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Abstract. The existence of Microfinance Institutions (MFIs) in rural areas is one
solution for farmers in general, including beef cattle farmers. The limitation of capital
ownership in farmers is one of the factors that cause the number of livestock ownership
is also relatively small and low feed quality. The existence of MFIs expected can
encourage the motivation of farmers in running their livestock business, increase
income-generating and cattle ownership. This study aimed to examine the differences
in revenue and cattle owned between before and after the farmer joined in the MFIs.
Data collection using a questionnaire. This research was explanatory research and uses
comparative test analysis. The results of the study showed that there were differences
in farmers' revenue and the number of cattle ownerships before and after joining the
MFIs. This was due to the presence of capital or funds that can be accessed from
informal funding institutions, generally, farmers used these funds to buy better breed,
improve feed quality hence, it affected the performance of cattle production. This
condition can affect the amount of cattle ownership and revenue obtained by farmers.
Therefore, the role of MFIs was very large for the development of livestock businesses
in rural areas.

doi:10.1088/1755-1315/518/1/012036

1. Introduction

Limited ownership of capital is one of the obstacles in agriculture sectors besides the technical
problems of production and relatively low access to information. The amount of capital owned
by farmers is generally only sufficient to finance livestock business. However, the farm size is
relatively small. The lack of capital was strongly felt when farmers will increase the business
scale. Therefore, the alternative was to find sources of financing from both formal and informal

institutions.
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Formal financing such as banking has been provided enough credit to develop agricultural
business in general. However, farmers were still face obstacles in accessing these funds. This
was due to several factors including the unavailability of collateral, the procedure for proposing
credit is considered time consuming, and the lack of information [1],[2]. The farmers generally
did not have collateral monthly payments were not in accordance with the farms they run and
small farmers were generally not familiar with complicated administrative procedures [8]. In
addition, the cooperation between farmers and financial institutions was still relatively low [3].
Therefore, the role of Microfinance Institutions in rural areas was needed to overcome some of
these obstacles in order to alleviate poverty and encourage?ral economic growth.

According to Law of the Republic of Indonesia Number | of 2013 concerning Microfinance
Institutions, microfinance Institutions (MFIs) were financial institutions specifically
established to provide business development services and community empowerment, through
loans or financing in micro-scale businesses, savings management, or providing business
development consultancy [5]. The existence of the MFIs is expected become an intermediary
way to improve economic activity.

One form of MFIs in Indonesia was the Agribusiness Microfinance Institution. It was a
financial institution that has been used by farmers to save and borrow funds even in small
platforms. The Farmers Group Association who coordinates 8 Agribusiness Microfinance
Institution was a financial institution at the farmer level. This program was based on
government policy through the Ministry of Agriculture in 2008 concerning Rural Agribusiness
Development. It have been imffnented refers to the basic pattern stiffflated in Minister of
Agriculture Regulation No. 16/regulation of the minister of agriculture/OTE$40/3/2009 and it
was revised through Regulation of the Minister of Agriculture No. 06/Regulation of the
minister of agriculture/OT.140/2/2015 con@ning General Guidelines for Rural Agribusiness
Development. The guideline consisted of education and training for business development,
assistance and provision of venture capital assistance facilities to farmers. The program was
coordinated by the Farmers Group Association.

Several farmer groups that have established by the Agribusiness Microfinance Institution
continuing their activities in raising funds among the farmers. There was one microfinance
institution in Sinjai District namely the Sipakainga MFIs. This was supported by the
commitment of the farmer group to create a culture of saving and mutual help among group
members. This condition was the strength of the joining farmers group to develop MFIs in their
regions. In addition, farmers were aware that their MFIs was able to increase the scale of
business, financing operational activities and other needs related to the livestock business. It is
not only an increase in the number of cattle but also an increase in the income. The aimed of
the research was to examine the differences in revenue and cattle owned between before and after the
farmer joined in the MFls.

