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Abstract
Indonesian palm oil smallholders play a significant role in the ongoing expansion of oil palm
plantation to meet the increasing world demand of CPO for food and energy. The smallholders
participate in the collective actions through cooperative as an organisation. However, their
performance in term of productivity and economically haven’t yet optimum. Therefore,
upgrading in the value chain offers a solution to strengthen their competitiveness in the market.
This research investigates the effect of upgrading to the cooperatives by comparing the
performances between upgrading cooperative (PETA) and non-upgrading cooperatives (SM and
BJ). Those cooperatives are called ex-Bratasena, which located in Pelalawan, Riau, Indonesia.
Furthermore, this research aims to contribute to a better understanding of how cooperative PETA
has achieved upgrading by comparing with other cooperatives whereas the main research
question is how can upgrading in value chains affect the success by comparing performances
among palm oil cooperatives. The study reveals that PETA did upgrading by expanding business
departments, increasing FFB production and oil extraction rate, removing middleman, and
possessing contract market. The factors that induce those upgrading actions are from internal
(members participation, trust, commitment, and democratic governance) and external (capital
and competitor). However, the democratic governance also has a role as a barrier that select
external factors since the cooperatives are vertically integrated cooperatives type. Furthermore,
PETA has better results in all performance indicators (e.g., FFB price/kg, patronage
refund/member, oil extraction rate, and members satisfaction). Hence, it concludes that
upgrading is the key success to improve cooperatives’ performance by countering the major
constraints faced by smallholders, which are productivity, production cost efficiency, create a
market, and reduce agent.
Keywords: Upgrading, Palm Oil, Value Chain, Cooperatives, Smallholders
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Chapter 1
Introduction
1.1.

Background

Since 2006, Indonesia has become the biggest producer of palm oil in the world. Indonesia
produced around 33 million metric ton of palm oil (53.5 % of the global total palm oil
production) in 2015 (USDA, 2016). The increasing demand for palm oil as food and biofuels
source has induced large-scale palm plantation investment in the last decade, especially in
Southeast Asia. In Indonesia, the palm plantation area increased dramatically from 2.9 million ha
in 1997 to 6.3 million ha in 2007 and created of an estimated 1.7 to 3 million jobs for mostly
smallholders1 (Deininger, 2011). Based on the whole area plantation in Indonesia, smallholder is
estimated to own 41.4% of approximately 11.4 thousand ha in 2015, while 51.9% and 6.7%
belong to private and government respectively (Soependi and Arianto, 2014).
Smallholders

Cooperative
Plantation

Mill

Refinery

Processors

Consumers

Figure 1. The General Palm Oil Cooperative Value Chains (Lestari et al., 2012)
Figure 1. shows the global value chain of palm oil cooperative. Smallholder farmers form
cooperative plantation, they produce and sell Fresh Fruit Bunches (FFB) under a cooperative
scheme to the mill. The mill extracts FFB to take out the palm oil. Then, the palm oil is
processed by a refinery to become Crude Palm Oil (CPO) and Crude Palm Kernel Oil (CPKO).
Processors will be responsible for a further step to process those products into food (margarine
and cooking oil) and energy (biodiesel) (Lestari et al., 2012). Globalization has increased
competitive pressure and changed market opportunities for smallholders in developing countries.
To strengthen their business, Indonesian smallholders tend to make cooperative. It is important
for smallholders to do upgrading in the agricultural sector to encounter the competitive pressure
(Humphrey and Schmitz, 2000).
While some of the palm oil cooperatives run their business successfully, others do not. There are
six cooperatives called ex-Bratasena in Pelalawan District, which are Surya Indah (SI),
Sidomukti (S), Sialang Indah (SM), Beringin Jaya (BJ), Panca Ekatama (PETA), and Harapan
Jaya (HARJA). They all have the same historical background and even the same buyer, namely
Surya Bratasena Plantation (SBP) and Sumber Sawit Sejahtera (SSS). One of the examples of a
thriving palm oil cooperative in this area is PETA. PETA was built in 1998 under the KPPA2
scheme as a part of transmigration project to serve its members with palm business activities
1

According to RSPO (2007) smallholders are farmers growing palm oil below 50 hectares in size.
KPPA: Koperasi Kredit Primer untuk Anggota (Primary Cooperative Credit for Members) is a credit scheme given by Indonesian
government through bank in Indonesia to primary cooperatives as executing or channeling which allow the smallholder (cooperatives’
members) to build palm oil plantation, under supervision of Indonesia government and partnership with companies (Bank Indonesia, 1997).
2
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such as palm oil trade and provide fertilisers, pesticides, and seeds. The Indonesian government
provided funding through BRI (Bank Rakyat Indonesia) and cooperated with SBP. The Bank
kept land titles as collateral and released them after the farmers paid their debt. PETA entrusted
their plantation management to the company, then delivered its FFB to SBP’s mill as a part of
the partnership. The company was responsible for collecting the repayment from farmers. The
company gave some percentages of FFB sales as income to PETA, after the reduction of
production cost and bank loan. Since PETA has paid the debt, the members of cooperative
became independent smallholders and were able to sell their FFB to SBP’s mill or others.
In 2016, the trees are 20 years old, but PETA already prepared to replant the trees from 2011.
Some of the smallholders in PETA took an insurance with the premium fee for five years and
will receive monthly payment when replanting occurred. On the other hand, to mitigate the
situation, PETA planned to buy 500 ha of oil palm plantation. At the moment, the cooperative
has already purchased 420 ha of oil palm plantation around three years old trees and provide it
with a management team. The purpose is still to earn revenue from palm oil plantation while
replanting the old trees that need around five years to reach their productivity. Ultimately, PETA
starts behaving like a company that successfully expands its business, such as providing savings
and loan services and solving the challenges in its business.
1.2.

Problem Statement

PETA is considered as a successful cooperative in its area (Trianita et al., 2015). The production
and quality are considerably high with 18-24 ton/ha and 23% of oil content respectively. PETA
is considered as a well-organised cooperative as indicated by a regular meeting among members,
which are annual meeting with every member, monthly group meeting, and special meeting
related to specific topics such as disease control measures. As a result of high production and
well-managed organisation, smallholders were able to repay the investment quickly and
afterward gained their land certificate. Since 1999, the smallholders became independent from
the mill. Smallholders that remain in the cooperative decided to sell FFB to the mills that provide
an attractive contract (steady demand and competitive price). The good business performance of
PETA is probably an indication that the organisation has successfully upgraded. For example,
since PETA now has direct access to the market (independent smallholders), it increased the
possibility to achieve higher profits.
Upgrading is switching activities in some parts or whole into a higher value that are required to
deliver product from producers to end user or beyond (Kaplinsky and Morris, 2001). The
business organisation described upgrading as a process, product, function, and inter-chain
upgrading (Mitchell and Coles, 2011). How upgrading has contributed to the achievement of
PETA remains unclear. Why and how does PETA perform better than other cooperatives? This
research makes effort tries to investigate the upgrading actions that have been done by PETA and
how those actions have improved PETA’s business performance, by comparing PETA with other
cooperatives from various perspectives.
2

1.3.

Research Objectives

This paper aims to contribute to a better understanding of how PETA as a cooperative has
achieved upgrading by comparing PETA with other cooperatives. The following objectives are
formulated:
1. To associate the selected activities of the upgrading in value chains with improving palm oil
cooperative performance.
2. To identify determinant factors that enable or constrain upgrading activities in palm oil
cooperatives.
3. To investigate the effects of the upgrading of cooperatives on performances among
cooperatives.
1.4.

Research Questions

How can upgrading in value chains affect the success of PETA by comparing performances
among palm oil cooperatives is the main research question of this research. The following subresearch questions are formulated:
1. What upgrading activities does PETA do in comparison with other cooperatives?
2. What are determining factors behind upgrading activities compared with other cooperatives?
3. What is the effect of upgrading on cooperative performance?
1.5.

Research Framework

The research framework is intended to give a visualization of the research activities to achieve
the research objectives. It includes theoretical research, empirical research, analysis, and
conclusion.

3

Theoretical

Empirical research

Analysis

Conclusion

Cooperative
Organisation
Case Study
PETA

PETA

Value Chain
Coordination

Success Factors
Other Cases

Other
Cooperatives

Upgrading

Figure 2. Research Framework
Figure 2. shows that in our theoretical research, we determined the theories related to successful
cooperatives such as cooperative organisation, value chain coordination, and upgrading. Then,
we did empirical research by studying PETA and other cooperative cases. After that, we
compared the performance of PETA as an upgrading cooperative with other cooperatives which
were considered as non-upgrading cooperatives. Finally, we concluded with the success factors
of cooperative upgrading.

4

Chapter 2
Literature Review
2.1. Cooperative Organisation
A Producer Organisation (PO) may become a cooperative from the legal perspective since their
attributes are similar. What they have in common is all of them are the economic organisation of
agriculture producers or fisherman (Bijman et al., 2012). Indonesian Government has transcribed
cooperative through Indonesian President Law Number 25 (1992) as a business entity consisting
of individuals or legal entities that carry out activities based on cooperative principles and play a
role in people's economic movement based on family principles. Those people agree to work
together in pursuing common goals (Zeuli and Cropp, 2004). A cooperative performs as a
community development to create local jobs and reinvestment, improve education and skills, and
reduce migration (Birchall, 2004). Therefore, it is evident in this definition that a cooperative is a
commercial organisation that generates benefits for its members with society improvement
responsibilities.

General Assembly
Advisory Board

Board of Directors

Supervisory Board

General Manager
Dept. Manager

Dept. Manager

Dept. Manager

Members
Coordination line
Command line

Figure 3. Illustration of Cooperative Organisation Structure
(Indonesian President Law Number 25, 1992)
Figure 3. illustrates the general structure of a cooperative organisation. However, the structure
may change according to the cooperative’s strategy, except for the General Assembly (GA),
members, and Board of Director (BoD) (Indonesian President Law Number 25, 1992). The
traditional organisation structure of a cooperative consists of a GA, BoD, and Supervisory Board
(SB). The GA is composed by cooperatives’ members, whose responsibility is to take the major
decisions in the cooperatives, such as terminating the cooperatives, merging the cooperatives,
and (dis)agree the annual financial report. The decisions are taken based on democratic
governance (vertically integrated cooperatives) by giving one member one vote. The GA also
selects the members to become the BoD (Bijman et al., 2014). As stated by Fama and Jensen
5

(1983), while the GA rules as decision control (e.g., monitoring and ratification), the BoD are
responsible for decision management (e.g., initiation and implementation). As the management
function, BoD consists of a chairman, secretary, and financial officer. The BoD performs
together as a function of management or the chairman acts as the Chief Executive Officer (CEO)
depending on the local legislation of cooperatives. Furthermore, the GA also has the right to
decide the SB composition from its members. The primary function of SB is to represent the GA
for monitoring and controlling the BoD (Henrij, 2005).
The organisation structure of traditional cooperatives may innovate as a response to the need for
delegation (Bijman et al., 2014). The delegation is an efficient way to assign some of the duties
of the organisation to those with the better experience, knowledge, and ability (Williamson,
2008). The cooperatives entrust the problem-solving responsibility to the professional
management because it is required for strengthening market position (Bijman et al., 2014) and
becoming more customer oriented (Bijman, 2010).
In the context of membership structure, Indonesian Government divided cooperatives into
primary and secondary cooperatives. The characteristics of primary cooperatives are the
members have absolute control and ownership, have similarity with vertically integrated
cooperatives. In contrast, secondary cooperatives are identical with cooperatives as an
independent firm, where the decision making and ownership are controlled by manager(s) or
stakeholders (Soboh et al., 2009). When a cooperative is founded with (minimum) 20 people as
members, it is called a primary cooperative, while a secondary cooperative was established by
minimum three cooperatives (Indonesian President Law Number 25, 1992). The main purpose of
a governance structure is to lower the risk of opportunistic behaviour by synchronizing interests,
reducing possibilities for opportunism, and protecting the particular investment of producers or
cooperatives. However, the differences of internal governance structure lead to difficulties of
performance measurements and asset specificity when innovation occurs (Bijman et al., 2011).
Therefore, understanding the type of cooperatives is important to determine their performance
indicators and internal governances that lead to or constrain upgrading actions.
Vertically integrated cooperatives expect to gain optimal return where marginal production costs
are equal to the marginal revenue generated by the cooperatives, lower the production cost,
secure the income, and focus on members’ objectives (Sexton and Iskow, 1993), limit ownership
only for members (Cook and Chaddad, 2004), and maximum patronage refund (Bateman et al.,
1979) by distributing and deriving profits on the basis of use to the members (Dunn, 1988).
Hence, as suggested by Sexton and Iskow (1993), the product prices that have been sold through
the cooperative and patronage refunds reflect performance indicators of vertically integrated
cooperatives.
Vertically integrated cooperatives are usually governed by democratic decision making to
increase the members’ commitment through the participation of the members by giving one
member one vote. When the majority of members support new decisions, the members will give
6

extra effort to implement the decisions, although usually the majority is against changes. Mutual
adjustment is similar to democracy but requires coordination actions among actors to proceed.
Hence, democratic governance works well in a homogeneous membership while mutual
adjustment is possible to succeed in a small cooperative (Bijman et al., 2011). Smallholders work
together as a cooperative to equalize bargaining power, gain access to the industrial market,
realize economic of scale, manage their risk, and improve their income (Dijk, 1997). When the
members trust a cooperative only if the cooperative provides better service to their members than
what they can achieve individually (not participating in the cooperative), such cooperatives are
called successful (Soboh et al., 2009). Therefore, the success of an innovation depends on the
willingness of a majority group of members to participate in the innovation so that the
democratic governance may induce or prevent the upgrading. Moreover, upgrading is possible if
the cooperatives provide better services than competitors and the members trust the cooperatives.
Cooperatives as an independent firm rely on managers’ goals (Soboh et al., 2009). Their primary
purpose is to generate maximum profit by setting marginal cost equal to the marginal revenue of
‘cooperatives (Sexton and Iskow, 1993) and optimizing price and quantities (Williamson, 1964).
Cooperatives require hierarchical governance since the memberships are highly heterogeneous.
Hierarchical governance may reduce the level of members’ commitment. However, distributing
more power to professional management for decision making can be used to strengthen
members’ compliance (Bijman et al., 2011). Hence, the performance indicator of this type of
cooperatives is cooperative’s profit (Sexton and Iskow, 1993).
2.2.

Value Chain Coordination

Kaplinsky and Morris (2001) describe value chain as the whole area of activities needed to
deliver products or services to the end customer or beyond. Since commodities shift from
globally linked sites of production to consumption (Fine et al. 1996; Leslie and Reimer 1999),
there may be a significant distance between the local producer and global customer in terms of
Global Value Chain (GVC) (Bair, 2005). Therefore, GVC is used to understand the connection
between those actors (Gereffi, 1994) by identifying the location of horizontal and vertical
political actors, social and economic relations, and power and control distribution of upstream
and downstream players in the value chain (Humphrey and Schmitz, 2002). Therefore, the value
chain is necessary to understand how upgrading strategies (Khiem et al., 2010) can improve
actors’ position in the market (Granovetter, 1985).
As a part of upgrading strategy (Mitchell and Coles, 2011), coordination is necessary because of
the activities and transactions among actors in the value chain are different but linked to each
other (mutual dependencies or interdependencies) (Bijman et al., 2011) both vertically or
horizontally. Vertical coordination consists of two actors at different nodes in the value chain, for
example, farmers and wholesalers. The purpose is to reduce cost and improve the
competitiveness of both partners. Meanwhile, horizontal coordination is the cooperation between
same actors in the same node. For example, farmer association (Mitchell and Coles, 2011).
7

Figure 4. Representation of Types of Interdependence (Lazzarini et al., 2001)
Figure 4. illustrates the three dimensions of interdependence (Lazzarini et al., 2001) that cover
relations within individual work unit, the horizontal relations between work units, and the
vertical relations within and across work units (Adler, 2003). It is explained more by Thomson
(1967) that the coordination mechanism within an organisational structure can be divided into
pooled, sequential, and reciprocal.
1. Pooled interdependence, each department of an organisation performs an entirely separate
function. In this model, departments may not interact and depend on each other, but each
department has its responsibility to contribute adequately to the organisation. Otherwise, it
could lead to the failure of the whole organisation. The fundamental coordination
mechanisms of a pooled interdependence are the development and implementation of
standards for distribution, production, and product quality.
2. Sequential interdependence is particularly relevant to value chains because the output of one
unit is necessary as the input for the next unit to perform in the organisation, e.g., an
assembly line. Managerial discretion, i.e., coordination by plan or command, be found as the
primary coordination mechanism which is essential to efficient operations. The organisation
needs to provide a coordinating agent who has the responsibility to arrange the flow of
information and product and direct adjustment to change both internal and external
conditions.
3. Reciprocal interdependence and sequential interdependence are somewhat similar. However,
in a reciprocal interdependence, the output of each unit is an input for every other unit in the
organisation. Therefore, when a department changes the rules, the contribution of other
departments is affected. It means that each department in the organisation needs to coordinate
its activities by collective decision-making and problem-solving, or called mutual
adjustment.
Cooperatives are pooled interdependent organisation, based on the horizontal coordination
mechanism, especially product quality standardization. However, the changes of agri-food
market have increased connectedness between transactions of upstream actors (i.e., farmer-coop
transactions) and transactions of downstream players (i.e., coop-buyer transactions). The
internationalization and concentration of agricultural value chains have influenced small-scale
producers in developing countries to adapt their production methods to meet the new product
standard. It means that the coordination mechanism may improve each other when firms switch
8

from pooled to sequential or reciprocal interdependency (Bijman et al., 2011). When the
interdependences among actors are increased, the amount of information that needs to be
exchanged is higher (Galbraith, 1977). The demand of more vertical coordination, therefore, is
induced to tighten the alignment of investments and economic actors’ activities (namely
producers, processors, traders, and retailers). Mutual adjustment is used as the primary
coordination mechanism to enable mutual adaptation between members and cooperative firm (in
negotiation with downstream value chain actors) during cooperatives’ transition from pooled to
sequential interdependencies. Eventually, after the transition, cooperatives will coordinate its
member transactions by applying hierarchical coordination. The way of switching to a more
value chain coordination where all actors are characteristically interdependent in a reciprocal
way is considered as an innovation process (Bijman et al., 2011). However, the synergy benefits
vanish when the interconnecting activities in a value chain are not well coordinated (Williamson,
1991).
The cooperatives need to decide on a market relationship strategy to pursue with the actors in the
value chain, which are contract or spot3 market. The contract market is better to be adopted when
the market condition is highly uncertain (a long-term crop with fluctuating price) (PenroseBuckley, 2007) and monopsony buyer (Vermeulen and Goad, 2006). Therefore, the business risk
is shared between producers and buyers to obtain a stable and secure income (Penrose-Buckley,
2007). Contract market also can be used by the cooperatives to deal with the major constraints
for smallholders and their communities, such as increasing the opportunity to access capital for
investment and bargaining power to negotiate the terms and prices. Whereas when the market
condition is not so uncertainty, the spot market is chosen. Therefore, the cooperatives are free to
choose any buyer with the best offer (Vermeulen and Goad, 2006). Further, the contract and spot
market may be suitable for the cooperatives when the market condition is not highly uncertain
(steady demand and price) and monopsony buyer. But, the cooperatives that own a contract with
the purchaser may have access to more capital resources to activate upgrading.
2.3.

