented in the previous section, it can be
summarized as follows:

1. From the number of partnership models recommended in the existing regulations, only one
main model of partnership has been developed in broiler farmsin South Sulawes; thisis a
partnership based on the contract price/contract growth with every variation of the
contract. This depends on actors who develop business partnerships that are essentially in
contrast to the partnership model mandated by the government, namely the creation of
partnerships that have a win-win solution, the sharing of resources and the sharing of risks



Su

Su

based on the principle of mutual needs, mutual strengthening and mutual benefit, to create
a system of partnerships that serve and improve the welfare of society and breeder

members of the partnership (breeder partners) through guidance and empowerment.

. The results of the evaluation of several variations of the contract farming model devel oped

in South Sulawes and several other models developed out of South Sulawesi, as well as
the study of alternative models, suggest that it is necessary to reconstruct a model of
partnership developed, which is reinforced with evaluation of aternative models for the
development of broiler agribusiness partnership in South Sulawes.

. The role of the government in empowering farms in broiler partnership systems in South

Sulawes is encouraging and creates a conducive business climate; also, it is stimulating
the development of broiler farms in South Sulawes but is not functioning optimally. The
role of local government as a facilitator, regulator, and motivator has been matching actors
so that they can interact proportionally and the exploitation is contradictory. The
government, especially animal husbandry departments, "do not know" and "do not want to
know" about the development of partnerships and company partnerships, so there is no
obligation to provide periodic reports to the agency or agencies. Therefore, the
government does not have accurate data on the development of business partnerships from
time to time as a basic instrument for monitoring development and assessing the

contribution of business development to farm breeders.

ggestions
To create a partnership model that isideal for the empowerment of broiler farm in south

lawes and able to add value for the actors it needed support from the government in the

form:

(D

2

provides protection to the breeder of the people from exploitation in cooperation
activities with the industry, with constant monitoring and evaluation of evolving
partnership practices

abolished the monopoly of the means of production practices carried out by a partnership
company either directly or indirectly by encouraging regulations that enable a shift in
actors partnership of companies based livestock feed industry company to a partnership
model based Cooperative Agribusiness Poultry broiler.



(3) optimize the role of government and financia institutions (banks) as an agency that
helps finance (credit) to farmers and cooperatives that run the system partnership with

the procedures and requirements easy.
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Table. 1. Partnerships Model and Main Actors Partnership Broiler in South Sulawes

No Company Partnership Partner ship M odel
M anagement Contract Profit
Fee prices sharing
1  JAPFA Group - X -
2  Charoen Pokphand Group - X -
3 Patriot Group - X -
4  JASS - X -

Source: Research Data Processed in 2015

Table. 2. Comparison of Model Contracts Broiler Farming Partnership in South Sulawes

No Description of Partner ship Company Partner ship
JAPFA Pokphand Patriot JASS
Group Group Group

Operating costs by breeders X X X X
Affected the market price X X X -
FeeDOCin - - - -
Fee DOC out - - - -
Marker price incentive affected
Breeder:

a) Performance incentive -
(IP/1PX)

b) Incentive Death
¢) Achievement EEF
d) Incentive FCR
e) Incentive Markets
f) Healthy Broilerlncentive
Compensation prices sick broilers - - - X
Therisk of sick broilers - X X X
Compensation cost of living - - - -
For the period end results - - - -

0 Risks Sharing:

a) Lossesincurred Core - - - X
b) Losses are borne by farmers - - - -
) Losses are shared X X X -

OBl wWwdN k-

e
e
X

X X
XX X o X
X X

= O 00 ~NOo

Source: Research Data Processed in 2015



Table. 3. Strengths and weaknesses of the partnership model

No Partnership Advantages Weaknesses
M odel
1  Contract Farming (CF):
2) JAPFA e The cost is borne by the e Fixed contract, no
Group company's core poultry negotiations
production facilities e Operational costs are borne by
e Thereisanincentiveso that farmers
there is a potential market o Breeders participate bear the
income higher when market risk of loss unless special
prices improved (above the conditions/mass and not
contract price) human error
e Many variations incentives e Quality poultry production
(market incentive, IP, FCR) facilities less assured.
3) Charoen e The cost is borne by the e Fixed contract, no
Pokphand  company's core poultry negotiations
Group production facilities e Operationa costs are borne by

e Variations many incentives
(Incentive IP, FCR, Acf EEF)

4) Patriot e The cost is borne by the
Group company's core poultry
production facilities
e Thereisan incentive so that
there isa potential market
income higher when

marketprices improved (above

the contract price)

¢ Variations many incentives
(Incentive markets, 1P, FCR)

¢ The cost is borne by the
company's core poultry
production facilities

e Companies bear therisk of
|osses breeder

5) JASS

2  Management
Fee™

¢ Operating costs given the

harvest)

company's core (eg: USD 500/
Doc in and Rp 300-500 / units

farmers

Breeders participate bear the

risk of loss unless special

conditions/mass and not

human error

¢ Quality poultry production
facilities less assured.

e Fixed contract, no
negotiations

e Operationa costs are borne by
farmers

¢ Breeders participate bear the
risk of loss unless special
conditions/mass and not
human error

e Quality poultry production
facilities less assured.

e Fixed contract, no
negotiations

e Operationa costs are borne by
farmers

e Unable to take advantage of
improving market prices
(more above of the contract
price)

e Variationsrelatively less
incentive, the incentive isonly
IP and healthy broiler

¢ Unable to take advantage of
improving market prices.

e Variation lessincentive, the
incentive only 1PX



e The company's core risk for

loss breeder

e Thereisan incentive feat (IPX)

3  Profit e Operating costs given the e Unable to take advantage of
Sharing ” company's core (eg: USD 500/  improving market prices.

Doc inand Rp 150/ units e Variation incentive less, only
harvest) incentive accomplishment

e The company's core risk for
loss breeder

e Thereisa 35% incentive
achievement of profit

Source: Research Data Processed in 2015

Table 4. Selection Criteria Weight partnership model

No Criteria Score

1  Termspartnership 0.163

2 The quality and quantity poultry production facilities (DOC, feed, 0.217
and OVK)

3 Contract price offered 0.259

4 Equality and openness recapitulation of the maintenance contract 0.064
and the breeder (RHPP)

5 Period and time of harvest (age and distance between harvests) 0.045

6 Incentive offered 0.118

7 Compensation risk 0.089

8 Responsiveness field officer 0.045

Source: Research Data Processed in 2015

Table 5. Weight Assessment Partnership Models

No Alternative Partnership Model Weight Ranked
Existing Models South Sulawesi

1 Contract Farming JAPFA Group 0.238 2
2 Contract Farming Pokphand Group 0.172 3
3 Contract Farming Patriot Group 0.121 4
4 Contract Farming JASS 0.062 6
Existing Models outer South Sulawesi

5 Management Fee 0.263 7
6 Profit sharing 0.090 5
Alternative Model

7 Contract Farming proposal” 0.054 1

*) = Contract Farming Cooperative Based Agribusiness.
Source: Research Data Processed in 2015
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