2. ?'Iaterials and Methods
This research was conducted in Sinjai Regency, South Sulawesi, Indonesia. In this area, there
were MFIs which are the pioneers of the Agribusiness Microfinance Institution. It has remained
concentrated in collecting funds through giving loan among members and returned it back to
members who need funds

The number of respondents in this study were 32 people who were members of the Farmers
Group Association. This research begins by conducting a preliminary survey, identifying The
Farmers Group Association that has MFIs. Data collection using a questionnaire instrument.
Secondary data were collected from the two related agencies to determine the Farmers Group
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Association that would be the object of this study. In addition, primary data from Farmers
Group Association members and administrators were related to respondent’ characteristics,
loan amounts, developments in MFIs, distribution of the fund and other data needed in this
study.

Then the data were analysis P8ing descriptive statistical analysis. The impact of
microfinance institutions was tested using the average difference test for two paired samples
(paired sample t-test). This fuerent test model was used to analyze the pre-post test research
model. The different test is used to evaluate specific treatments in the same sample at two
different observation periods [6] In this research, the data was analyzed the difference in the
number of livestock ownership and income before and after the farmers joining the MFL T test
with formula from [7]:

t= Ex_fz
|£§+£§-2r($—1)[$—2]
_ |1 M2 nyi" m2
X, = sample average 1
Xf = sample average 2
S’E = sample variant 1
St sample variant 2
r = correlation between two samples
S1 = standard deviation 1
5,

[}
Il

standard deviation 2

3. Results and Discussion

3.1. Characteristics of Beef Catile Farmers

Respondent characteristics were collected through a questionnaire with several MFIs members.
Data was analysed using descriptive statistics as in Table 1.

Most of the respondents were male 93.75%. This was related to the beef cattle business in
the area which is dominated by men. The average age of farmers belonging to in the productive
age category and most of them were aged 38-44 years and 31-37 years, respectively 25% and
21.88%. This shows that the age of respondents was generally in the productive age category.
There is greatly affects the performance of farmers in raising their livestock. Farmers who have
a young age generally have a high curiosity and interest to adopt the introduction of technology
will also be higher [4]. This was very supportive in running their livestock business.

The highest level of education of LKM members was high school graduated by 37.5%
while the others were elementary and junior high schools respectively by 31.25%. This shows
that the level of education of MFI members in the study area is high enough. It indirectly
influences the knowledge and awareness of farmers to be incorporated in both the MFIs and
farmer groups. This is in line with [9], that a person's mindset can change because of level of
education.
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Table 1. Characteristics of Beef Cattle Farmers

doi:10.1088/1755-1315/518/1/012036

Characteristics Attribute Percentage (%)
Sex Male 93.75
Female 6.25
Age (years) 31-37 21.88
38 —44 25.00
45 -51 15.62
52 -58 18.75
59 -65 15.62
;-7 3.13
Education Elementary school 31.25
Junior high school 31.25
Senior high school 37.50
Farm experience 4-10 37.50
(years) 11-17 46.88
18 —24 9.38
25 -131 0.00
32-38 3.12
39-45 3.12

The experience of farmers in running their cattle farms were varies, but most of them have
been raising for more than ten years, namely 11-17 years (46.88%). Some of respondent were
raising 32-38 years and 39-45 years, respectively 3.12%. The length of time for raising cattle
was due to the fact that they generally had experience since childhood and have been taught
from generation to generation from their families. The experience of raising livestock had
greatly influences to the way they care for their beef cattle’s and in handling symptoms of

diseases. The longer they run a business, the more experience they were.

3.2. Characteristics of Beef Cattle Farms
Beef cattle farms characteristics were collected through a questionnaire which was a research
instrument and direct interviews with several MFIs members. Then analyzed using descriptive

statistics as in Table 2.

Table 2. Characteristics of Beef Cattle Farms

Characteristics Frequency Percentage (%)
Number of Cattle 2-3 31.25
(head) 4-5 18.75
6-7 28.12
8- 15.62
10-11 3.13
12-13 3.13
Revenue (IDR/head) 8.750-9.250 28.12
(000) 9.265-19.755 43.75
9.760 — 10.260 8.00
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The number of livestock raised by farmers who are members of the MFIs were 2-3
head/cattle  31.25% followed by livestock ownership of 6-7 head and 4-5 head/cattle,
respectively 28.12% and 18.75%. The low number of cattle raised by farmers was influenced
by several things, namely the relatively low number of capital ownership, the ability of farmers
to take care of their livestock and the time allocation providing forage every day.