Upgrading

Upgrading is the acquisition of technological capabilities and market linkages that give an
opportunity to the firms to improve their competitiveness and transform their value to the higher
level (Kaplinksy and Morris, 2001). According to Mitchell and Coles (2011), there are four
different types of upgrading: process, product, functional, and inter-chain upgrading.
1. Process upgrading: improving the efficiency of production process either by using improved
technology or reorganising the production system. For example, by improving farming
technology, producers may increase the yield of production (Kiemen & Beuchelt, 2010).

3

Spot market: Where buyers and sellers negotiate and complete a transaction right away (Penrose-Buckley, 2007).
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2. Product upgrading: transforming into a better quality product with higher value for
consumers. Cooperatives invest in product upgrading by entering in certified markets, selling
products to the niche market, producing palm fruits with higher oil extraction rate (Kiemen &
Beuchelt, 2010).
3. Functional upgrading: increasing value added within the organisation by switching several
activities or changing the area of activities to the different link in the value chain. Producers
not only perform as a commodity producer but also include some value adding activities. In
the modern market chain, there is a tendency to make shorter chains due to the role of the
intermediaries between local actors and downstream actors seems to be copious and
extravagant (Dijk and Trienekens, 2012). According to Mitchell and Coles (2011), the
primary fundamental principles of functional upgrading are removing intermediaries in the
value chain, so the producers obtain direct market access, acquire capabilities, the
participation of small-scale actors, and shift to a more rewarding position.
4. Inter-chain upgrading: applying capabilities of a particular chain to a different chain, usually
to a more profitable value chain. However, inter-chain upgrading often has a significant
barrier to entry for the small producers and their cooperatives.
Distinguishing between product and process upgrading is difficult, especially for agricultural
commodities. For example, the introduction of organic agricultural practices generates a new
product category (Gibbon, 2003).
The background for enabling different upgrading strategies is determined by services provided
by chain actors and information flows (Gereffi, 1999). By adding the number, standard, and type
of functions in a value chain, the firm can induce the upgrading (Bolwig et al., 2010), as a
strategy to compete with innovative activities of the competitor (Gereffi, 1999). As proposed by
Mitchell and Coles (2011), the upgrading strategy for small producers can be identified in three
types of upgrading. Those kinds of strategies give significant improvement to the performance or
position of the actor, thereby raising rewards, and lowering of risk (Bolwig et. al., 2010). The 3
types of upgrading are as follows:
1. Improve process, product or volume (same node in the value chain)
The strategy in this group is about trying to do something better or bigger staying within the
same node by improving technology and management. Defensive strategies are included to
keep the current position in the chain, such as cost reduction as responding to lower prices.
The process, product, and volume strategies can be mutually reinforcing. For instance,
increasing production capacity may enable the purchase of processing equipment to improve
quality.
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2. Change and add functions (expand upstream or downstream in the value chain)
Functional upgrading means that producers undertake a new feature in the value chain, e.g.,
by performing downstream activities, such as processing, grading, transporting, bulking up,
or advertising. Functional upgrading relates to vertical integration when an actor performs
more than one function in the value chain. Ziggers and Trienekens (1999) report that the
general motives of the firm to implement vertical integration are contributions and cost. The
company may reduce transaction cost4 by implementing vertical integration when
transactions require a high charge and recur frequently, and opportunistic behaviour is likely,
and consequently transaction will increase. Enhancing the ability of the firm to improve its
product and give more timely access to market information allows a more rapid or particular
adjustment of product characteristics. Also, the company reduces the risk of supply or
demand uncertainty and price fluctuation and has a more efficient information exchange and
organisation structures.
3. Improve value chain coordination mechanism
In the developing countries, smallholders are dependent on the buyer with spot market type
transaction. These types of transaction often offer little rewards and they have high risks for
producers. Frequently, these transactions involve small volumes, high fluctuation of price,
sales to more than one buyer, poor quality, lack of traceability, and poor transmission of
product information. To upgrade smallholders under these conditions, the understanding of
coordination mechanism has two dimensions, vertical and horizontal.
Smallholders may have solidarity that leads them to involve in collective action (supply and
marketing) by co-operation (Penrose-Buckley, 2007). Furthermore, small-scale producers
involve in joint action to implement upgrading. For example, determining standards (i.e.,
standard minimum quality), shortening the value chains (i.e., removing intermediaries),
organising of vertical governance mechanisms that provide a better distribution of product and
value added, and arranging horizontal governance mechanisms to make a better power balance in
the value chains and increase the bargaining position of small producers (Gibbon, 2001).
The profitability of a plantation relies on the ability of smallholders to deal with their main
problems such as productivity (Budidarsono et al., 2012), farm efficiency, creating a market, and
reducing agent in an emerging cooperative5 with the typical problems of trust, leadership, and
transparency (Bijman et al., 2012). Vermeulen and Goad (2006) proposed upgrading as the
solution of innovations to deal with the key constraints of oil palm smallholders and strengthen
firm's competitiveness (Kaplinsky and Morris, 2001). A study by Hardjono et al. (2003) shows
poor management practices of smallholder oil palm plantations in Banten Province, Indonesia

4

Transaction costs are the costs associated with the process of exchange itself (Ziggers and Trienekens, 1999).
Emerging cooperatives: when the cooperatives have low branding, marketing (and size) and play a role as a supplier in the production process
(Bijman et al., 2012).
5
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such as delay to adopt the road, drainage, and fertiliser technique, caused by the lack of
knowledge and experience. It is also supported by Lee et al. (2013) that smallholders who
perform harvesting three times per month produced approximately 24 ton FFB/ha, which is
higher than smallholders who perform harvesting only once per month, producing an average
yield of 15 ton FFB/ha. Thus, improving the yield of production and cost efficiency are the key
points to increase smallholders’ income.
2.4.
1.

2.

3
4.

5.
6.

Hypothesis
The cooperatives that did upgrading to counter the major problems of smallholders can
improve cooperative’s profitability and members’ satisfactions by increasing
competitiveness and switching their value to the more profitable area.
The contract market only performs better than spot market for cooperatives in terms of
accessing to more capital resources when the market condition is highly uncertain
(fluctuated price and demand) and a monopsony buyer.
The upgrading is possible when the internal conditions are fulfilled, which are the members
want to participate, trust more, and commit to the cooperatives’ decisions.
Democratic governance in vertically integrated cooperatives plays a role as the enabling and
constraining factor of upgrading activities, depending on the willingness of majority
members.
The cooperatives require capital from the external institution for investment to perform
upgrading.
The upgrading is present when the cooperatives provided better services than the
competitors.
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Chapter 3
Research Methodology
3.1.

Introduction

This study used qualitative approaches to investigate a comparative case study to examine the
upgrading activities of ex-Bratasena cooperatives. A case study allows us to obtain an overview
and in-depth understanding of a case, process, and interactional dynamics within a unit of study
(Kumar, 2011). Qualitative research is indicated by using words, context, and meanings and
examining cases (Silverman, 2011). Then, it involves transforming gathered data into knowledge
(Rossman & Rallis, 2012). The study was conducted for nine months in total with three months
of preparation and research proposal, one month of field study, and five months of data analysis
and report (see Appendix 1. for more detailed research planning). Several research instruments
and strategies were applied to find the answer to the research questions. The conceptual
framework is designed to answer sub-research questions (Figure. 5).

Determinant factors
of upgrading

Upgrading activities

Cooperative
performance

Figure 5. Conceptual Framework
First, we explored the upgrading activities that have been done by PETA in comparison with
other (non-upgrading) cooperatives. Then, the determinant factors that enable or constrain
upgrading activities in PETA were identified as compared with other (non-upgrading)
cooperatives. Finally, we analysed how upgrading activities have improved cooperative
performance.
3.2.

Research Study Site

This study was conducted in Ex-Bratasena cooperatives, Pangkalan Kuras Sub-district,
Pelalawan District, Riau Province, Indonesia as shown in Figure 6. The area is bordered with
Kemang Village to the north, Palas Village to the south, Jambi-Riau main road to the east, and
Langgam Inti Hibrindo Company to the west. The Village can be reached by road trip (car) for
around 2 hours from Pekanbaru (Capital of Riau Province). The distance from Pekanbaru to
Meranti Village is approximately 90.4 km.
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Figure 6. The Location of Meranti Village (Google Maps, 2016)
There are five villages of ex-Bratasena Plantation in Pelalawan, namely Sidomukti and Surya
Indah (SP 1), Sialang Indah (SP 2), Beringin Indah (SP 3), Meranti (SP 4), and Harapan Jaya
(SP 5). As a part of transmigration project in 1993, those cooperatives and their plantations have
the same background, which is the palm oil trees were planted in the same period and had the
same buyer (SBP and SSS).
3.3.

Source of Data

This study used primary and secondary data. Primary data were gathered by visiting the research
field area. The methods used was interviews and observation. Appendix 2. shows an overview of
the selected methods.
The researcher used an informal semi-structured interview with general questions guide (See
Appendix 3.) and possibility to explore the questions further when it was needed based on the
response of respondents (Raworth et al., 2012). The general questions guide can be used to crosscheck information from the respondents (Kaplinsky and Morris, 2001) and the guide contains a
list to remind researcher of the areas to be covered in an interview (Kumar, 2011). The
respondents were asked open-ended questions to obtain more objective answer according to their
knowledge, views, and experiences. Javanese and Indonesian language were used by the
researcher in the conversation with the respondents, according to the preferable language the
respondents chose.
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The following steps of interviews are adapted from Raworth et al. (2012) such as:
a. Introduction
Introduction and explanation of the study such as background and purpose.
b. Consent and confidentiality
The agreement of data confidentiality between interviewer and respondents. We asked the
respondents for permission to use the data for report or publication purposes.
c. Location
The place of the interview was discussed to find the most comfortable place to conduct the
interview. It was also to increase interviewee’s confidence to provide more information to the
interviewer.
d. Timing
The time of interview was scheduled at a suitable time for the respondents.
e. Recording data
The interviewer asked for permission to the interviewees to record the conversation
beforehand. If the respondents allow it, then the interviewer record the conversation. The
conversations were recorded using a voice recorder to focus more on the conversation and to
give respect to respondents by having eye contact. At the end of the interview session, the
interviewer summarize the discussion, thank interviewee, and invite them to ask any
questions.

Figure 7. Interview with Mr. Wagiyanto
(Documentation of field data collection, 2016)
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Figure 7. shows the researcher was conducting an interview with Mr. Wagiyanto. Since the
researcher only knew PETA in ex-Bratasena plantation, PETA was used as the key informant.
Mr. Sakti Hutabarat (Ph.D at Wageningen University and Research, Netherland) introduced Ms.
Rindu Trianita (a former pupil of Mr. Sakti) who lives in Meranti Village to the researcher.
Then, the researcher made contact with her and she introduced the researcher to Mr. Arif
(Treasurer of PETA). Mr. Arif provided housing, food, transportation, and introduced the
researcher to the other respondents. The researcher went to other locations (SM and BJ) by
motorcycle, provided by Mr. Arif. Appendix 4. shows the brief of data collection activities in the
field.
The researcher used exponential discriminative snowball sampling, which means that the
respondent was purposively chosen based on the information from the respondents. The
snowball method was used because of the crucial respondent, Mr. Arif, has more knowledge and
experience about the conditions in ex-Bratasena area. In snowball sampling, a sample is selected
then asked the sample to identify other subjects to become a part of the sample (Kumar, 2011).
As a start, the researcher asked PETA (Mr. Arif) to make a performance rank of ex-Bratasena
cooperatives. According to Mr. Arif, the best cooperative was Harja, then PETA, SI and S, SM,
and BJ. Since the cooperatives have the same buyers, the researcher conducted an interview with
SBP and SSS. The researcher asked the buyers to make a performance rank. The result was the
same with Mr. Arif. See Appendix 5 for the interview transcript with the respondents.
The study has purposely selected PETA as upgrading cooperative because PETA has a contract
with the buyer, which means that PETA complied with the buyer’s standard, while both SM and
BJ have no contract. The cooperatives in SP 5 is not comparable because their village has split
into two villages in 2007, which lead them to divide their cooperative into two cooperatives.
HARJA is considerably the best cooperative in its area. They also have a contract with the buyer.
However, the cooperative has advantages that PETA does not have, of which the location of
Harja is closer to the main road. These facts made Harja also is not comparable with PETA.
Therefore, this study compared PETA with SM and BJ cooperatives since they have the same
background based on information from PETA and buyers, the researcher selected SM and BJ as
non-upgrading cooperatives. The researcher also determined Cooperative and SME Agency
Pelalawan as third parties, since the respondents only obtained support and work under the
supervision of the Cooperative and SME Agency Pelalawan. See Appendix 6. for the picture of
field research.
3.4.

Value Chain Mapping

The researcher organised value chain mapping in two phases. First, the researcher made a value
chain map based on interviews from respondents and field visits to understand who is doing what
in the value chain. The researcher focused on suppliers, smallholders, cooperatives, and buyers.
Subsequently, the map was combined with second phase mapping. In the second phase, the
researcher adopted ValueLinks approach developed by GTZ (2007), which is the methodology to
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figure palm oil cooperative value chain. Therefore, the map showed the flow of material and
finance from supplier to the buyer by using the data of each transaction measurement (Khiem et
al., 2010).
3.5.

Cooperative Performance Measurement

The selected cooperatives (PETA, SM, and BJ) are vertically integrated cooperative type.
According to Soboh et al. (2009), addressing members’ objectives to measure cooperative’s
performance can be realised by using multiple objectives methodologies (multicriteria analysis).
More specific, Sexton and Iskow (1993) state that the performance indicator of the vertically
integrated cooperative is price/unit product paid to the members and patronage refunds. Thus, the
researcher compared cooperatives’ performance based on price/unit product paid to the members
and patronage refunds. As addition, the researcher also measured the members’ satisfaction by
questionnaire and compared the oil extraction rate among cooperatives.
The price/unit product paid to the members, patronage refunds, and palm oil extraction rate were
gathered from cooperatives’ annual report. Then, the data from 1998 until September 2016 was
compared among selected cooperatives. To measure members’ satisfaction, the researcher used
Likert scale questionnaire (scale 1-5). The researcher met the members of selected cooperative at
the cooperative’s office (only for PETA), coffee shop, and members’ house. Then, the researcher
asked 50 members of each selected cooperative to fill the questionnaire. The result was analysed
by IBM SPSS V 23 (frequency).
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Chapter 4
Empirical Findings: Framing the Upgrading in Value Chain for
Palm Oil Cooperatives
This chapter focuses on analysing a finding that concerns the distinctive implementation of
upgrading activities in selected cooperatives ex-Bratasena (PETA, SM, and BJ). This upgrading
has claimed to lead them to have a different level of performance. It entails upgrading activities,
determinant factors, and upgrading effects as three-dimensional framework to investigate this
phenomenon. Also, an overview about palm oil smallholders in Indonesia is added.
4.1.

Overview of the Conditions of Palm Oil Smallholders in Indonesia

Indonesian palm oil smallholders are an interesting case study. In 2015, they owned almost 42%
of the total palm oil plantation (Soependi and Arianto, 2014) in a country that is nominated as the
biggest producer of palm oil in the world, Indonesia (USDA, 2016). This number might be even
greater as Indonesia is targeting to produce 40 million ton of CPO, by expanding 12 million ha of
land in 2020, in order to keep up with the demand of the agribusiness and energy sector
(Indonesian Ministry of Industry, 2009). Figure 8. shows the target areas for palm oil expansion
in 2020, Papua, West Kalimantan, and Jambi will be the highest areas of expansion in the near
future (Colchester, et al., 2006). However, Hidayat et al. (2015) state that smallholders perform
less than the commercial plantation average, regarding productivity and economics. Will
Indonesian smallholders contribute positively to the Indonesian palm oil industry in the future?
These are the circumstances that offer valuable empirical material to understand how the
upgrading strategy may improve smallholders or their communities (cooperatives) performances.

Figure 8. Expansion Areas of Oil Palm Plantation in Indonesia (Colchester, et al., 2006)
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4.2.

Upgrading Activities

This sub-chapter focuses in more detail on the upgrading activities that have been applied by
selected ex-Bratasena cooperatives, such as historical background, organisational structure, value
chain mapping, farming activities, and business strategy based on interview and secondary data.
The researcher found 6 upgrading activities that have been done by PETA, which are avoiding
middleman in the value chain, applying plasma plantation design to yard plantation, securing
fertiliser stock, implementing quality checking in the collection point, using contract market,
expanding the business department.
4.2.1. Historical Background
According to Arif (Treasurer of PETA), Ex-Bratasena Cooperatives are the today manifestation
of transmigration project which was implemented by the Indonesian government in 1993. It is
called ex-Bratasena as the smallholders became independent from SBP. Through the KPPA
program, incorporated with BRI as a finance provider and SBP as buyer and supervisor of the
project, the Indonesian government invited its people to the Pelalawan District. The purpose was
to reduce migration and develop the palm oil plantation. Mostly, people from Java and Sumatra
joined the project and became smallholders in the area. In general, the smallholders had no
experience in palm oil farming when they came to Pelalawan for the first time. They just worked
in the plasma plantation following SBP instructions, which mainly focused on maintenance and
harvesting. This was because SBP had planted the palm oil seeds, and as Mr. Arif said:
We started to grow palm oil tree from around 1993. The seeds were provided by SBP. They also
plant them in our land. Because we are a part of transmigration project, so what we did is just to
grow them.
Mr. Arif continued, the smallholders had no idea which land would be titled to their name. Then,
in 1996, as a promise of transmigration project, every smallholder obtained 2 ha of plasma
plantation and 0.5 ha of yard, the location of the land was decided by a lottery system. The
plantation and smallholders were divided into five areas called SP 1 – 5. The plasma plantation
was under the supervision of SBP, until the smallholders paid off the credit investment. As
mentioned before, the project was funded by the KPPA scheme, which means that the
smallholders needed to repay the capital investment to grow the plantation. The amount of
money that smallholders earned was managed by SBP after calculating the FFB sales of the
smallholders minus production and investment cost. Conversely, the yard was actually intended
for growing good crops and to build a house for smallholders to live. However, since the yard
belonged to the smallholders, the smallholders decided to make houses and grow palm oil trees
instead of crops. Mr Arif stated:
Basically, at the first 3 years, we didn’t know where our land was.
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The Cooperative and SME agency encouraged the smallholders to have a cooperative for every
village. The smallholders agreed to build the cooperatives as it benefits them (e.g., opening
access to have training, grant, and joint action). By selling salted fish, a food aid from the
Indonesian Government, the smallholder gathered the capital for establishing cooperatives6.
Every smallholder contributed 2.5 kg of salted fish and sold it for IDR 2000/kg7. The
cooperatives have been officially registered to Cooperative and SME Agency Riau Province in
1996 for SM and BJ8, while PETA remained as PO for approximately two years later until
legally becoming a cooperative in 19989. Mr. Arif said:
After we obtained our location of plantation, we agreed to make a cooperative, however we have
no money for equity. We sold our food aid from the government, salted fish, then gathered the
money for equity. Every member gave 2.5 kg of salted fish, we sold it for IDR 2000/kg
Arif explained that PETA was officially established based on the legal document
No.30/BH/KDK.4/I/IX/98. The cooperative had 400 members and was divided into 20 farmer
groups. The total area of palm oil plantation was 1000 ha, consisting of 800 ha of plasma
plantation and 200 ha of yard plantation. Furthermore, Wagiyanto said that the SM was initially
founded by 500 members, however 27 became inactive members, which meant that they used
SM for production and marketing but they didn’t want to take part in cooperative activities, such
as meeting or voting. SM was legally operated based on legal document No.
236/BH/PAD/KWH.4/5.1/III/ 1996. In total, they have 1000 ha of plasma plantation and 250 ha
of yard plantation. Moreover, Sugiono stated that BJ has 1250 ha of solely palm oil plantation,
including 1000 of plasma plantation and 250 of yard plantation. The cooperative was founded
based on legal document No. 1803/BH/XIII/15.10.1996.
An interview with Arif, Wagiyanto, and Sugiono revealed that the smallholders, through
cooperatives, have repaid the credit investment in 1999. Since then onward, the smallholders
became independent farmers, which means that they didn’t have to obey the regulations of SBP.
But, the smallholders acted as a cooperative under the supervision of Cooperative and SME
Department of Pelalawan. The agency also provided the smallholders with training (leadership,
cooperative management, and accountancy) and comparative study (visiting other plantation).
Figure 9. Shows the office of PETA.

6,7
8
9

Interview with Arif, Wagiyanto (Secretary of SM), and Sugiono (Chairman of BJ).
Interwiew with Wagiyanto and Sugiono.
Interview with Arif.
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Figure 9. The Office of PETA (Documentation of field data collection, 2016)
On the other hand, the smallholders also agreed to maintain relationship with SBP as the buyer
since they have experience working together. However, in 2007, SBP faced financial problems
that caused cooperatives to look for another buyer. There was payment delay from SBP to the
cooperatives, but SBP has finally paid the smallholders’ FFB. The cooperatives moved to SSS as
their buyer from 2007 to 2013 because the location of the mill was close enough and offered an
attractive price. Subsequently, the SSS also experienced financial problem in 2013. At that time,
the SBP revived from its crisis and the ex-Bratasena cooperatives moved back to SBP as their
buyer.
4.2.2. Organisational Structure
The selected Ex-Bratasena cooperatives were vertically integrated cooperatives. It was
characterised by restricting the cooperatives ownership only for the members, governed by
democratic decision, and focused on members’ objectives. As stated by Mr Arif:
Only the members can be appointed to become management.
Only the members can have the position in the organisation structure, except the advisory board
(The Headman of each village). The selected ex-Bratasena cooperatives have the same
organisational structure, which consists of Chairman, Secretary, and Treasurer as the core
management on board. Besides this, the cooperatives have members, advisory, and supervisory
board, and department manager. The respondents, which were Arif, Wagiyanto, and Sugiono
confirmed it.
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The organisations adopted a democratic governance by giving the member a chance to discuss or
vote. The decisions were made by the majority members. The members chose the management
on board and entrusted them to operate the cooperatives. However, the highest authority is the
members. The management on board cannot make new decisions without the members’
approval. Therefore, the selected ex-Bratasena cooperatives are the vertically integrated type of
cooperatives. As reported by Mr. Wagiyanto:
Although only the members can be the management on board, they only implemented the
members’ decisions.
In addition, Mr Suryadi said:
Unlike in the company. In the company the manager can fire his employees. But here, the
members can fire the management. The management only apply our agreements.
The cooperatives attended to the members’ objectives. So, as reported by Samsul (PETA’s
member), Suryadi (SM’s member), and Mistarom (BJ’s member), the cooperatives had one
regular meeting per month and urgent meeting whenever needed. The regular meeting focused
mainly on keeping a good relationship between members and discussing the cooperatives’
progress. While the emergency meeting usually dealt with topics that required fast response,
such as, diseases and payment delay. PETA has been doing the meeting regularly. The members
were eager to come for discussion. However, Wagiyanto and Sugiono revealed that the regular
meeting of SM and BJ no longer exist. This happened when the payment delay occurred for a
second time, and this led members to start losing trust in their cooperatives. They emphasised on
having an only urgent meeting, especially regarding the payment progress from SSS.
Furthermore, PETA has changed its management on board five times since its established,
whereas SM and BJ has done so six times. The management of SM and BJ should be renewed in
2016. But, the members insisted on keeping the management until the payment delay from buyer
was solved.
The management team was changed every 3 years. The candidates of the cooperatives
management were appointed by the GA, or the members may also nominate themselves. In
general, the candidates must be members of cooperatives. Specifically, the criteria for BoD were;
willing to work in their position for at least 3 years, being trusted by the members, understanding
the articles of cooperatives association, and having good communication skills. The Department
Manager should have knowledge and experience about their department (e.g., Department of
Transportation Manager had driving licenses). The Supervisory Board usually consists of the
members who were respected by other members, such as an elder and a community figure.
Furthermore, the candidates were elected by democratic process (one member one vote). The
successful candidates would be the management team for one period (3 years). But, there was no
limitation for the management to be elected in the next period.

22

General Assembly

Advisory
Board

Board of Directors

Supervisory
Board

General Manager
TBS
Dept.

Consumer
Goods Dept.

Farming
Equipment Dept.

Savings and
Loan Dept.

Transportation
Dept.

Replanting
Dept.

Members
Coordination line
Command line

Figure 10. The Organisational Structure of PETA
(Documentation of field data collection, 2016)
General
Assembly

Advisory
Board

Board of
Directors

Supervisory
Board

General Manager

TBS Dept.

Consumer
Goods Dept.

Farming
Equipment Dept.

Savings and
Loan Dept.

Members
Coordination line
Command line

Figure 11. The Organisational Structure of SM and BJ
(Documentation of field data collection, 2016)
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Figure 10. shows the organisational structure of PETA whereas Figure 11. illustrates the
organisational framework of SM and BJ. Generally, the organisational structure of Ex-Bratasena
has been the same since established. However, PETA had 2 more business departments than SM
and BJ, which were Department of Transportation and Replanting. The whole management team
were members of the cooperatives, except for the advisory board. Moreover, the position of
general manager was in the organisation structure because it was regulated by the Indonesian
President Law Number 25, 1992 (not obligatory), but nobody filled the position. The reasons
were that because the direct order from BoD to the business departments could make the work
flow faster, the members believed that the BoD could handle the business department directly
without a GM, and the business departments activities were routine (less changing).
4.2.3. Value Chain Mapping
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Figure 12. Value Chain Mapping (Documentation of field data collection, 2016)
Figure 12. shows the first upgrading action (i.e., PETA successfully avoiding the presence of
middleman in the value chain while they exist in the value chain of SM and BJ). Therefore,
the value chain of PETA consists of smallholder/members as the producers and SBP/SSS as the
buyer. This happened because of mutual trust between PETA and its members. Arif said that
PETA successfully guaranteed the FFB payment from its buyer to smallholders, with a
considerably higher price compared to the middleman. Thus, the smallholders felt confident in
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selling their FFB to PETA. Furthermore, PETA preferred only to accept the FFB from its
members because PETA can assure the quality of smallholders’ FFB and keep its good
reputation to the buyer. As a result, the buyer trusted PETA10. However, since the delayed
payment evidence from the buyer in 2007 and 2013, SM and BJ started to experience shortage of
FFB. They expected to sell more FFB by accepting the FFB from the middleman and combining
them with smallholders’ FFB. Some of their smallholders thought it was better to sell their FFB
through a middleman because they can provide secure payment even though the price of FFB
was lower than paid by cooperatives. The middleman sold their FFB through cooperatives when
the price that they obtained from the mill was lower than the price from the cooperatives, or they
didn’t have enough amount of FFB to be delivered to the factory. Mr. Suryadi revealed:
Sometimes the middleman also sells their FFB through SM, if the middleman think the price is
lower or they don’t have enough FFB.
As reported by Arif, Wagiyanto, and Sugiono all the cooperatives had the same FFB delivery
time and payment, except the payment from the middleman to smallholders. The FFB was
distributed from smallholders or middleman by cooperatives to the buyer in no more than 24
hours. Otherwise, the buyer rejected the FFB due to low quality (high FFA). The buyer paid the
FFB monthly. Once the payment was received, the cooperatives gave it to smallholders after
calculating the payment minus production cost and other services from cooperatives. If the
payment was less than the production or service cost, the cooperatives sent the bill to the
smallholders. Furthermore, the middleman may pay the FFB to the smallholders up until seven
days before harvesting. However, the price could be IDR 300/kg of FFB lower than the price
from cooperatives.
4.2.4. Farming Activities
Arif explained that before the smallholders came to the Bratasena plantation in 1993, SBP had
planted and designed the palm oil plantation in the area. So, the smallholders had two farming
activities left, which were maintenance and harvesting. The smallholders in ex-Bratasena
cooperatives adopted the SBP’s farming technique and methods. When the smallholders were
under the supervision of SBP, the smallholders did those farming activities by themselves. After
they were independent, in 1999, the smallholders hired people from around their villages, as
freelancers, to do farming. The smallholders had a role as a supervisor in the field. By combining
labours, managed by cooperatives, the smallholders reduced the production cost by increasing
the work area from one lot to twenty lots daily. Accordingly, the smallholders were called “tie”
farmers. Tie farmer was a nickname for the farmers in the area that didn’t do farming activities
directly in the field anymore.
10

Interview with Joko (Plant Manager of SBP) and Eben (Former Plant Manager of SSS).
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According to Samsul, Suryadi, and Mistarom, the smallholders of ex-Bratasena cooperatives
hired freelancers and split them into maintenance and harvesting teams. The tasks of the
maintenance team were removing bugs and weeds, pruning, and fertilising every six months.
They spread pesticides by using manual and electric sprayer to get rid of the bugs and weeds,
brush cutter to cut weeds, and dodos or egrek to do pruning. The other farming equipment was
hoe, axe, sickle, parang, tajok, and garukan. Figure 13. shows the farming activities of
smallholders.

Figure 13. Maintenance and Harvesting Activities
(Documentation of field data collection, 2016)
As reported by Samsul, the smallholders fertilised palm oil trees two times per year, which were
in January and July. They spent approximately 2 kg of urea Pusri, 2 kg of KCL Belarusia, and 1
kg of SP 36 Petrokimia Gresik every year/palm oil tree. They spread each fertiliser to the trees
every ten days in this period. Since their plantations were mostly on the hillside, they need to pay
attention to the weather. The best time to give fertilisers was when there was a smooth rain. The
fertilisers could harm the trees when they were not combined with water. The leafs became
yellow and dark spots appeared. When the torrential rain comes, the fertiliser flowed down the
hill. Moreover, the FFB sometimes also slipped down during harvesting.
The second upgrading, PETA was able to secure the fertiliser because they paid the fertiliser to
the supplier up front. As stated by Suryadi and Mistarom, unlike PETA, occasionally, the
smallholders of SM and BJ needed to postpone or even reduce the dose of fertiliser to a half,
because of shortage or higher price of fertilisers. However, in SM and BJ, the middleman also
sold fertiliser to the smallholders. The middleman became competitors for SM and BJ
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cooperatives. SM and BJ cooperatives preferred to order the fertilisers in a small amount, but
they could sell them all. Since the market share was divided between cooperatives and
middleman. Typically, the cooperatives took a profit of around IDR 15000/bag (50 kg) from the
fertiliser. When the demand was higher than the supply, the smallholders looked for fertiliser
from the middleman. The middleman could obtain until IDR 60000/bag of fertiliser as profit. As
a result, when the price was high, the smallholders need to reduce the dose of fertilisers or even
postpone the fertilising when there were no fertilisers. As Mr. Wagiyanto said:
We gave the fertiliser regularly every 6 months. In a year, we need to spend around 2 kg of Urea,
2 kg of KCL, and 1 kg of SP 36 every year/palm oil tree. However, it depends on the availability
of the fertilisers. Sometimes we need to postpone or even reduce the dose until a half dose, since
we can’t secure our stock.
PETA implemented the third upgrading activity by adopting the design of plasma
plantation to the yard plantation. According to Joko, SBP supervised the plasma plantation
while the yard plantation was the responsibility of smallholders. They designed the smallholders’
plasma plantation in 1992 by using 8x9 m distance between plantation and planted Tenera. The
range allowed the palm oil trees to grow properly and gave space for smallholders to do farming
activities. The seed was selected because it produced a high yield and oil extraction rate. The
plasma plantation design was adopted by PETA in their yard plantation. The smallholders of
PETA believed that by applying the SBP’s design they would be able to produce FFB with the
same quality of plasma plantation. However, the members of SM and BJ expected to produced
more FFB by planting more palm oil trees in their yard plantation. In fact, by implementing 5x6
m or 6x7 m space between trees and using Dura and Tenera, the yield and oil extraction rate of
FFB in yard plantation was lower than plasma plantation. In addition, Mr. Arif stated that
For the plasma, the design of the plantation was fix from SBP, for the yard, we designed by
ourselves, but we agreed to copy the design of plasma. For example, the distance between trees
was 8 x 9 m, where to collect the FFB, and others.
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Figure 14. The Average of FFB Production in 1998 - Sept. 2016
(Documentation of field data collection, 2016)
Figure 14. indicates that the average amount of FFB that was produced by PETA (1732
kg/month/ha) was higher than SM (1458 kg/month/ha) and BJ (1480 kg/month/ha) in the
production period. PETA had higher FFB production because the plasma and yard plantation
were well-managed e.g., the implementation of regular fertilising with the right dose and time.
See Appendix 7. for the details of FFB production.
The fourth upgrading was PETA checking the FFB’s quality after harvesting in the
collection point. The plasma plantation was under the cooperatives responsibility. The
smallholders in all cooperatives had the same schedule and method for harvesting, except for
quality checking of FFB. However, the yard plantation was the smallholders’ responsibility.
Thus, they need to harvest the FFB and send it to the collection point by themselves. The
cooperatives arranged so that the collection schedule depended on the last number of the date
and the number of the farming group. For example, assuming that today is date 1, then the
plantation of farming group number 1, 11, and 21 will be harvested. So, the same plantations will
be harvested every ten days. As stated by Samsul, Suryadi, and Mistarom, in the plasma
plantation, the freelancers checked the maturity of FFB in the trees, if there were 10-15
fruitlets for PETA and 5 – 10 fruitlets for SM and BJ on the ground, then the palm oil was ready
to be harvested. The FFB was gathered in the collection points where PETA checked the FFB’s
quality again, while SM and BJ directly hefted the FFB. Mr. Arif said:
In the collection point, the FFB were checked again. After checking, the FFB were pondered and
carried by truck to the buyer by Department of FFB from PETA.
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Figure 15. Rejected FFB in the Collection Points of PETA
(Documentation of field data collection, 2016)
Figure 15. shows the rejected FFB that was left at the collection points so that the local people
could take it. The smallholders of PETA did it as a charity. Subsequently, the FFB were
delivered by trucks to the mill. The mill checked the quality of FFB. The FFB should be
perfectly mature with dark red/orange colour fruits, delivery time should be no more than 24
hours, and the oil extraction rate was 23% or above for contract supplier or below 23% for the
non-contract buyers.
The rejection rate of PETA in the mill was less than 1%, whereas SM and BJ around 5%. For the
FFB that didn’t pass the quality check, the buyer provided two options, which were grading (the
supplier could take the rejected FFB back) or zonk (the buyer increased the rejection rate
proportionally). Mostly, the cooperatives took zonk. This way, they can still receive the payment
from rejected FFB while avoiding the cost to deliver the rejected FFB back to the cooperatives.
4.2.5. Business Strategy
The fifth upgrading was PETA remained as a contract supplier, meaning that the FFB of
PETA met with the buyer’s standard. But, SM and BJ, switched into spot market or noncontract suppliers. The relationship approach with the buyer was different among ex-Bratasena
cooperatives. Before the smallholders became independent in 1999, the cooperatives played a
role as contract suppliers. Afterwards, when the plantation was not under the supervision of SBP,
the cooperatives continued to sell the FFB to SBP. While PETA continued as a contract supplier,
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SM and BJ shifted to spot market, because they failed to deliver FFB that met with the buyer’s
standards. Mr. Arif revealed:
We used a contract either for SBP or SSS.
As reported by Arif, Wagiyanto, and Sugiono, since 1993, the cooperatives changed the buyer
three times because of financial problems that caused the buyer to stop the operation of the mills
(SBP in 2007 and SSS in 2013). The cooperatives then decided to choose the available mill in
their area, which was SBP (1993-2007 and 2013-now) and SSS (2007-2013) as their buyer. As a
result, the suppliers underwent a payment delay. When this happened, PETA immediately
stopped the supply, looked for another buyer, and asked the other cooperatives, SM and BJ, to do
the same action. But, the other cooperatives didn’t want to follow PETA right away. Hence,
when PETA had a one-month payment delay, the others experienced a delay of three months.
PETA, as a contract supplier, was prioritised to get their payment. The SBP payment was clear in
2007, but the SSS still had a debt with SM and BJ. SBP successfully recovered from the
financial crisis in 2013 while SSS had to close the mill.
According to Arif, in order to be suppliers, both SBP and SSS asked the cooperatives to send an
L300 Mitsubishi truck load of FFB as a sample. The mills checked the FFB and offered to be a
contract supplier if they met the mills’ standard. For the cooperatives that didn’t meet the
requirements, the potential buyers proposed the cooperatives as non-contract providers. The
standard of the FFB should be perfectly mature (the FFB had red-orange colour and around 10
fruitlets on the ground), delivery time should be less than 24 hours, and rejection rate maximum
2.5%. Figure 16. illustrated the major differences between spot and contract market for
cooperatives.

Contract

Spot

- Higher price
- Comply Buyer's Standard
- Directly access to the mill

- Lower price
- Didn't meet buyer's standard
- Must queue to enter the mill

Figure 16. The main Difference Between Spot and Contract Market for Cooperatives
(Documentation of field data collection, 2016)
30

Since PETA met with the buyers’ standard, the buyers proposed them to be a contract supplier.
As a contract supplier, PETA didn’t have to queue to enter the mill. It was called green line. This
privilege allowed PETA to reduce transportation cost, improve the quality of FFB (faster
delivery time), and increase the income by renting the trucks. Moreover, PETA deserved higher
price of FFB due to higher quality (oil extraction rate > 23%). However, as reported by
Wagiyanto and Sugiyono, SM and BJ were hired as the non-contract supplier, as the FFB was
below the buyer’s standard, especially the oil extraction rate around 21%. Joko and Eben state
that it was hard to find providers that met with their requirements like PETA in its area. Thus,
they reasoned to make a contract with the selected supplier in order to secure the stock. On the
other hand, it was easy to find non-contract suppliers like SM and BJ, and therefore, they didn’t
want to make a contract with them.
SM and BJ realised that combining different FFB (plasma, yard, and middleman) led them to
drop the quality of FFB and became the non-contract suppliers. But, their members agreed to
apply spot market with the expectation to sell a higher amount of FFB. Although the market
condition was monopsony, the price fluctuated. However, they referred to the Estate Agency and
four big companies’ price standard. Furthermore, the buyer always bought the FFB of SM and
BJ, which means that the demand was stable. The buyer needed the contract and non-contract
suppliers, because they have to combine the different qualities of FFB until a certain point of
commercial price was reached and met with their buyer’s standard.