Revenues obtained by farmers were mostly in the range of 9,265,000~ 9,755,000 IDR,
43.75%. The income was related to the price per head/cattle. While the price of cattle is largely
determined by the body weight of the beef cattle. Beef cattle that have large body weight were
very much influenced by the quality of the feed provided, good maintenance management and
good breed of cattle. Therefore, to produce higher income, the technical aspects of production
and good maintenance management are needed to be considered by farmers.

3.3. Comparison of Beef Cattle Business Performance Before and After the Existence of
Microfinance Institutions

Beef cattle business performance in this study includes the number of cattle and the amount of

revenue obtained by farmers. The description is presented in Table 3.

Table 3. Number of Livestock and Receipts Before and After Joining MFIs

Before After
Total Percentage (%) Total Percentage (%)
Number of 1-2 5938 24 40.62
Cattle (head) 34 3437 5-7 37.50
5-6 6.25 8-10 18.75
11-13 3.13
Total of 9000-17083 15.62 11000-23500 21.875
Revenue 17084-25167 43.75 23501-36001 18.750
(IDR) (000) 25168-33251 25.00 36002-48502 21.875
33252-41335 9.37 48503-61003 18.750
41336-49419 3.13 61004-73504 12.500
49420-57500 3.13 73505-86005 6.250

The number of beef cattle owned by farmers before joining the MFIs was mostly 1-2
head/cattle (59.38%) and 5-6 head/cattle (6.25%). The average number of cattle was 3
head/cattle (32 farmers). However, after joining the MFI the number of beef cattle ownership
increased, a majority of 2-4 head/cattle (40.62%), even the largest number of beef cattle were
up to 11-13 head/cattle (3.13%). This shows that after farmers join the MFI’s they can get
additional capital used to buy cattle. In can be said that the MFI has an impact on increasing
the scale of the farmer's business.

Similarly, the total revenue obtained has been increased. The revenue data is presented in
Table 3. The amount of revenue was determined by a large number of cattle raised. Th higher
cattle ownership, the more potential income.

If calculated in detail, the average revenue increase before joining the MFIs and after joining
the MFIs. The farmers” revenue was 9,126,000-9,887,000 IDR/head/cattle before joining the
MFIs. In addition, after joining the MFIs, the farmers’ revenue was increase up to 9,145,0,00-
10,581,000 IDR/head/cattle.
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Table 4. Paired @@mples Test for Number of Beef Cattle
Paired Differences

Std 95% Confidence Sig.
Mean S_tdz Errf;r [ntelrval of the 11} df (2—
Deviation Difference tailed)
Mean
Lower  Upper
Number
of
Pair Cat-tle - -
1 Before 3.0625 2.2424 3964 -3.8710  2.2540 7726 3l .000
and
After
MFIs
P =a 5%.

Table 5. Paired Samples Test fﬁarmers Revenue

Paired Differences

95% Confidence Interval of

Mean S,td'. Std. Error the Difference
Deviation Mean
Lower Upper
Pair Revenue before
| and after the MFI -19000000 17823507.49 3150780.753 -25426059.7 -12573940.3

Sig. (2-

! of tailed)

-6.030 31 000

Paired Sample Test results for the number of cattle (Table 4.) show that the significance
value was 0.01 (P <0.05) so that the results of the number of cattle between before and after
the presence of MFIs experienced significant changes. Based on descriptive statistics, the
number of animals before and after the MFIs is proven that the number of beef cattle after the
MFTIs is higher. So, it can be concluded that MFIs can increase the number of cattle owned by
farmers.

For the farmers’ revenue, the results of the Paired Sample Test show that the significance
value was 0.001 (P <0.05) so that the revenue of farmers between before and after the presence
of the MFIs experienced a significant change as well. Descriptive statistical results also show
that the total of revenue before and after the presence of MFIs has increased. This means that
by joining to an MFIs it can increase the income received by the farmer, both potential and
average revenue per animal.
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4. Conclusion

The existence of microfinance institutions in rural areas has been an impact on increasing the
number of beef cattle and the total of revenue received by farmers. This was because the
management of microfinance institutions is very committed to provide the funds needed by
their members even though the amount is relatively small. Moreover, the farmers were able to
manage their farm it can produce better cattle performance.
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