Figure 17. CV.Hidayah Tani (Documentation of field data collection, 2016)
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Furthermore, PETA did the sixth upgrading action by expanding the business units to
Transportation and Replanting Departments. The cooperatives created the same business
departments, which were Department of FFB, Consumer Goods, Farming Equipment, and
Savings and Loan, in order to distribute the tasks in the organisation. Firstly, Department of FFB
arranged the rotation of harvest locations and relationship with the buyer, including negotiating
the price of FFB. PETA as a contract supplier obtained a higher price of FFB than SM and BJ.
Secondly, the Department of Consumer Goods sold daily needs such as rice, instant noodle,
soap, drinking water, and cooking oil. Thirdly, the Department of Savings and Loan allowed the
members to save or borrow money. Fourthly, the Department of Farming Equipment provided
farm equipment, fertiliser, plant medicines, and pesticides. Figure 17. shows the farming
equipment supplier of ex-Bratasena Cooperatives. Fifthly, the Department of Transportation,
officially established in 2007, organised the trucks to collect the FFB from collection points of
PETA and deliver it to the mill. PETA possessed 12 vehicles that were always ready to send its
FFB while SM and BJ needed to rent them from third parties. The last department, the
Department of Replanting, was created by PETA in 2011 to implement replanting plan. They
have a plan to buy 500 ha of palm oil plantation. In 2016, they bought 420 ha with roughly three
years old palm oil trees and provided them with the management team. The purpose was to
generate profit while replanting. The other cooperatives also planned to buy other plantations for
replanting. However, SM and BJ had a lack of trust from their members, and this made it
difficult for them to execute the idea. Moreover, the cooperatives didn’t have enough capital
sources to buy the new plantation. Unlike PETA, the bank agreed to fund them because the
cooperative had a contract with the buyer. Therefore, all cooperatives suggested that their
members have replanting insurance. Mr Arif revealed:
The fifth is Department of Transportation. This department arrange the trucks to deliver the FFB
from collection points of PETA to the mill. We have the trucks. The last one is Department of
Replanting that responsible to execute the replanting planning.
4.3. Determining factors of Upgrading Activities
This chapter will highlight the determining factors that induce or constrain the selected exBratasena cooperatives to do upgrading. The factors are discussed as internal and external factors
based on interview and secondary data. Figure 18. illustrates the determinant factors of
upgrading.
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Figure 18. Determining Factors of Upgrading
(Documentation of field data collection, 2016)
4.3.1. Internal Factors
The selected internal factors were democratic governance, members’ participation, trust,
and commitment. The ex-Bratasena cooperatives were vertically integrated. The decisions were
in the hands of their members, and not of the managers. Accordingly, democratic governance
also played a role as a filter that selected the internal and external factors. Upgrading actions
appeared from inside the organization, if the members of cooperatives trusted and committed
themselves to participate in the innovation activities through democratic governance.
Democratic governance influenced the members’ participation in upgrading actions.
Democratic governance can induce or constrain the upgrading, depending on the majority of
votes. Once the majority of members agrees on the new decisions, the voting members would
then participate in the decisions making. Mr. Arif explained that PETA decided to set a higher
quality standard of FFB while SM and BJ had not, based on the majority of voices. The members
of PETA approved the idea to adopt the design of plasma plantation from SBP to yard plantation.
They believed that the yield and oil extraction rate of FFB from yard plantation would be as high
as the plasma plantation. Thus, selling the same quality of FFB to the buyer. As a result, PETA
was always offered as a contract supplier from its buyers with considerably higher price than
other cooperatives. However, Wagiyanto and Sugiono said that the members of SM and BJ
agreed to combine the lower quality of FFB from yard plantation or middleman with FFB from
plasma plantation, so they were able to sell more FFB. In comparison, the oil extraction rate of
PETA’s FFB (23%) was higher than SM and BJ (20-21%).
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Furthermore, the members of PETA affirmed that they would not start a business that
PETA already had. Therefore, avoiding the presence of a middleman in its value chain. For
example, PETA successfully secured the fertiliser stock for its members, helping them to avoid
postponing the fertilising schedule or reducing the dose of fertilisers. However, the members of
SM and BJ started businesses that their cooperatives already had (i.e., the smallholders sold
fertiliser to the other members). This happened as SM and BJ couldn’t guarantee the availability
of fertilisers to the members. As a result, the cooperatives (SM and BJ) needed to split their
market share to a middleman.
The mutual trust was an advantage that PETA had to execute the decisions. Unlike the other
cooperatives, PETA and the members had mutual trust. According to Arif, PETA provided a
higher price of FFB and secured payment to its members while the members maintained the
quality of their FFB for PETA. On the other hand, Wagiyanto and Sugiono revealed the
members of SM and BJ lost their trust in the cooperatives as they experienced a delayed payment
twice delay, in 2007 and 2013. As a result, the members rejected the annual report 2015 and
demanded their payment. Moreover, some of the members of SM and BJ preferred to sell their
FFB through a middleman because they provided payment guarantee or even advanced payment
(until 7 days up front).
4.3.2. External Factors
Outside forces may be needed to implement new strategies in the organisation. Figure 18.
illustrates the external factors of upgrading such as capital, competitors, and third parties.
However, the idea to use the forces has to pass through the democratic governance, which has a
role as a filter to select the external forces. These will then implemented by the members if they
approve it. Although, third parties may have forces to influence cooperatives decisions. There
was no evidence that Ex-Bratasena did upgrading because of third parties. Therefore, the
selected external factors consist of capital and competitor.
PETA obtained capital support from the Bank, which provided a higher credit limit than
other capital sources. As reported by Arif, PETA managed to expand the business area to
transportation and replanting because the members agreed to widen the market and gained
capital support from the Bank. The bank preferred to lend money to cooperatives that possessed
a contract with the buyer, such as PETA. The contract was a sign that the cooperatives are
proven to have an excellent reputation and market guaranteed. They used the capital to buy two
trucks in 2007. In 2016, PETA had 12 trucks to deliver the FFB from collection points to the
mill, instead of renting them. Also, through the Department of Replanting, the capital of the bank
was invested by PETA in 420 ha of palm oil plantation (worth around IDR 100 million/ha) to
face the replanting period. These departments generated additional income for the cooperative.
However, SM and BJ also wanted to enlarge the business areas, but they couldn’t do it due to
limited capital sources. In general, the cooperatives gained money from membership dues, profit,
the grant from Cooperative and SME Agency, and the loan from government agency (maximum
credit limit from PNPM Mandiri11 was IDR 3 billion). But, the amount of capital was limited.
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Unlike the other capital sources, the bank was able to provide a higher credit limit than other
capital sources combined. Therefore, the availability of capital sources determined the possibility
of upgrading. As reported by Mr. Arif:
We used capital from the Bank to make the Transportation and Replanting Department. We
needed to borrow money from a Bank because they can provide higher limit credit than other
agencies. We have credit around IDR 40 billion from the Bank.
The upgrading was stimulated when the competitors couldn’t perform better than the
cooperatives. The middleman started to appear in the SM and BJ value chain in 2007. At that
time, the members felt unsatisfied with the cooperatives because of payment delays. As a result,
some of the members began to establish the business that cooperatives already had, such as FFB
and fertilisers trade and FFB transportation. Subsequently, they performed better than
cooperatives e.g., provide guaranteed and advanced payment. On the other hand, PETA
successfully passed through this incident. The debt was paid off by the buyers, while SM and BJ
still have uncollected receivables. Thus, the members believed that joining PETA was the right
choice to deal with general problems of smallholders. For example, lower income, unsecured
market and supply, and less bargaining power.
The third parties, e.g., buyers and Government Agency, actually supported the cooperatives in
improving their performances. Joko and Eben reported that the buyers provided regular quality
checking on the plantation, and advice through the Plant Manager. Moreover, Dewi12, the
Cooperative and SME Agency, offered training and comparative studies periodically to the
members. However, the new knowledge from external organisations needed to undergo
democratic governance, as a filter, before the cooperatives implemented the innovations. For
example, the buyers suggested that the cooperatives increase their yield and oil extraction rate of
FFB. The smallholders refused the idea and preferred to look for other buyers if the buyers
insisted. PETA argued that the yield of FFB depended on the age of the trees. If the smallholders
raised the dose of fertiliser, then it would harm the trees instead of increasing the yield and oil
extraction rate. While in SM and BJ, the fertilisers stock was limited, so it was hard to increase
the yield and oil extraction rate without enough fertilisers. The cooperatives preferred to change
the buyers than increasing the yield of FFB. Therefore, the third parties in the value chain of
cooperatives couldn’t induce or constrain upgrading.

11

PNPPM Mandiri (Program Nasional Pemberdayaan Masyarakat) is Government Agency that provided capital for investment to
accelerate proverty reduction and expansion of employment opportunities in rural areas through community empowerment programs
(PNPM, 2007).
12
Interview with Dewi (Section Head of Business Development- Cooperative and SME Agency of Pelalawan.
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4.4.

Cooperative Performance

This chapter examines the performance of the ex-Bratasena cooperatives as vertically integrated
organisations. The performances are compared based on three characteristics such as FFB
price/unit received by smallholders, patronage refunds, and members’ satisfaction. See Appendix
7. for the details of FFB price and patronage refund.
4.4.1. The Price of FFB
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Figure 19. The Average Price of FFB Received by Smallholder in 1998 – Sept 2016
(Documentation of field data collection, 2016)
Figure 19. shows that the FFB price/kg received by a smallholder over the period of time, from
1998 - September 2016, fluctuated in the cooperatives but almost followed the same pattern.
This happened because the standard price of FFB for smallholders was assigned by the Estate
Agency of Indonesia that changed every week and they had the same buyers. Then, the buyers
compared the price with the four big companies FFB standard, namely Asian Agri, Indosawit,
PTPN, and Sinar Mas. Based on those standards, the buyers, SBP and SSS, calculated their
budget and purchase plan. So, they complied with a certain amount of production, quality, and
cost. Afterward, the price was determined weekly. Mr arif explained:
So, the price of FFB from buyer to PETA equals the price from PETA to its members. PETA paid
them after the sales, which was reduced by production cost. So, the members paid the
transportation cost, salary for the freelancers, fertiliser, medicine, pesticide, and other
production cost proportionally to PETA every month and we gave them
the payment also every month.
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The FFB price that smallholders received from the cooperatives was the same as the price that
cooperatives obtained from the buyer. The cooperatives charged IDR 1/kg for FFB that was sold
through cooperatives. This transaction was managed by Department of TBS. The revenue from
this department was combined with other earnings from other departments as cooperatives’
profit. Therefore, the difference price of FFB would not affect the cooperatives profit (generated
by Department of TBS). However, since the smallholders of PETA received a higher price of
FFB, they gained a higher earnings than SM and BJ smallholders.
The FFB price that was received by PETA was always higher, approximately IDR 499/kg/smallholder, than the other cooperatives because PETA had the contract with the buyers.
The agreement helped PETA in obtaining a higher price than non-contract suppliers, such as SM
and BJ. Moreover, PETA could negotiate the price with the buyers. The FFB price steadily
increased from 1998 to 2006, approximately IDR 309.25 – 726.41/kg. Furthermore, the FFB
price dramatically increased from IDR 1210.36/kg in 2007 to IDR 1539.84/kg due to demand
rising. Afterwards the FFB price constantly fluctuated around IDR 1270.08/kg - IDR 1696.10/kg
from 2009 to September 2016. On the other hand, the buyers always bought the FFB, which
meant that the demand was stable.
4.4.2. Patronage Refund
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Figure 20. The Average of Patronage Refund per Member in 1998 – 2015
(Documentation of field data collection, 2016)
Figure 20. shows that the average patronage refund for the member of PETA was higher than the
other cooperatives over time (See Attachment 7. for the details). The profit was generated from
the cooperative transaction through business departments. Then, the cooperatives divided their
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profits to 40% equity, 40% patronage refund, 5% cooperatives management, and 5% CSR. The
40% of the profit, patronage refund, was distributed to the members based on the amount of their
transaction through cooperatives. The patronage refund data for September 2016 period was not
available yet during the field data collection.
The profit of cooperatives was distributed proportionally according to the members’ agreement.
Firstly, the 40% of the cooperatives profit was used to increase the cooperatives’ equity. Then, it
was distributed proportionally to develop the business departments, depending on how much
equity was needed by the departments. Secondly, the 40% of the cooperatives profit was
distributed to the members as patronage refund. Thirdly, the cooperatives management obtained
5% of the profit, which was divided to BoD, Advisory Board, Supervisory Board, and
Department Manager and its subordinate. As a part of the cooperatives’ responsibility to the
society and environment, the last 5% of cooperatives profits went to CSR program in their
villages. The CSR program funded programmes such as organising free medical check-ups,
providing financial aid to elementary and junior high school, and repairing the road.
The patronage refund dramatically increased about 254.84% between 1998 and 2006, from
around IDR 33,061.75 to IDR 117,317.09. The patronage refund for PETA went up significantly
around 92.86% from IDR 127,338.09 in 2007 to IDR 245,589.63 in 2010. But, the patronage
refund of all cooperatives slightly decreased in 2006. This is because they used some of the
profits to pay the provision and servicing fee (costs that occurred because of receiving credit
from financial institution e.g., Bank and Government Agency). While PETA received credit
leasing (to buy trucks) from the Bank, SM and BJ obtained government loan from PNPM
Mandiri Program. Also, PETA needed to pay down payment for buying the trucks. Furthermore,
in 2007, the patronage increased because PETA started the Department of Transportation that
delivered additional income for the cooperative. The patronage refund for SM and BJ remained
stable from 2007 to 2015, since the delayed payment in 2007 that caused members to reduce
their transaction through cooperatives. Furthermore, in 2011/2012 and 2014/2015, the patronage
refund of PETA decreased as the cooperative required additional costs to start the Department of
Replanting (in 2011), primarily to administer the credit agreement I (2011-2012) and II (20142015) with the Bank. However, the patronage refund in 2013 was the highest, as the cooperative
generated extra sales from the Department of Replanting and Transportation instead of other
Departments.
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4.4.3. Oil Extraction Rate
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Figure 21. The Average of Oil Extraction Rate in 1998 - Sept. 2016
(Documentation of field data collection, 2016)
Figure 21. shows that the average oil extraction rate of PETA (23.31%) was higher than SM
(20.58%) and BJ (20.63%) in the given period of time. From 1998 – 2000, the oil extraction of
all cooperatives was almost the same. Then, in the year after 2000, the oil extraction rate of
PETA begun to significantly surpass the oil extraction rate of SM and BJ. This is because PETA
successfully secured their fertilisers stock and restricted the FFB supply from their smallholders,
while SM and BJ failed to guarantee their fertiliser stock and started to combine FFB from
plasma and yard plantation. See Attachment 8. for the details of oil extraction rate among
cooperatives.
The oil extraction rate was randomly checked by the buyer because they have the facility to do
so. Therefore, the oil extraction rate of PETA was the combination of FFB from plasma and yard
plantation, whereas SM and BJ had FFB mixed from middleman, plasma, and yard plantation.
Furthermore, Arif explained that the FFB quality of PETA in terms of oil extraction rate was
similar. However, Wagiyanto and Sugiono defined the oil extraction rate of SM and BJ from
middleman, plasma, and yard plantation as different. Their oil extraction rate from plasma was
around 21 - 22%, middleman approximately 20 - 21%, and yard roughly 19%. By combining the
FFB, SM and BJ, the FFB sold was with an oil extraction rate around 21%.
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4.4.4. Member Satisfaction
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Figure 22. Members Satisfaction of Cooperatives in 2016
(Documentation of field data collection, 2016)
Figure 22. shows that overall, PETA had a higher average response score (Q1-15) than SM and
BJ. The questions consisted of three parts, which were members’ benefits (Q1-5), members’
participations (Q6-9), and members’ preferences (Q10-15). The response of PETA’s respondents
remained stable around 3.58 – 4.76 for all criteria. The reaction of SM and BJ was almost the
same. The respondents of SM gave a higher score in members’ benefits (3.04-3.86) and
members’ participation (3.28-4.38), compared to the members member’s preferences (2.66-3.38)
while the respondents of BJ answered with lower score in members’ benefits (2.84-3.98) and
preferences (2.82-3.28) than members’ participation (3.34-4.16). Therefore, the members of
PETA felt more satisfied than the other cooperatives. See Appendix 9. for the details of the
members’ satisfaction score.
The transmigration project applied the same requirements to the candidates. Namely, must an
Indonesian citizen, married (male as head of family), in the productive age (15 – 50 years old),
never been part of the transmigration project before, healthy, promise to perform the obligations
as a transmigrant. As results, the characteristics of the respondents from different cooperatives
were partly the same. The members had many traits in common, they were all male and became
a member around 16-20 years (100%), mostly in the age of 41-50 years old (52-58%), and the
education level was mainly less than Senior High School (64-88%). The differences were the
average income/month of the smallholders as a member and outside the cooperatives. In PETA,
the smallholders received typically IDR 11-15 million/month/member (58%) while the
respondents of SM and BJ obtained approximately IDR 6-10 million/month/member (36-42%).
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Furthermore, the respondents average income earned from side jobs not relating to the
cooperatives was mostly the same, less than IDR 5 million/month (64-68%). But, there were 46% of SM and BJ respondents who had additional income, not related to the cooperatives, for
approximately IDR 16-20 million. Whereas in PETA, there were no respondents who had that
amount of additional earnings. The average income of PETA respondents was higher because the
smallholders obtained higher price (a contract supplier) than the respondents SM and BJ.
However, some of the members in SM and BJ generated additional income by being a
middleman, which allowed them to gain a wider income than the other members of PETA. The
members of PETA made other earnings from livestock, car and motorcycle wash, and also
opening a coffee shop or food stall. See Appendix 10. for the details background of the
respondents.
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Chapter 5: Analysis of Findings and Discussion
5.1. Introduction
This study explores how the cooperatives with the same historical background, located in the exBratasena Plantation, developed with different level of performances. It also reveals that PETA
successfully implemented upgrading, supported by internal and external forces, in the value
chain which led them to perform better than SM and BJ cooperatives. Figure 23. illustrates the
relationship of upgrading activities with the determinant factors and its effect to cooperative
performance.

Crossing but not related
Related
Figure 23. Relationship Between Determinant Factors, Upgrading Activities, and
The Effect of Upgrading (Documentation of field data collection, 2016)
5.2. What Upgrading Activities Does PETA Do?
PETA did six upgrading actions to counter the five major constrains of smallholders. Which
means that upgrading provided a solution (Gereffi, 1999) to deal with the productivity of the
plantation (Budidarsono et al., 2012), farm efficiency, creating market, reducing agent (Bijman
et al., 2012), and capital access (Vermeulen and Goad, 2006) of smallholders by increasing
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competitiveness and shift the value to a more profitable area (Gereffi, 1999). Firstly, PETA
increased productivity (FFB yield and oil extraction rate) by securing fertiliser stock. Secondly,
PETA also applied plasma plantation design to yard plantation to improve productivity. Thirdly,
PETA did quality checking in the collection point to raise cost efficiency. Fourthly, PETA also
made the production cost more efficient by expanding the business departments (transportation
and replanting) to create new markets for PETA. Fifthly, by having a contract market with the
buyer, PETA also gained more capital access and cost efficiency. Finally, PETA avoided the
presence of the middleman in the value chain.
PETA provided fertiliser stock guaranteed to the members to increase productivity. PETA
proposed an attractive offer to the supplier by offering to pay the fertilisers up front. It is
essential to maintain a higher productivity, because the profitability of the plantation depend on
it (Budidarsono et al., 2012). The supplier, CV. Hidayah Tani, was content with the offer. So, the
supplier prioritised the fertiliser to PETA and even provided a delivery service from its
warehouse to the PETA office. Thus, PETA could fertilize the palm oil trees at the right time and
with the correct dose. Unlike PETA, the limited stock of fertilisers in SM and BJ has forced them
to reduce the dose of fertiliser or even postpone the fertilising that caused them decrease in the
quality of FFB.
PETA also implemented the design of plasma to yard plantation to improve the yield and
oil extraction rate of FFB. The purpose was to gain FFB from yard plantation with the quality
as high as plasma plantation by using 8x9m for the distance between palm oil trees and mostly
used Tenera. According to Kiemen & Beuchelt (2010), increasing the yield of production by
improving farming methods is the form of upgrading actions. So, PETA could deliver a higher
quality of FFB although they combined FFB from different sources (plasma and yard plantation).
On the other hand, SM and BJ expected to gain a higher amount of FFB by applying 5x6 m or
6x7 m (distance between palm oil trees) for the yard plantation, which caused them to have a
different quality of FFB (the oil extraction rate of plasma was higher than yard plantation). So,
by mixing the FFB from different sources, SM and BJ obtained a lower quality of FFB. But, if
they are unable to sell it, the profit lost could be even greater.
PETA did quality checking in the collection point. As state by Bolwig et al. (2010),
determining a higher standard of product is upgrading. This was done because PETA wanted to
reduce the rejection rate in the mill. Hence, PETA did not need to deliver the FFB that could be
rejected by the mill. Which led them to lower the delivery cost. While rejected FFB of PETA by
the mill was around 1%, SM and BJ was approximately 5%. SM and BJ did not apply quality
checking at the collection point. After harvesting, the FFB was sent to collection points, weighed
directly, and then delivered to the buyer.
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PETA also expanded the business departments (transportation and replanting) to reduce
production cost while creating a new market for PETA simultaneously. Adding the number
and function in the value chain is upgrading (Bolwig et al., 2010). PETA was supported by six
business departments, while SM and BJ had only four business units. PETA used their abilities
to expand the business area to the other sectors to widen their markets, which were the
Department of Transportation and Replanting. PETA bought trucks to transport the FFB from
collection points to the mill, instead of renting them. By doing so, PETA reduced the
transportation costs as it was more expensive to rent trucks, while the Department of
Transportation generated profit to PETA (creating new market) at the same time. Furthermore, it
shows that in 2016, the trees were already 25 years old, the yield and oil extraction rate declined,
and need to be replanted. So, PETA bought 420 ha of palm oil plantation to continue gaining
profit while preparing for replanting. The cooperatives also suggested that the members buy
replanting insurance (the insurance was not obligatory). The purpose was that the members
would still get an income during replanting times. However, SM and BJ depended on renting the
trucks to deliver their FFB from the collection points to the buyer which made them paid the
third party at a higher cost for transportation. Moreover, SM and BJ failed to execute their
planning for replanting and relied on replanting insurance.
PETA adopted contract market as a relationship strategy to its buyer. Contract market is
more suitable for palm oil industry because palm oil requires long term investment but
fluctuating price (the market condition is high uncertainty) (Penrose-Buckley, 2007). Moreover,
the cooperatives also involved in monopsony buyer, which made them also more fit in contract
market (Vermeulen and Goad, 2006). PETA was offered as a contract supplier by SBP and SSS
because their FFB met with the buyer’s standard (e.g., oil extraction rate minimum 23%,
rejection rate maximum 2.5%, and delivery time less than 24 hours). Although the researcher
found that after 2014, the oil extraction rate of PETA was less than 23% (approximately 22.12 –
22.62%). PETA still became a contract supplier. The buyer (SBP) tolerated the quality of FFB.
Since PETA was still considered better than the other suppliers. It indicated that PETA had more
bargaining power by having a contract and better quality of FFB. Which means that it is not only
PETA that needs the buyer, but also the buyer needs PETA, and is even willing to buy at a
higher price for FFB that met with their standards. However, these conditions not only happened
in PETA since the plantations were planted almost in the same year. The FFB production and oil
extraction rate of SM and BJ also decreased. But the difference is, it is easy to find other
suppliers that delivered FFB with the same quality as SM and BJ. Which led them to have low
bargaining power to the buyer (non-contract supplier).
PETA avoided the presence of middleman in the value chain. According to Mitchell and
Coles (2011) by removing intermediaries as an upgrading strategy, the smallholders occupied the
more rewarding positions and direct access to the market. In addition, Dijk and Trienekens
(2012) stated the presence of intermediaries between local and downstream actors seem to be
copious and extravagant. So, shortening the value chain may increase efficiency. Although,
PETA had no intermediary in the value chain was considered as upgrading, the presence of a
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middleman was needed in SM and BJ. PETA restricted themselves to only accept FFB from its
smallholder, which made them able to control the quality but limited the stock (FFB). On the
other hand, supervising the FFB quality from the middleman might be difficult for SM and BJ
since the cooperatives may not know exactly where the FFB came from. But, they have more
options for FFB sources (plasma, yard, and middleman). Some of the middlemen were actually
the members of SM and BJ themselves. From the cooperatives view, the intermediary paid IDR
1/kg of FFB for the FBB that they sold through the cooperatives. By the means, the cooperatives
generated profit (service fee) from them like the members. Furthermore, the middleman provided
a guaranteed payment or even advanced payment for the FFB. Some smallholders preferred to
choose the broker over cooperatives, even when the price from middleman was lower (until IDR
300/kg FFB) than cooperatives. However, the middleman only sold their FFB through the
cooperatives when the amount of FFB was not enough to be delivered to the mill or the FFB
price from cooperatives was higher than the mills.
5.3. What Are the Determining Factors Behind Upgrading Activities?
Figure 23. shows that PETA was supported by internal factors (democratic governance,
members’ participation, trust, and commitment) and external factors (capital and competitor)
which allowed them to perform the upgrading.
The Ex-Bratasena cooperatives adopted democratic governance to run the administration.
The cooperatives are commonly governed by democratic governance. So, the approval from a
majority of the members is necessary to enable upgrading. However, the majority is usually
against the changes that prevented innovation actions (Bijman et al., 2011). GA had the highest
decisions control, while BoD was responsible to implement the decisions (Fama and Jensen,
1983). Although the cooperatives had the same organisational structure which consisted of GA,
BoD, AB, SB, Department Managers, and Members. PETA did upgrading by applying plasma
plantation design to yard plantation, implementing quality checking in the collection point, and
using contract market, while SM and BJ did not do any upgrading. This is because the members
of PETA through GA (democratic governance), chose to set a higher standard for their FFB.
Thus, they could sell their FFB with a higher price to the buyer as a contract supplier. Whereas,
the members of SM and BJ expected to sell a higher amount of FFB but lower quality as noncontract supplier. This indicated that democratic governance could be a determining or
constrains factor to the upgrading. It also found that the external force from third parties (buyer
and government agency) couldn’t force the cooperatives to do upgrading, because the members
through a democratic governance rejected it. For example, the buyers suggested that the
cooperatives increase their yield and oil extraction rate of FFB by increasing the dose of
fertiliser. In that case, PETA argued that the dose of fertiliser was already at the maximum. If
they raise the dose, it would harm the trees. While SM and BJ reasoned that the stock of
fertilisers was limited. If the buyer insisted, the smallholders preferred to find other buyers.
Furthermore,
the
Minister
of
Indonesian
Agriculture
Regulation
Number
11/Permentan/OT.140/3/2015 about ISPO Certification System that plasma plantation stated that
formerly a part of Indonesian Government or Company estate may voluntary apply ISPO
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certification (Indonesian Sustainable Palm Oil System). However, through democratic
governance, the members of cooperatives agreed not to implement the ISPO in their plantation. It
because ISPO is not obligatory for the cooperatives and the buyer would pay the same price for
palm oil with or without ISPO.
Members participation was required to execute the cooperatives decisions (upgrading
actions) that were decided by the members through a democratic governance. Democratic
governance was expected to increase members’ participation. As, the members were willing to
work together to implement the decisions (Bijman et al., 2011). Although, the members of
cooperatives almost had the same background e.g., the members were all male (100%), became a
member around 16 - 20 years (100%), mostly in the age of 41 - 50 years old (52 - 58%), the
education level was mainly less than Senior High School (64 - 88%), received the same farming
method and technique from SBP, and obtained the same training from Cooperative and SME
Agency. PETA did upgrading while SM and BJ did not. It seems that their background did not
influence the upgrading, but the willingness of the members to participate in the upgrading
actions did. By giving one member one vote to the members through democratic governance, the
members participation in the cooperatives was expected to increase since the members
participation was required to execute the cooperatives’ decisions. PETA through democratic
governance decided to apply a higher quality standard of FFB by using the design of plasma to
yard plantation. So, they obtained the same quality of FFB from plasma and yard plantation.
Then, the members implemented the decisions. While SM and BJ, through a democratic
governance agreed to plant more palm oil trees in the yard plantation with the expectation to sell
a higher amount of FFB. Moreover, there were 27 inactive members (did not want to participate
in the cooperative’s meeting) in SM and from 2013 the regular meeting in SM and BJ was not be
held anymore. Furthermore, since the yard plantation was the responsibility of the members (not
the cooperatives), the members of PETA may refuse to follow the decision (applying the design
of plasma to yard plantation). However, once the decisions have been made in PETA, the
members, agreed or disagreed, would willingly follow it.
The cooperatives required capital as an external force to perform upgrading by investing
the capital in certain areas. By having a contract with the buyer, the cooperatives had access to
more capital resources for investment and could increase the bargaining power to negotiate the
term and conditions e.g., price (Vermeulen and Goad, 2006), enhance firm's competitiveness
(Kaplinsky and Morris, 2001), and lower the risk (Bolwig et. al., 2010). The cooperatives could
access different capital resources such as cooperatives’ profit, membership dues, the loan from
PNPM (maximum limit IDR 3 billion), and the grant from the government agency or buyer
(CSR). However, only the cooperatives which had the contract with the buyers were allowed to
access capital from the bank, like PETA. The capital limit from the bank was bigger than the
other capital resources combined. In 2016, PETA had IDR 40 billion credit from the Bank. So,
when the members of PETA decided to expand their market, they had enough money to buy
trucks (Department of Transportation) and 420 ha of palm plantation (Department of
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Replanting). On the other hand, SM and BJ also had a plan to buy the new plantation, but they
had no capital resources that supported them.
Upgrading was possible when the members had trust and commitment to the cooperatives
while the cooperatives performed better than middleman. The cooperatives could induce
upgrading if they provided better services to the smallholders than the competitors. So, the
members had more trust and commitment to the cooperatives (Soboh et al., 2009). The
cooperatives suffered from payment delay in 2007 and 2013. PETA recovered from it quickly,
since the buyer prioritised the contract suppliers, while SM and BJ struggled to regain from the
payment delay in 2013. This incident made the members of SM and BJ lose their trust in the
cooperatives. Then, some of them (the members of SM and BJ) preferred to sell their FFB to the
middleman, and some members even became the middleman. The middleman acted as
competitors and provided better services to the smallholders. On the other hand, the members of
PETA trusted the cooperative that made the members prefer to transact through cooperatives
(e.g., selling FFB and buying farming equipment). The members of PETA also committed not to
start businesses that PETA already had. Moreover, by having a contract with the buyer, PETA
successfully delivered better services to the members than middleman. Thus, removing the
middleman was possible when the members trusted the cooperative more than the competitor
(middleman), the members had a commitment not to start the business that the cooperatives
already have (e.g., selling FFB and fertiliser), and the cooperatives provided better services to the
members than middleman. While trust and commitment were acted as internal factors of
upgrading to avoid middleman from the inside organisation, the presence of competitors that
performed less than the cooperative was the external factor that induced upgrading.
5.4. What Is the Effect of Upgrading on Cooperative Performance?
The cooperative’s performance was compared based on the average of FFB oil extraction rate,
the average of FFB price/kg received by the smallholders, patronage refund, and members’
satisfaction. Overall, the indicators showed that PETA had a higher number of results than SM
and BJ, which means that the performances of PETA were better than other cooperatives.
The average oil extraction rate of PETA’s FFB (23%) was higher than SM and BJ (21%).
A study by Hardjono et al. (2003) shows that poor management practices of palm oil
smallholder, such as delay on fertilizing, influenced the productivity. Consequently, PETA did
upgrading (i.e., securing fertiliser stock, applying plasma design to yard plantation, and quality
checking in the collection points) to increase the quality of FFB (oil extraction rate). Since only
the buyer had the facility to check the oil extraction rate of FFB, the oil extraction rate was
randomly measured by the buyer in the mill. PETA controlled the quality (oil extraction rate) by
limiting the supply only from its smallholders and checking FFB physically in the collection
points (e.g., the colour of FFB was dark-orange) while SM and BJ combined the FFB from
different sources with different qualities.

47

The FFB price received by smallholders of PETA was higher than SM and BJ. This is
because PETA had a contract with the buyer that allowed them to have a higher price of FFB and
avoided the middleman in the value chain. Sexton and Iskow (1993) stated that the product
(FFB) price that was sold through cooperatives showed the performance of cooperatives.
However, the price of FFB was determined by the buyers, referring to Estate Agency of Riau and
the Big Four palm oil company in Indonesia prices. Thus, even when the price of FFB fluctuated,
the cooperatives would have slightly different prices between contract and non-contract
suppliers. Furthermore, the buyers always bought the FFB of SM and BJ that indicated the
demand was stable. Hence, the researcher argued that from the members’ benefit perspective,
applying the contract or spot market may have the same effect. The smallholders of PETA
received a higher price of FFB because they have a higher quality of FFB (oil extraction rate),
but the supply of FFB was limited (only from the members). On the other hand, the smallholders
of SM and BJ obtained slightly a lower price than PETA since the quality of their FFB (oil
extraction rate) was lower, but they have more access to FFB suppliers (e.g., middleman). If the
smallholders could sell a higher amount of FFB, from the cooperative point of view, SM and BJ
could earn additional profits (selling fee) from FFB which were sold through cooperatives. Then,
the fee became patronage refund that was distributed proportionally to the members. However,
only the cooperatives that possessed a contract had more access to the capital (e.g., Bank).
The patronage refund of PETA was higher than SM and BJ. The patronage refund reflected
the performance of cooperatives (Sexton and Iskow, 1993). PETA had six business departments
(Department of FFB, Consumer Goods, Farming Equipment, Savings and Loan, Transportation,
and Replanting) while SM and BJ was supported by 4 business departments (Department of
FFB, Consumer Goods, Farming Equipment, and Savings and Loan). The Department of
Transportation and Replanting departments generated additional income for PETA. However, the
researcher assumes that SM and BJ may increase their patronage refund by selling a higher
amount of FFB. Since the SM and BJ had more access to FFB sources (e.g., middleman) while
the buyer always bought their FFB (although the price is lower).
The members of PETA were more satisfied than SM and BJ. Based on the Likert Scale
questionnaire results, the members of PETA had a higher score in members’ benefits (Q1-5),
members’ participations (Q6-9), and members’ preferences (Q10-15) compared to SM and BJ.
The Likert scale was developed to measure attitudes in quantitative research (Kumar, 2011). The
score was higher because PETA did upgrading by expanding the business to department of
transportation and replanting, which brought more benefits to the members. Also, the members
were more eager to participate in the cooperative decisions. So, the middleman can be avoided.
Moreover, the members of PETA preferred to sell their FFB through PETA since they had a
contract with the buyer.
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Chapter 6: Conclusion
This research aims to contribute to a better understanding of how PETA as a cooperative has
achieved upgrading, by comparing PETA as an upgrading cooperative with SM and BJ as nonupgrading cooperatives. Furthermore, this research also intends to get a clear perspective of the
claims and facts in the field about the upgrading as a strategy to improve cooperative
performance. The study shows that despite the cooperatives having the same historical
background, the performances of cooperatives are at the different level.
The finding confirmed the first hypothesis formulated in this research, that the
cooperatives that did upgrading to counter the major constraints of smallholders can
improve cooperative’s profitability and members’ satisfactions by increasing
competitiveness and switching their value to the more profitable area. In practice, the
cooperative that did upgrading has better performances in all indicators compared to with nonupgrading cooperatives. Firstly, by securing fertiliser stock, PETA increased productivity (FFB
yield and oil extraction rate). Secondly, PETA also improved productivity by applying plasma
plantation design to yard plantation. Thirdly, PETA reduced production cost by doing quality
checking in the collection points. Fourthly, PETA also made the production cost more efficient
by expanding into new business departments (Transportation and Replanting) to create new
markets for PETA. Fifthly, PETA also gained more capital access and cost efficiency by having
a contract market with the buyer, finally, PETA avoided the presence of the middleman in the
value chain.
The second hypothesis that the contract market only performs better than spot market for
cooperatives in terms of accessing to more capital resources when the market condition is
highly uncertain (fluctuated price and demand) and a monopsony buyer is also confirmed.
Although the contract market is considered as an upgrading, the researcher argued that the spot
market could be the advantages for non-upgrading cooperatives. This is because applying the
contract or spot market may have the same effect from the members’ benefit point of view.
While PETA had an advantage in the price of FFB (as a contract supplier), SM and BJ had an
advantage in the volume of FFB. PETA only accepted FFB from its member (limited stock), but
the smallholders received a higher price of FFB since they have a higher quality of FFB (oil
extraction rate), but the supply of FFB was limited (only from the members). On the other hand,
the price was determined by the buyer, referring to Estate Agency of Riau and Big Four palm oil
company in Indonesia, price and the demand was stable (the buyer always bought the FFB from
the cooperatives). So, the smallholders of SM and BJ obtained a slightly lower price than PETA
because the quality of their FFB (oil extraction rate) was lower, but they have a chance to get
more access to FFB suppliers (e.g., middleman). From the cooperatives perspective, SM and BJ
could earn additional profits (selling fee) from FFB, which were sold through cooperatives, if the
smallholders could sell a higher amount of FFB. Then, the fee became patronage refund that was
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distributed proportionally to the members. However, only the cooperatives that possessed a
contract had more access to capital from the Bank.
The third and sixth hypothesis were proved. The upgrading is possible when the internal
conditions are fulfilled, which are the members want to participate, trust, and commit to
the cooperatives’ decisions (the third hypothesis). The upgrading is present when the
cooperatives provided better services than the competitors (the sixth hypothesis). Although,
the background of the members was similar i.e., the members were all male (100%), became a
member around 16 - 20 years (100%), mostly in the age of 41 - 50 years old (52 - 58%), the
education level was mainly less than Senior High School (64 - 88%), they received the same
farming method and technique from SBP, and obtained the same training from Cooperative and
SME Agency. PETA did upgrading while SM and BJ did not. It shows that the background of
smallholders did not lead them to do upgrading, but the willingness of the members to participate
in the upgrading actions did. As the members participation was needed to implement the
cooperatives decisions that might lead to upgrading actions. For example, the implementation of
plasma design to yard plantation in PETA. The members of PETA may refuse it because the yard
plantation was the responsibility of the members (not the cooperatives). Furthermore, the
presence of the middleman could be avoided when the cooperatives delivered better services,
than the middleman, to the members. Therefore, the members would have trust in the
cooperative more than the competitor (middleman) and have a commitment not to start the
business that the cooperatives already have (e.g., selling FFB and fertiliser).
The fourth hypothesis was validated, that democratic governance in vertically integrated
cooperatives plays a role as the enabling and constraining factor of upgrading activities,
depending on the willingness of majority members. As vertically integrated cooperatives, the
ex-Bratasena cooperatives relied on a democratic governance to take the decisions based on the
majority of the members. So, the democratic governance could play a role as a determinant or
constrain factor of upgrading in the cooperatives. Evidence was found that the members of
PETA set a higher standard for their FFB through GA (democratic governance). While, the
members of SM and BJ expected to sell a higher amount of FFB but a lower quality. This
demonstrated that democratic governance could induce or constrain upgrading. It also found that
democratic governance could prevent the external force from third parties (buyer and
government agency) that may encourage cooperatives to do upgrading, as the members through
democratic governance rejected it. For example, the cooperatives refuse the buyer’s suggestion
to increase the yield and oil extraction rate of FFB by increasing the dose of fertiliser. This is
because the members of PETA argued that the dose of fertilisers was already optimum. It would
harm the trees, if they insisted to increase the dose. While SM and BJ argued that the stock of
fertilisers was limited. Moreover, the smallholders preferred to find other buyers, if they insisted.
Additionally, the cooperatives decide not to take ISPO because ISPO is voluntary for them and
there is no price difference for palm oil with or without having the ISPO from the buyer.
Although,
the
Minister
of
Indonesian
Agriculture
Regulation
Number
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11/Permentan/OT.140/3/2015 about ISPO Certification System regulated that the cooperatives
may voluntary apply the ISPO certification.
The fifth hypothesis was confirmed, that the cooperatives require capital from external
institutions for investment to perform upgrading. The cooperatives may access different
capital resources (e.g., cooperatives’ profit, membership dues, PNPM loan, CSR program, and
grant from the government agency). However, only the cooperatives that have a contract (i.e.,
PETA) could access capital from the bank. The bank could provide a higher capital than other
capital resources combined for cooperatives. The capital, especially from the bank, was needed
as an external force to perform upgrading by investing the capital in certain areas. By using
capital from the Bank, PETA had enough money to create the Department of Transportation
(bought trucks) and Department of Replanting (420 ha of palm plantation). Whereas, SM and BJ
also had a plan to buy a new plantation, but they had no capital resources that supported them.
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Chapter 7: Limitation and Recommendation
7.1. Limitation
The researcher acknowledges that the sample may not be entirely representative, since the study
was only conducted for a month in the field. Furthermore, the study focusses on comparing only
one upgrading cooperative (PETA) and two non-upgrading cooperatives (SM and BJ). This
study was conducted qualitatively by determining selected ex-Bratasena cooperatives as case
studies to investigate in-depth information about phenomenon in specific groups. Therefore, this
research does not claim the generalisation and universality of a larger population. Although, the
researcher’s subjectivities and biases cannot be avoided, the data findings from interviews were
supported by quantitative data, and data source triangulations have been taken to enrich and
strengthen the findings.
The researcher experienced dilemmas during this research. This is because there were
cooperatives that were facing financial problems that may affect their reputation in the market.
Therefore, I affirm my position as a researcher as purely investigating the upgrading of activities
in the cooperatives as the success factors of cooperatives.
7.2. Recommendation
It leads the researcher to the last point that it is important for smallholders to do upgrading in
their major constraints to improve their performances. Furthermore, during the study Mr. Arif
revealed that although the independent smallholders such as ex-Bratasena cooperatives may
voluntary apply for ISPO, but there was a discourse that the independent smallholders would
obligatory need to have an ISPO certification before 2020. This is due to the strong demand from
the European market to only accept certified oil palm by 2020. This evidence guides the
researcher to give recommendations for further research, such as did the smallholders of exBratasena cooperatives comply with ISPO certification criteria? If so, what are the evidences that
the smallholders of the ex-Bratasena cooperatives comply with ISPO certification criteria? If not,
what can the smallholders of ex-Bratasena cooperatives do to comply with the ISPO certification
criteria? And What will be the effect of the ISPO to ex-Bratasena cooperatives?
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Appendix:
Appendix 1. Gannt Chart
Work Descriptions
Research proposal
Preparation to the field
Research in the field
Data analysis
Final report
*July – Desember 2016
*January-March 2017

Jul.

Aug.

Sept.

Oct.

Nov.

Dec.

Jan.

Feb.

Marc.
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Appendix 2. Research Methods
Sub-research
Questions
1.What
upgrading
activities does
PETA do? In
comparison
with
other
cooperatives.

2.What
are
determining
factors behind
upgrading
activities?
In
comparison
with
other
cooperatives.

3.What is the
effect
of
upgrading
on
cooperative
performance?

Data Required
 Farming technology and method
(BMPs, harvesting)
 Product diversification (FFB)
 Position in the value chain (Sellerretailer-buyer)
 Business
commodities
(FFB,
fertiliser, consumer goods, savings
and loan, etc.)
 Sales methods (contract or spot)
 Coordination mechanism (supply
chain relationship)
 Capital for investment
 Human
resource
(Willingness,
internal knowledge and experience)
 Downstream
partner
(market
demand, and competition)
 Third parties (new knowledge from
government agencies or NGOs)
 Certification (ISPO, RSPO)
 Governance structure
 Business environment
 Social and cultural aspect
 Historical background
 Organisation structure
 Annual report (sales, production, and
production cost, profit)
 Total area plantation
 FFB quality
 Cooperative FFB price/unit
 Member FFB price/unit
 Patronage refund/Unit
 Market share
 Growth of equity
 Members satisfaction
 Other services (fixed income, price
guarantee)

Methods
Cooperatives
mapping

transformation

Primary: Interview with the
members of cooperatives and
related parties (buyer, supplier,
and regulator)
Secondary:
 Cooperatives annual report
Value chain mapping
Primary: Interview with the
members of cooperatives and
related parties (buyer, supplier,
and regulator) and observation.
Secondary:
 Corporate documents
 Cooperative and SME Agency

A comparative case study
Primary: Interview with the
members of cooperatives and
related parties (buyer, supplier,
and regulator) and observation.
Secondary:
 Cooperatives annual report
 Government
publication
(Indonesian
Ministry
of
Agriculture and
Statistics
Indonesia)
 Academic journal
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Appendix 3. General Questions Guide
Semi structured interview, based on chain with smallholders, cooperatives’ management, buyers,
and regulators. Questionnaires guideline divided in general, upgrading activities, determinant
factors of upgrading, and the effect of upgrading to cooperatives’ performances.
Smallholders
- Smallholders’ name and her/his cooperatives
-

- Did you divide the
farming activities to
specific
team?
(Growing,
harvesting,
spraying, transporting,
etc), what activity (es)
which team? why?
- Did the cooperative play
role in the farming
activities?
- Describe the farming
activities (how to grow
and harvest oil palm,
- Why smallholders join
with a cooperative?
- What activities do the
cooperative for them or
what do they do through
the cooperative?
 Regarding oil palm
 Other
- How
does
the
cooperative assist in
maintaining
volume,
quantity and price of
FFB?

-

-

-

-

-

-

Cooperatives
Buyers
General
Cooperatives’ name
- Buyers’ name
Location of place
- When the buyers
Name
and
his/her
start to buy FFB
position of interviewed
person
The
number
of
members
The number of hectares
Volume of FFB/year?
Upgrading Activities
Farming
technology - How and when this
and method (specific
cooperative
rules – e.g., BMP, how
became
your
to choose seed, grow,
supplier
(FFB)?
maintenance e, and
(requirements,
harvest, why)
selection process,
Product improvement
etc)
FFB
(how,
why: - Why do you want
volume? quality?)
to buy FFB from
Position in the value
particular
chain
(seller-retailercooperatives?
buyer)
(FFB
quality
How to transport the
checking,
FFB
FFB from the field to
rejection process,
the mill (related to time
etc)
to
transport,
FFB - What is the effect
quality checking before
of
innovation
or after transport, the
activities
percentage of rejected
(upgrading) by a
FFB by buyer)
cooperative to you
Others
business
as
buyers?
services
(fertiliser,
(coordination
consumer
goods,
mechanism)
savings and loan, etc)
Sales methods (spot or
contract)
Coordination
mechanism
(supply

Third parties
- Name
of
agency
(regulator,
NGO, etc)

What is your
current role in
relation to oil
palm
production
and marketing
in the area?
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- When innovation occurs,
why smallholders still
want to follow the rules
of cooperatives?
- What
role
do
smallholders
and
managers
play
in
decision making? Who
decide on what? How is
influence
of
smallholders organized?
- How
did
the
smallholders
acquire
knowledge and skills
(farming,
reading,
writing,
accountancy,
etc)?
(from
fellow
smallholders or other
agencies, why do they
need those, etc)
- Did smallholders receive
certification,
training,
etc to do farming
activities?
- How many years ago the
smallholders became oil
palm
farmers?
(Experiences, how the
experiences affect their
work, do they still need
support
from
other
agency?)

-

-

-

-

-

-

-

chain relationship, the
effect of innovation
activities
from
smallholders or buyers
to
cooperatives,
changing partner in
value
chainsuppliers/buyers)
Determinant Factors
Historical background - How
do
you
(development
of
determine the price
cooperative
structure
of
FFB
from
and services over time:
different
changes in leaders, than
cooperatives?
focus on succeed or
(FFB quality)
failed
experience - Did you share your
related to do upgrading)
knowledge/experie
Capital for investment
nces/etc to the
(is the capital available
cooperatives? (type
to implement e.g.,
of
BMP, buy certified
knowledge/experie
seed, expand business
nces/ etc, how
e.g., savings & loan,
those
influence
etc, capital sources, etc)
cooperatives to do
Do you have/get new
upgradingtechnology/equipment/e
cooperatives’
tc related to your
response of new
business activity?
knowledge etc)
Human
resource - Do
you
have
(willingness,
internal
requirements that
knowledge,
affect cooperatives
experiences, and skills)
to changing their
Market
demand
daily activities in
(buyers’ requirement,
order to comply
competitions, etc)
with
your
Third parties (support
requirements?
from government or - What
are
the
NGO related to new
requirements? e.g.,
knowledge, skills and
minimum
experiences)
production, FFA
Certification
(ISPO,
content, etc)
RSPO)
- What
are
the
Governance structure
effects
if
the
(democratic,
cooperatives
hierarchical, decision
comply or do not
maker-manager)
with
those

- Did
you
facilitate
development
and power
performance
of
the
cooperative?
If so how?
- Did
you
share your
knowledge/e
xperiences/e
tc to the
cooperatives
? (type of
knowledge/e
xperiences/
etc.
- Do
you
think
the
cooperative/
smallholders
accept your
knowledge/e
xperience/et
c?
- How those
influence
assisted
cooperatives
to
do
upgrading
- Do
the
cooperatives
require
certification
(ISPO/RSP
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- Why the smallholders
want to join with this
cooperative instead of
other cooperatives?
- What are benefits of
being member of this
cooperative?
Oil palm related:
 Higher yield
 Better price
 Assured market
 Access to inputs
 Cheaper inputs
 Higher income
 More stable income
 Other:
 credit for consumer
goods
 cheap food in shops
of cooperative
 more
decisionmaking power
 better health by care
facilities
 better education by
education facilities
 etc
- What is the effect of
innovation
activities
(upgrading) by this
cooperative
to
its
smallholders?
(coordination
mechanism)

- Business environment
(supply, demand, and
price)
- Social and cultural
aspects(closed or open
relationship-trust with
others)
- Organisational structure
(vertically integrated or
firm cooperative)
Upgrading Effect
- Sales
- Production (FFB) (how
much, fluctuation in the production,
why)
development over time
- Production cost (cost
structure – related to
efficiency)
- Total area of plantation
- FFB quality (oil and
FFA
content)
development over time
(relation with coop
activities)?
- Cooperative
FFB
price/unit (how much,
what
are
the
determining factors of
price,
why)
development over time
(relation with coop
activities)
- Members
FFB
price/unit (how much,
what
are
the
determining factors of
price,
why)
development over time
(relation with coop
activities)
- Other services (fixed
income for members,
buy guarantee, credit
etc)
-

requirements?

O)?
- What are the
effects if the
cooperatives
have or have
no
certification
?

Cooperatives
market share
What do you think
about
the
performances
of
cooperatives? (the
volume
of
production/sales,
FFB quality-palm
oil & FFA content,
etc).Which
cooperatives have
less performance
than PET.
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- Cooperative
annual
turnover and profit?
What do they do with
profit
of
the
cooperative? Which %
goes
directly
to
members and how and
which % is invested in
common facilities and
services and what are
these?
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Appendix 4. The Field Activities Schedule
No.
Date
Respondent
1 26 September 2016 -2 27-28
September - Integrated
2016
Licensing
Service Agency
Riau Province
3 29 September 2016 - Mr. Arif
- Mr. Karlan
- Miss Rindu

4

30 September 2016

5
6

1-2 October
03 October 2016

7

04 October 2016

8

03-07 October 2016

9
10

08-09 October 2016
10 October 2016

Activities
- Arrive in Pekanbaru City by plane.
- The researcher asked for license to do research in
Indonesia, especially in Pelalawan District.

- The researcher departed from Pekanbaru to
Meranti Village.
- The researcher was picked up by Miss Rindu from
Kerinci Market to Meranti Village by motor cycle.
- Miss Rindu brought researcher to Mr. Karlan (The
Head of Meranti Village). Researcher introduce
and explain the intention to come to Meranti
Village.
- Miss Rindu introduced researcher to Mr. Arif.
- The researcher lives in Mr. Arif’s house during
this study.
- The Researcher conducted an interview with Mr.
Arif as a representative of PETA’s management.
- Mr. Arif
- The Researcher was introduced by Mr. Arif to Mr.
- Mr. Joko
Joko (Plant Manager of SBP).
- The Researcher conducted an interview with Mr.
Joko at PETA’s office.
-- Holyday
- Mr. Arif
- Mr. Arif introduced researcher to Mr. Eben
- Mr. Eben
(Former Plant Manager SSS).
- The Rsearcher conducted an interview with Mr.
Eben at PETA’s office.
- Mr. Arif
- Mr. Arif invited Mr. Samsul (The member of
- Mr. Samsul
PETA).
- The Researcher conducted an interview with Mr.
Samsul.
- PETA’s members - Mr. Arif informed to the members about the
- Mr. Hidayat
questionnaire.
- Mrs. Solehah.
- Researcher asked the members of PETA to fill
Members’ Satisfaction Questionnaire.
- Researcher looked for members by stay at PETA
office in working hour and coffee shop after
working hour.
- 50 members fill the questionnaire.
- Researcher was helped by Mr. Hidayat and Mrs.
Solehah to gather secondary data.
-- Holyday
- Mr. Wagiyanto
- Mr. Arif informed researcher to meet with Mr.
- Mr. Suryadi
Wagiyanto (Secretary of SM).
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11

10-14 October 2016

- SM’s Members
- Mrs. Esti

12

17 October 2016

- Mr. Sugiono
- Mr. Mistarom

13

17-21 October 2016

- BJ’s Members
- Mrs. Ayu

14
15

22-23 October 2016
22 October 2016

-- Mrs. Dewi

16
17

23 October 2016
24 October 2016

-- Mr. Arif
- PETA’s Member

- The researcher went to Mr. Wagiyanto’s house.
- The researcher interviewed with Mr. Wagiyanto.
- The researcher asked Mr. Wagiyanto to point a
member from SM to be interviewed.
- The Researcher conducted an interview with Mr.
Suryadi (Farmer and Member of SM)
- Mr. Wagiyanto informed researcher where to find
the members of SM.
- The researcher asked the members of SM to fill
Members’ Satisfaction Questionnaire.
- The researcher looked for members by visiting
SM’s plantation, coffee shop, and Mr.
Wagiyanto’s house.
- 50 members fill the survey.
- The researcher was helped by Mrs. Esti (Staff of
SM) to gather secondary data.
- Mr. Arif informed researcher to meet with Mr.
Sugiono (Chairman of BJ).
- The researcher went to Mr. Sugiono’s house.
- The researcher conducted an interview with Mr.
Sugiono.
- The researcher asked Mr. Sugiono to point a
member from BJ to be interviewed.
- The researcher conducted an interview with Mr.
Mistarom (Farmer and Member of BJ)
- Mr. Sugiono informed researcher where to find
the members of BJ.
- The researcher asked the members of BJ to fill
Members’ Satisfaction Questionnaire.
- The researcher looked for members by visiting
BJ’s plantation, coffee shop, and Mr. Sugiono’s
house.
- 50 members fill the questionnaire.
- The researcher was helped by Mrs. Ayu (Staff of
BJ) to gather secondary data.
- Holyday
- Mr. Arif invited Mrs. Dewi (Section Head of
Business Development) to PETA’s office.
- The researcher conducted an interview with Mrs.
Dewi.
- Holyday
- The researcher said thanks and goodbye to Mr.
Arif and PETA’s members at PETA’s office.
- The researcher met with Miss Rindu at Kerinci
Market.
- The researcher finished the field research.
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Appendix 5. Transcript Interview
Interview 1
Interviewer
: Mr. Bachrum (B)
Respondent
: Mr. Arif (A)
Position
: Treasurer
Cooperative
: Panca Ekatama (PETA)
Date
: 29 September 2016
Location
: Mr. Arif’s House
B : Good evening Mr. Arif. My name is Bachrum Lubis. As a part of study in Food Innovation
and Management at Wageningen University, Netherlands. I need to make a research about
upgrading in palm oil palm value chain. It’s about the innovation actions or some activities
that cooperatives can do better than their competitor. Mrs. Rindu introduced me to you. She
said that you’re the right person to be asked and you already have experiences in helping
research as a respondent from PETA. Would you mind if I ask you some questions?
A : Yes, sure.
B : What is your name again?
A : My name is Mochammad Arif.
B : In which cooperative you’re joining with?
A : Palm Oil Cooperative Panca Ekatama or can be shortened PETA.
B : What is your job position in PETA?
A : I used to be a member of PETA, but since 2009, I was appointed to be a Treasurer until
now. Only the members can be appointed to become management.
B : What is the location of PETA?
A : The location is in Meranti Village
B : How many members of PETA?
A : 400 farmer groups, oh I mean 400 members or 20 farmer groups. So, one farmer group has
20 members.
B : How much plantation owned by PETA?
A : Overall 800 ha of independence plantation and 200 ha of yard plantation. So, in total 1.000
ha. A member owned 2 ha of independence plantation and 0.5 ha of yard plantation.
B : How much the average sales per month of PETA?
A : Around IDR 1.5 – 2.0 billion/month.
B : How many tons of FFB if you convert the IDR value to ton of FFB?
A : Around 1.2 ton – 1.7 ton of FFB.
B : Did PETA applied specific procedure to the farming activities?
A : We didn’t do that. Maybe if the cooperatives have a good foster father, they will do that.
Today, PETA has no foster father, so we do it alone. I mean from the knowledge that we
already know.
B : What do you mean by foster father?
A : Our plantation used to be managed by SBP. We called the company like SBP as foster
father.
B : Oh, I see. I would like to ask you to be more specific. How did you choose the seed for
your plantation at that time?
A : We started to grow palm oil tree from around 1993. The seeds were provided by SBP. They
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A :

B :
A :
B :
A :

B :
A :

also plant them in our land. Because we are a part of transmigration project, so what we did
is just to grow them. After SBP plant the seeds, then after 3 years, the plantation was
divided by lottery. So, basically, at the first 3 years, we didn’t know where our land was.
So, it is different from independence transmigration. In the independence transmigration
the land has no plant. And they’re free to choose what they want to plan with. Such as
rubber, coffee, palm oil or others. However, for the yard plantation, it is free for us to
choose. In PETA, we choose to plant palm oil, Dura and Tenera, but mostly Tenera. For
the plasma plantation, we used Tenera, provided by SBP. We got all the seeds from SBP.
What is the different between palm oil in plasma and yard? Instead of the seed.
For the plasma the design of the plantation was fix from SBP, for the yard, we designed by
ourselves, but we agreed to copy the design of plasma. For example, the distance between
trees was 8 x 9 m, where to collect the FFB, and others.
Ok, that was about how to choose the seeds. Then, How PETA grow and maintenance the
plantation? Such as your fertilization, monitoring, etc
Generally, we used urea Pusri, SP 36 Petrokimia Gresik, and KCL Belarusia. So, NPK.
Nitrogen, Phosphate, and Kalium, NPK. If it is needed, we also use dolomite.
How did you use the fertilisers? Did you combine it or use it in a certain order?
First, we use Urea, then after 10 days, SP 36, then KCL. So, we gave 10 days between one
type of fertiliser to other fertiliser. But, we need to see the weather, if there is a smooth
rain, then it is the best time to give the fertiliser. Otherwise, it will harm the tree. The leave
become yellow. We obtained the fertilization method from SBP, we tried to combine it but
it gave bad results, the leaves became yellow and there were dark spots. Because our
plantation mostly in the hillside. When the heavy rain come, the fertiliser will be floated to
the down side of the hill. It also happened when we harvest the FFB from the tree, the FFB
sometimes slipped down. When I visited the plantation of Asian Agri or Sinar Mas, I saw
the plantation was well managed. There was a supervisor from the company to their plasma
plantation, helped them to checked the quality in the field regularly. We haven’t done it
yet, but PETA tried to help its farmers when the problem already occurred. For example,
when there was a plantation disease, PETA send an expert to check it. How to cure it.
Because we don’t have a partner, like we used to be. But, we always tried to encourage our
members to do better. For the harvesting, we see to the grown if there are 5 until 15 FFBs
on the ground, below the FFB that still in the tree, the FFB is mature perfectly, the colour
red-dark-orange. Then, it is time to harvest them.
When you visited the other plantation, the excursion, what did you do the new knowledge
or experiences to other members?
I shared the knowledge to other members of course. In 2015, I went to palm oil plantation
in Malaysia. Back then, they studied palm oil to Indonesia, but now we go there to study.
Their government involved directly to the palm oil farmers. Sometimes, I envy to them.
After we separated with SBP in 2007, we need to struggle alone to run the cooperative.
Well, the new knowledge that I gain, I share to the farmers. But, the decision is in the hand
of the members, so we need to agree on the changing. Because the members think that we
already in a good condition, we can say that we are better than the other cooperatives, but
not the best, because there is Harja or Cooperative Harapan Jaya. So, after 2007 it is
difficult to encourage them to change, to do something better. The organisation just tried to
run their decision. But, I’m grateful that our fate unlike Beringin and Sialang. We still have
a good business. Their members have no commitment to the cooperative anymore. In the
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company, if the manager says A then the members will do A. But, it is different in the
cooperatives, when the manager says A, not necessarily the members will do A. In the
company, the manager can fire their employee, on the other hand, in cooperatives,
members can fire the manager. I have an experience to visit a plantation area without
cooperative. Their condition was pity. It was difficult to get fertiliser, no funding from
bank, because no cooperative in there. That’s why we called a cooperative as “Soko Guru”.
The price of the plantation is also different. You can buy the plantation without a
cooperative in it for around IDR 50 million, but here in PETA you pay around IDR 200250 million per lot or 2 ha.
What happened to Beringin and Sialang? What about the other cooperatives ex-Bratasena?
The Beringin and Sialang have no trust from the members anymore, because their buyer
couldn’t pay them. As the results, their members lack in trust with their cooperatives, so
they prefer to sell their FFB to the middleman. It is difficult to teach the members what the
cooperative means to its members. So, it is important to have trust among members. Also,
the members of the cooperatives need to have commitment, not to start business that their
cooperatives already have. What happened in those cooperatives, the members themselves
also tried to sell FFB, became the middleman, selling fertiliser, start transportation business
for FFB. So, some members became rich while the others became poor. They can sell their
fertiliser below cooperative price or higher price when the cooperative has no fertiliser
stock. Suppose that the cooperative usually takes profit for IDR 15000 per bag, when there
is no fertiliser, they can take IDR 50000 per bag. Also, for FFB, the middleman offers the
price below cooperative, for example the price in a cooperative IDR 1500, the middleman
can pay 1200. The middleman will sell the FFB to the company or they can sell them to the
cooperative. Those actions aggravate the conditions of their cooperatives. For Harja, the
cooperative is well-managed. I said that Harja is the best one, the location is mostly flat,
closer to the main road, and the price of the plantation is considerably high, around IDR
300 million per 2 ha. The last one is Surya Indah, the cooperative is also in a good
condition, due to area expansion from 1 village to two villages in 2009. The cooperative
split from one cooperative to two cooperatives, namely Surya Indah and Sidomukti. So,
there are 5 areas, we called SP 1 – 5. SP 1 is Surya Indah, SP 2 is Sialang Makmur, SP 3 is
Beringin Jaya, SP 4 is Panca Ekatama, and SP 5 is Harapan Jaya. So, one village only has
one cooperative.
Did PETA play a role in harvesting? If so, how did you manage the activities?
Yes, of course we took a part, otherwise there will be a lot of Ninja.
What is Ninja?
It’s a thief.
Oh, I see.
Well, if we harvested the FFB from the trees. They need to be monitored, otherwise the
ninja will take it. However, if they were still in the trees, they would be fine. We harvest
the palm oil in order. Like I said before, we have 20 group farmers. I mean the plasma
plantation. We name it 1 until 20. For example, the plantation in the group number 1 and
11 will be harvest in the date 1, 11, and 21. So, the order depends on the last number of the
group farmers and the date. We harvest plantation from approximately 2 group farmers
every day. For the yard plantation, we gave the owner to decide the harvesting. Then, we
combined and delivered them to the buyer. By harvesting together, we can save money and
the FFB from the thieves.
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B : How did PETA maintenance the productivity of the plantation?
A : We went to the field to check the plantation, supposed that there are diseases or weeds or
bugs, maybe need to be fertilised, why the FFB production below average. We advised our
members on how to solve their problem. So, we have a team to monitor the quality of our
plantation.
B : You told me earlier about the order of harvesting, could you please explain me how to do
harvesting?
A : So, in the farmer groups, they have members who check which are the FFB that ready to be
taken from the tree. Don’t look to the top, but look to the down. If they found around 10-15
FFB on the ground, then it means that the FFB was ready to be harvested. After that, their
members delivered the FFB to the collection point. In the collection point, the FFB were
checked again. After checking, the FFB were pondered and carried by truck to the buyer by
Department of FFB from PETA. However, the FFB were not passed in the collection point.
We just put them in the collection point, then somebody took them. This transaction
handled by Department of FFB. Then, the FFB were checked again by buyer. In the mill, if
there was rejection, we had two options, first we can take the rejection back, it’s called
“grading” or the buyer increased the rejection rate of FFB, it’s called “zonk”. The FFB
were transported by PETA, Department of Transportation, from the collection point to the
mill. The delivery time shouldn’t not more than 24 hours after harvesting.
B : What do you mean somebody take your rejection FFB in the collection point?
A : We just left them because the number was small. The rejection rate between one check
point to another check point was below 1%. On the other hand, it was also our
responsibility to the comers who live around Meranti Village, we tried to give a charity to
them. They collected the rejection FFB then sold them to middleman.
B : For the farming activities, did you use members or employee as workers? Could you please
explain to me?
A : We called us “tie farmers”, because we actually hired people to do our jobs. But, we
involved directly to the plantation as supervisors. We want to make it sure that our
plantation is well-managed. If we didn’t do that, sometimes the workers played dirty by
harvesting immature FFB. Because, their payment depends on how many tons they harvest
the FFB. They actually just freelancers. But, I think it was not a difficult job for us, because
we just need visit our plantation every 10 days. For the maintenance we hired people for
spraying to remove the weeds or bugs, pruning to reduce palm frond, and fertilising every 6
months. For the harvesting, we hired freelancer for harvesting, weighing, loading, and
transporting. The trucks belong to PETA, but we hired the drivers. By combining the
workers, we can reduce the salary cost and we think it’s more effective, since we can’t do it
alone. The freelancers have expertise in their job, so we can rely on them. You can
imagine, if I have to do those activities by myself, 2 ha per member. Too much for me. We
obtained the knowledge to do those activities from SBP. We provided jobs opportunities to
society.
B : Did you do process activities for the FFB? For example, from FFB to oil, soap, art, or
others.
A : No, we didn’t do that. We just sell FFB. We acted as marketer. We got payment from
marketing fee, not from FFB profit. So, the price of FFB from buyer to PETA equal with
the price from PETA to its members. PETA paid them after, the sales was reduced by
production cost. So, the members paid the transportation cost, salary for the freelancers,
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fertiliser, medicine, pesticide, and other production cost proportionally to PETA every
month and we gave them the payment also every month. We got the payment around 7 – 10
days after we delivered the FFB.
How much the yield of your FFB?
Around 23-25%, the yield is considerably high for FFB in this area. I mean ex-Bratasena.
What did PETA do to get high yield of FFB?
We did fertilization regularly, with the right dose and time. We spent approximately 2 kg
of Urea, 2 kg of KCL, and 1 kg of SP 36 every year/palm oil tree. We focused on removing
weeds and bugs. We only harvested the mature FFB. Our yard plantation also produced
high yield FFB, so we can combine them with FFB from the plasma plantation, and we still
have high yield FFB to the buyer. In the beginning, we agreed to implement the plantation
design of plasma to the yard. Such as the distance between trees is 8 x 9 m, we used mostly
Tenera, how to fertilize, how to grow, how to harvest and maintenance. Since the fertiliser
is important for us and sometimes the stock is limited, we have commitment with the
supplier that we can pay on time the fertiliser. It’s about having a good reputation, trusted
partner. In return, the supplier secured our fertiliser need.
What about the business departments in PETA? What do you have?
First, we have Department of FFB that manage the rotation of harvest locations. Like I told
you before from farmer groups 1 to 20 in a certain order. The second is Department of
Consumer Goods. This department sell daily needs such as rice, cooking oil, soap, instant
noodle, etc. Then, we have Department of Savings and Loan. Only the member can save or
borrow the money from PETA. The fourth one is Department of Production Facilities that
provide farm equipment, fertiliser, plant medicines, and pesticides. The fifth is Department
of Transportation. This department arrange the trucks to deliver the FFB from collection
points of PETA to the mill. We have the trucks. The last one is Department of Replanting
that responsible to execute the replanting planning.
Who are the buyers of PETA? Could you please explain to me the buyers of PETA since
1993 until now.
In the beginning, from 1993 until 2007, SBP was our buyer. I told you before, as a part of
transmigration project, SBP play a role as our partner. We can say that as along as is not
iron, they will buy or FFB. That was our metaphor. So, we just need to farm and deliver to
them. But, perhaps it was because they did quality checking regularly and advised to us if
there were problems. Hence, the quality can be trusted. However, in 2007 they faced a
financial problem. We experienced a payment delay. Luckily, our obligation for investment
has been paid and we got our payment. Therefore, in 2007, we tried to find the buyer.
Then, we met Sumber Sawit Sejahtera Company or can be shortened SSS. The company
require high quality of FFB, such as the yield should be more than 23%. We did our best to
provide them. We did fertilization and maintenance as usual. Because we believed that
even if we do improvement, the yield will not increase. The plantation has their limitation.
Hence, what we can do is do farming activities as usual. Then again, in 2013, the company
faced a financial problem, so after we knew the information, we responded directly by
stopping our FFB. We learned from our experience in the past. We also faced payment
delay, but it was considerably small compare than the other cooperatives. When we
stopped to supply our FFB to them, the other cooperatives still sent their FFB to SSS. In
fact, the SSS still owed to the cooperatives, Beringin and Sialang. But, our payment already
cleared. Since then, those cooperatives lack of trust of their members. The debt of SSS to
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cooperatives ex-Bratasena was almost IDR 30 billion. We switched our buyer to SBP in
2013. In 2013, There were improvement to the SBP management. They hired employee
from big palm oil companies, such as Asian Agri and Sinar Mas. They had quality
standards for their supplier, such as the minimum of FFB yield was 23%, delivery time no
more than 24 hours, the FFB should be mature perfectly, and the rejection rate maximum
2.5%.
Did PETA use a contract or non-contract buyer?
We used a contract either for SBP or SSS. Perhaps our FFB yield today is not always above
23%, because the plantation is already old. But, we believe that our yield is better than
other cooperatives, except for Harja.
How did they check the FFB quality of PETA?
They asked us to send our FFB with Mitsubishi L300 truck. They will check the sample in
the mill. If they think, the FFB meet with their standard, then they will offer a contract. If it
is not, we can still be their supplier but without contract.
What is the different between contract and non-contract supplier?
Well, PETA had a contract, so we got higher price for our FFB than non-contract supplier.
Also, PETA didn’t have to make a line to enter the mill, we called it green line. Moreover,
you can renegotiate the price with the buyer.
How did the buyer determine the price?
The price referred to Estate Agency of Riau Province. The price depends on plant age.
However, the buyer also referred the price to the big four palm oil company in Indonesia.
What is the effect of innovation activities by members to PETA?
If the members agree on those activities than PETA will do it. Because the decision is the
hand of the members. For example, the members agreed that we should have contract with
our buyer, so we tried to get the contract.
What about if there are innovation activities from the buyer of PETA?
We will try our best. Like I said before, the buyer requires that the FFB yield should be
minimum 23%. We tried to well maintenance the plantation and give the right dose and
time to the trees. We believed that the trees have limitations, suppose that we increase the
dose of the fertiliser. It could harm the trees, instead of increase the yield. On the other
hand, we believed that our FFB are better than the others. It increased the bargaining
power, since the high yield suppliers of FFB are rare.
What is your position in the value chain?
We just the marketer. We collected the FFB from members and sold them to the buyer. We
just charge IDR 1/kg FFB for transaction and IDR 1/kg FFB for transportation. In other
cooperatives, sometimes the cooperatives collect FFB from middleman.
Why did the middleman need cooperatives?
Like I said before, because of the lack of trust to their cooperatives, the farmers don’t want
to sell their FFB to the cooperatives. Also, they can’t sell them directly to the mill, because
the quantity is low. They sold them to middleman. The middleman will them to the mill if
the quantity is enough, minimum 5 tons per truck, with profitable price. Otherwise, they
will sell the FFB through the cooperatives to get enough quantity or higher price. The
different price of FFB between middleman and cooperatives is around IDR 150 – 200 per
kg. The price of FFB from the middleman is lower than cooperative, but the middleman
can give advanced payment to the farmers. Even if the FFB are still in the trees.
Did PETA change the organisational structure over time?
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A : No, we didn’t change the organisational structure of PETA. We only changed the
management on board but not the structure. The main structure of management are
chairman, secretary, and treasurer. We also recruited head of departments from our
members but not as the main management.
B : Do you think that the change in organisational structure influence the strategies of PETA?
A : I don’t think so, because the management just do the decision of the members.
B : Could you please tell me more about the historical of PETA since the beginning? Such as
you’re the changing in buyers or suppliers, the PETA establishment, and your strategy
business.
A : Well, in 1993, as a part of transmigration project, we came here to grow palm oil
plantation. We had an initiation to make a cooperative. However, we didn’t know yet,
where our land is. So at that time, we just work as farmers for all SBP plasma plantation.
Then, three years after that, in 1996, we took lottery to decide where our plantation is.
Every farmer gained 2 ha for plasma plantation and 0.5 ha for yard plantation. The 0.5 ha
plantation is free to use for other purpose, but we decided to plant palm oil tree and build
our house. After we obtained our location of plantation, we agreed to make a cooperative,
however we have no money for equity. We sold our food aid from the government, salted
fish, then gathered the money for equity. Every member gave 2.5 kg of salted fish, we sold
it for IDR 2000/kg. From 400 members, we got IDR 2 million. In 1998, we legally
established PETA. Since then, we made the department of FFB, Consumer Goods, Farming
Equipment, and Savings and Loan. There is no changing in our supplier. We have FFB
from our members, consumer goods from Sentosa and Indomarco Store, farming
equipment from CV. Hidayah Tani, and savings and Loan from membership dues and
profit. Then in 1999, we paid back our investment and became independent plantation.
Moreover, in 2007, SBP as our buyer faced financial problem, as I told before. So, we
decided to sell our FFB to SSS. Because they could offer contract and interesting price.
Then, we changed our buyer again to SBP, because in 2013, SSS faced financial problem
and SBP recovered from financial problem. SBP became a better mill company compared
with SBP before 2007. Until now, we sold our FFB to SBP by contract. In 2007, we started
Department of Transportation with 2 trucks. Today, we had 12 trucks. In 2011, we had a
plan for replanting. So, we created a new department, Department of Replanting. We want
to buy 500 ha of palm oil plantation. We already bought 420 ha palm oil plantation for
about 3 years old of palm oil trees.
B : Do you have bad or good histories that induce changing of PETA or influence PETA to
take decisions?
A : Yes, we have. For example, when SBP faced financial problems in 2007. We still supplied
our FFB to them. We think, it would be a temporary problem. As a result, we experienced
unpaid debt. We almost lost trust from our members. However, SBP had a plan about the
payment and we finally got our payment. Then, we decided to have a contract with our next
buyer, because it would increase our bargaining power. When we heard, there was a
financial problem to SSS in 2013. We instantly stopped our supply of FFB and found a
new buyer, SBP, with contract. While, other cooperatives still supplied their FFB to them.
We had unpaid debt, but the amount was considerably small compared with other
cooperatives. Thankfully, we already got our payment. We have been prioritised, since we
have contract with SSS.
B : Where did you get the capital to start the Business Departments?
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A : We generated the capital from membership dues, savings, profit, grants from Cooperative
Agency, and Bank. We used capital from the Bank to make Transportation and Replanting
Department. We needed to borrow money from a Bank because they can provide higher
limit credit than other agencies. We have credit around IDR 40 billion in 2016 from the
Bank.
B : Why did the Bank lend the money to PETA?
A : As I know, the Bank only lend the money to cooperatives that have contract with their
buyer, like PETA.
B : Could you please tell me about your farming technology? The equipment that PETA use in
daily farming activity.
A : We just used usual equipment for example sprayer, brush cutter, hoe, electric sprayer, axe,
manual sprayer, sickle, egrek, dodos, parang, tajok, and garukan.
B : Do you have other equipment? Such as tractor.
A : No, we don’t have it. We have some electric sprayers. They made us easier and faster to
give pesticides to the palm oil trees. Also we have trucks for transport the FFB.
B : How was the responds of PETA’s members with the decisions that have been made by
PETA?
A : The decisions are the representatives of our agreement. So, the all the members followed
the decision. We committed to the decisions.
B : Could you please tell me about the knowledge that members of PETA have? Such as
education or training.
A : Well, most the members of PETA have elementary education school, some of them also
have Junior and Senior high school education. So, they can do reading and mathematics.
We also gained accountancy, cooperative management, leadership, and comparative study.
The Cooperative and Small Medium Enterprise provided us the training.
B : What about the training for palm oil plantation?
A : We have no training about palm oil plantation. We implemented the farming methods from
SBP. Furthermore, there is no a significant change in the farming activities of palm oil. So,
we still used the farming methods from SBP.
B : Did PETA get trainings or knowledge from other agencies? Such as Estate Agencies or
NGO.
A : We, we didn’t.
B : What about the skills and experiences of the members of PETA?
A : The members of PETA never have experiences as palm oil farmers. Generally, they used to
be trader and paddy farmer. They gained skills and experiences as palm oil plantation
farmers since 1993, when they came here. SBP taught as about palm oil plantation.
B : Did PETA has certification? Such as RSPO or ISPO.
A : No, we didn’t have it.
B : Why doesn’t PETA have it?
A : Because it is not obligatory for Independence Plantation like ex-Bratasena. Even if we have
certification, our buyer will still buy our FFB with the same price. Thus, we think that there
is no positive effect for our business.
B : What about the business environment of PETA? In term of supply, demand, and price.
A : The cooperatives and buyers agreed to follow the price from Estate Agency of Riau
Province. Which mean the price from buyers might not the same as the price from Estate
Agency, but slightly different. Because the price from Estate Agency depends on the age of
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the tree and the world price of FFB. However, the buyers also have their own criteria such
as yield and rejection rate. Also, general economic law is applied. When the supply is
higher than the demand, the price of FFB will fall and the other way around. Yet, because
of we have contract we can negotiate the price with the buyer. At least, we got higher price
than other cooperatives that have no contract.
How did PETA respond with new knowledge? Such as from trainings or comparative
studies.
We think that we respond in a positive way. We welcomed the new information. However,
it doesn’t mean that the new knowledge will change our business activities. We will
discuss it with the members, if we agreed that the new knowledge is possible to do and will
contribute to the PETA. We will change.
We talked before about price and production. What are the factors that influence the FFB
production of PETA?
The age of the palm oil trees influences the yield and production. The trees start to bear
baby FFB at 3 years old. We got around 1 ton/lot/10 days of FFB with the yield
approximately 14%. Then, the number increased, until the FFB reached around 10 – 20
years old. At that age, the average production around 4-5 ton/lot/10 days of FFB with the
yield around 23-24%. After that, the production and yield decreased over time. That’s why
we established Department of Replanting. On the other hand, in 2010, we also organised
our members to buy insurance for replanting from Bumi Putera Insurance. But, it is not
obligatory for the members to buy that insurance. The members pay IDR 1 million/month
for 5 years. After 5 years, the members will get IDR 1 million plus the investment result
from the Insurance Company.
Could you please inform me about the cost structure and income of PETA? For production,
salary, etc.
From the Department of TBS, we charge IDR 1/kg of TBS for marketing fee, the salary for
harvesting freelancers is IDR 12/person/kg of TBS, the salary for maintenance freelancers
is IDR 70000/lot. Department of Transportation we charged IDR 108/kg of TBS and meal
allowance IDR 20000/truck. From the Farming Equipment and Consumer Goods
Department, we applied around 10% of gross profit. The Department of Savings and Loan,
we give interest 1%/month for savings and 1.5%/month for Loan. The salary of
management on board around IDR 2-5 million/month. For PETA, we have 11 employees.
All the employee are PETA members
What did PETA do with the profit?
We distributed the profit, 40% for equity, 40% for the members, 5% for management on
board, and 5% for social activities. We distributed again the 40% of profit to the members
depend on their contribution to PETA. The 5% of profit for social activities in Meranti
Village, such as road repair, scholarship for Elementary and Junior High School, and
medical treatment. We used the 40% of profit for equity to invest in our business
department. For example, buy fertiliser and farming equipment, lend the capital to
members through Savings and Loan Department, etc.
I wish PETA success in their business. I think that was my last question. Thanks for your
time Mr. Arif.
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Interview 2
Interviewer
: Mr. Bachrum (B)
Respondent
: Mr. Joko (J)
Position
: Plant Manager
Company
: Surya Bratasena Plantation (SBP)
Date
: 30 September 2016
Location
: Panca Ekatama Cooperative Office
B : Good morning Sir. My name is Bachrum Lubis. I’m a student at Wageningen University,
Netherlands. I study Master Degree in Food Innovation and Management. As a part of my
study, I have to make research or thesis. I met with Mr. Arif, He introduced me that you’re
an employee of SBP. Would you mind if I ask you some questions?
J : Yes. Mr. Arif told me about you, so what is the topic of your research?
B : My research is about upgrading activities in Cooperative, especially in palm oil value chain.
J : What is upgrading?
B : Upgrading is an activity that you can do better than your competitors or innovation
activities.
J : Oh, I see. So, what do you want to know?
B : Alright, let’s start with the first question. What is your name?
J : My name is Joko Susilo, you can call me Joko.
B : What is your job?
J : I’m a plant manager at SBP, my job is to take care the relationship between SBP as a buyer
and cooperatives as our supplier, monitoring the plantation quality that now belongs to the
members of cooperatives.
B : When SBP start became a buyer from cooperative?
J : Since 1993.
B : You told me earlier that the plantation now belongs to the members of cooperatives. Could
you please tell me the story of your relationship with cooperative in this area from the first
time?
J : So, in 1993 we have cooperation with government to open the land in Pelalawan, the
purpose is to grow palm oil. As a part of transmigration project, the government invited
people from around java and Sumatra island to come here, join with the transmigration
project, called KKPA. We took a part as supervisor. We trained them how to grow palm oil,
design the plantation, how to harvest, how to maintenance the quality, etc. We also
guarantee that we will buy their FFB. Around 2009, we faced a financial problem, so the
company decided to stop the production. Luckily, in 2009, all the plantation already paid
off, because the farmers actually grow the palm oil by using credit from the government.
So, we bought their FFB, we paid them proportional after deduction of their obligation to
the bank. In 2013, we finally be able to operate our mill again. We did some improvement
in our management team. And until now, we became a buyer of the cooperatives in this
area. This area now called ex-Bratasena.
B : How did you design the plantation at that time?
J : There are 5 areas, we called them SP 1, 2, 3 ,4, and 5. The SP 1 is called Bratajaya, SP 2 is
Sialang Makmur, SP 3 is Beringin Jaya, SP 4 is Panca Ekatama, and SP 5 is Harapan Jaya.
Every area has one farmers group or now you know it as a cooperative and one farmers
group is actually one village. Every farmer has 2 ha of plantation and 0.5 ha for housing.
We handle the 2 ha plantation. We start to grow in 1993 by using mostly Tenera.
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B : You said before from 1993 until 2009 you became the buyer of farmers’ FFB. What is the
requirement that you apply to your supplier or farmers in this case?
J : At that time, as long as the FFB is from SP 1 until SP5 we will buy it. Because we already
have an agreement that the farmers are in our responsibility.
B : What about the yield? Do you have any minimum yield?
J : Like I said earlier, at that time as long as the FFB was produced in their plantation, we will
buy it because we were the one who controlled the plantation, they just do what we said.
So, we can trust the quality of the product. On the other hand, at that time it was not easy to
get FFB, the demand was bigger than the supply. But, we have minimum amount of FFB
that we need to process in the mill, otherwise we will lose our profit.
B : What about the requirement to became your supplier after 2013?
J : After 2013, we became more selective for recruiting supplier. Only plantation with 23%
yield or above can become our supplier, the FFB must mature perfectly, the rejection rate
below 2.5% and the FFB are no more than 24 hours after harvest.
B : Is the requirement strict or flexible?
J : So, we divided our supplier into two. With contract and without contract. For the supplier
with contract, it is a must that they comply with our requirements but for the supplier
without contract the requirements are flexible we can tolerate the quality.
B : As a buyer, why did you apply different strategy before 2009 and after 2013? I mean why
did you become more selective in term of supplier requirements?
J : Well, some of the answer, I already spoke before, but I want to add that in 2013, we tried to
rise, so we recruited new manager from big palm oil company, such as Asian Agri. The
new management applied some strategies, one of them was to make a contract with supplier
who had A quality. So, for the A class supplier, we make a contract with them. However,
for the supplier below A quality we still bought it, but without contract.
B : Oh, I see. But what is A quality?
J : A quality means the supplier meet with our requirements
B : What is the difference between contract and no contract supplier?
J : So, if they have a contract, they can get higher price or the same price from Estate Agency
of Riau Province and they don’t have to make a line to enter the mills. I mean their trucks.
But, if they don’t have the contract. They will get lower price and they need to make a line.
B : How did you select your supplier?
J : We asked FFB from the potential supplier, around a L300 truck as samples. Then, we tested
the quality in our mill. If it complies with our requirement than we offer the contract.
B : Why did you still buy FFB that have quality below your requirements?
J : Because we need to process the FFB at certain minimum amount. The FFB will be process
than we get the oil palm. The oil from different FFB’s quality will be mix until we obtain a
certain quality that meet with the requirements of our buyer. The A class suppliers are rare,
so we need to bind them with contract. The A quality will increase the quality of our
product. The supplier with lower grade are many, we can get them easily, so we don’t apply
a contract with them.
B : How much the minimum production of your mill per day?
J : That’s a company secret, so I can’t tell you.
B : Oh I see, what about the price then?
J : The price for contract supplier is higher aroun IDR 50 - 100 than non-contract depends on
the quality. We used world palm oil price. However, we also considered the yield and
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rejection rate.
Which companies Sir?
I’m sorry, I couldn’t tell you.
Ah, it’s fine. I understand. But, why do you change the price standard?
It’s actually company strategy, but I think it’s because the price is more representative for
Indonesian market. Because we don’t do export-import business. We do our business in
Indonesia.
From the ex-Bratasena cooperative, who has the contract with SBP?
Back in 1993 until 2009, we had the contract with all of them. Because it was a part of
transmigration project, but in 2013 until now, only Panca Ekatama and Harapan Jaya.
So, you have the contract after 2013 only with Panca Ekatama and Harapan Jaya. What did
they do to get the contract?
Back in 1993, a farmer has 2 ha for plantation and 0.5 ha for housing. The housing land was
actually to grow fruits and vegetables, instead of built their houses. We didn’t responsible
for this 0.5 ha. We called it peka. But, they decided to grow palm oil. Those cooperative
implemented our technique, how to grow, how to harvest and etc. However, Panca Ekatama
and Harapan Jaya applied 8 x 9 m plant spacing, exactly like what we did. The other made
smaller plant spacing, I think it’s around 6 x 7 m. I believe that it leads to lower yield of
FFB. Then in 2013, when we required that the yield should be more than 23%, they
couldn’t comply it. So, only Panca Ekatama and Harapan Jaya can.
How is the effect of such activities to your company?
It’s rare to have the A class suppliers, of course what they did is something good for the
company. What we concern is about the result not how they do it. As a relationship we
share our knowledge to the farmers, but will they use the knowledge or not, we can’t force
it. Because now, they are independent farmers. If they apply an innovation activity, for
example changing their fertiliser, then decrease the yield. For A class supplier, yes it will
affect us, since it’s difficult to find them. But, if it’s non-A class supplier, we will be fine.
The FFB from peka decrease the yield in this case. Since they will mix the FFB from
plantation and peka.
What do you think the cooperatives applied 6 x 7 m for the plantation distance?
We taught them to grow 8 x 9 m, because we had a calculation that is the best distance. I
think that they expected to get more FFB, because they had more palm oil in their land.
Turns out, it reduces their FFB yield.
Based on the information you have. Could you please make a rank of the performance of
Cooperative ex-Bratasena from the best one? In term of their FFB production volume,
price, rejection rate, and yield.
Yes of course, the number one is Harapan Jaya, the second is Panca Ekatama, the third is
Bratajaya, the fourth is Sialang Makmur, and the last is Beringin Jaya. Harapan Jaya and
Panca Ekatama are similar, but Harapan Jaya has advantages, which are closer to the main
road and the land is mostly flat. So, if you want to buy 2 ha palm oil plantation in Harapan
Jaya you will pay around IDR 300 million, but approximately IDR 250 million in Panca
Ekatama.
Oh that’s quite expensive for me. By the way, that’s all for the interview. I’m really
appreciate your time. Thank you Sir.

77

Interview 3
Interviewer
: Mr. Bachrum (B)
Respondent
: Mr. Eben (E)
Position
: Former Plant Manager
Company
: Sumber Sawit Sejahtera (SSS)
Date
: 03 October 2016
Location
: Panca Ekatama Cooperative Office
B : Good morning Sir. My name is Bachrum Lubis. I’m a Mater student who studying Food
Innovation and Management at Wageningen University, Netherlands. As a part of my
study, I have to make a research. My research is about upgrading in palm oil palm value
chain. It’s about the innovation actions or some activities that you can do better than your
competitor. I met with Mr. Arif, he introduced me that you’re an employee of SSS and he
also invited you to come to his office. Would you mind if I ask you some questions?
E : Yes, but I’ll answer the questions if I know the answer. And actually I’m a former Plant
Manager, because the company is now doesn’t exist anymore.
B : Sure, I think that it will be fine. I understand the situation of your former company, Mr.
Arif told me about it.
E : So, what do you want to know?
B : Ok, shall we start with the first question. What is your name?
E : My name is Eben, just Eben.
B : What is your position in your company at that time?
E : I was a Plant Manager. My responsibility was to build good relationship with suppliers, like
a representative of my company. So, the supplier can discuss with me if there is a problem.
B : When did you become a buyer from ex-Bratasena plantation?
E : We bought FFB from SP 1 to SP 5 around 2009 until 1993.
B : How did you select your suppliers?
E : We asked them to send their FFB as a sample, if it complies with our minimum standard,
we will offer the contract.
B : How did you know that the FFB meet with your standard?
E : We tested the samples in our facility in the mill. If the yield is 23% or more, then we will
offer the contract, a contract supplier. However, we also considered the age of the plant for
the yield. If is not, then we may want to but it but without contract. And of course the price
was also different. The non-contract suppliers obtained the price around IDR 100 lower
than contract suppliers. We referred the price from Estate Agency of Riau Province.
However, we also considered the yield and rejection rate.
B : From the ex-Bratasena plantation, who had the contract?
E : Panca Ekatama and Harapan Jaya.
B : What about the other cooperatives?
E : We still bought it but without contract.
B : Why did you make difference treatment among those cooperatives? I mean with and
without contract buyer.
E : Because it was difficult to find a good supplier, so we wanted to secure our supply by
making contract, on the other hand to have suppliers with lower quality was easier. In the
mill, we mixed the oil palm, the combination was company confidential, so we obtain a
certain quality that we can provide to our buyer. By combining the price and quality, we
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also gained economic value for the company, profit.
Could you please tell me the requirements to be your contract supplier?
First, your FFB need to have yield more than 23%, they can be delivered no more than 24
hours after harvest, rejection rate maximum 2.5 %, and the FFB must perfectly mature.
How can you monitor your supplier in the field in regard with the FFB quality?
We didn’t do monitoring in the field, because it was not our business. However, we
performed quality checking regularly to the FFB that they sent to us. We focused on the
result not in the process. But, if they need helps, such as advisory about farming activities
we can provide it. It was also our responsibility to make a good relationship with them, but
we didn’t force to follow our suggestion. Let’s say they try to change the farming methods,
then lead to decrease the FFB quality. The contract suppliers can influence us as a buyer,
since it’s rare and we need them. However, it was easy to find non-contract suppliers, so I
think the company will be fine.
You told me earlier that you provided them with advisory if they need it. Could you please
tell me how did they respond to your suggestions?
They actually open with new knowledge. But, to implement this new knowledge they need
to discuss it first with the other members, since they are act as cooperative. If they think it
has benefit or feasible for them, I believe that they will do it. So far, we helped them to
identify plant diseases. We suggested them to buy the right medicine for it. I think they are
all had experience in the plant diseases, it something usual happened in the field.
In term of FFB production, price, rejection rate, and yield, could you please make a list
from the best performance of your suppliers?
I think the best one is Harapan Jaya, then Panca Ekatama, Bratajaya, Sialang Makmur, and
the last one is Beringin Jaya.
Why did you choose the following cooperatives?
The production volume of FFB from Harapan Jaya is the biggest one, but I’m sorry I
couldn’t tell you. The Price and yield, of course Harapan Jaya and Panca Ekatama have a
higher price and, that is why they had a contract buyer with us. For those cooperatives, the
rejection rate was considerably low around 1%. The other cooperatives had the rejection
rate around 5%.
Ok, I think that is my last question. Thanks for coming today. Thank you Mr. Eben.
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Interview 4
Interviewer
: Mr. Bachrum (B)
Respondent
: Mr. Samsul (S)
Position
: Farmer/Member
Cooperative
: Panca Ekatama (PETA)
Date
: 04 October 2016
Location
: Mr. Arif’s House
B : Good evening Sir, my name is Bachrum Lubis. I’m student at Wageningen University,
Nehterlands. As a part of my study, I’m doing Master Thesis now about upgrading in palm
oil cooperatives value chain, activities that a cooperative can do better than the others. Mr.
Arif introduced me that you are one of the members who has a lot of experience as a farmer
and members in PETA Cooperative. I would like to ask for your help to answer some
questions related you daily activities. Would you mind if I ask you some questions?
S : Yes, sure. So, you have Lubis as your family name. Are you from Batak?
B : Yes, my father is Batak, but I live in Java since I was born. Where are you come from Sir?
S : I also from Batak, but I was here to join transmigration project. Some of the members are
also from Batak. I hope I can help you. So, what do you want to know?
B : Ok, let’s start with the first question. What is your name?
S : My name is Samsul.
B : Which cooperative you became a member?
S : PETA Cooperative. I was here in 1993 and joined PETA.
B : Did you do all the farming activities or divide into specific team?
S : When we were still under supervision of SBP we worked as SBP’s instructions. So we did
fertilising, maintenance, and harvesting. After we became independent, we hired
freelancers to do our work, people who came here after us but they were not a part of
transmigration project, because it was not possible for us to handle such a big area of
plantation alone. We divided them into 3 teams, which were fertilising, maintenance, and
harvesting.
B : What did you do in those activities?
S : We fertilised the palm oil trees every 6 months. We used 221, 2 kg of Urea, 2 kg of KCL,
and 1 kg of SP 36 every year. We just put them near the trees each one them for every 10
days. We did it twice a year. For maintenance, we did every 6 months or if it was
necessary, such as pruning, removing weeds or bugs, medicate if there are diseases, etc.
We used dodos, egrek, manual and electric sprayer, and brush cutter. We have trucks, but
we hired people for drivers and movers, to load and unload the FFB from trucks. We also
hired people to do harvesting. They checked the quality of FFB, which one were ready to
be harvested and delivered them to collection points. If we saw there were 10-15 FFB fell
on the ground, it means that the FFB were ready to be harvested. In the collection points,
we checked the FFB again. Then loaded the FFB to the trucks. The trucks delivered the
FFB to the mill. It’s around 40 km from here, the SBP mill. It took around 1.5 hours to get
there if the road was not wet.
B : What PETA did in those activities?
S : PETA arranged the schedules of harvesting, when to harvest, which lot. PETA also
managed the FFB selling, negotiating the price, and transporting the FFB from collection
point to the mill. PETA checked the quality of our plantation and gave us advice if there
were problems. The cooperative also handled our payment. We got our payment after they
80

B :
S :

B :
S

:

B :
S :

B :
S

:

B :
S

:

calculate the sales minus production cost and other cooperative services that we used. We
trusted PETA to do it.
Why did you join PETA?
At the first time, I and other farmers in Meranti have no choice but to join PETA. Since one
village one cooperative and we live in Meranti Village. We can’t join with other
cooperatives. PETA may not the best in ex-Bratasena, Harja is the best one. However, after
that, we realised that by joining PETA we have more advantages than joined with other
cooperatives. We secured our sales, we have higher price than we sold our FFB by
ourselves, the production cost was lower since we combine our salary for freelancers, we
have contract with the buyer that allowed us to deliver FFB without make a line, we have
PETA that checked the quality of our plantation, PETA gave guarantee letter to the bank if
we borrow the money from a Bank, PETA provided services such as consumer goods,
farming equipment, and savings and loan that allowed us to pay the services from our FFB
sales. We can use those services and pay them later. Also, one of the most important thing,
we can secure the fertilisers stock. PETA also mediate replanting plan, since our palm oil
trees are old.
Why don’t you join Harja? You said Harja is the best one among ex-Bratasena
Cooperatives.
Actually the conditions of PETA and Harja more less the same. However, they have
advantages, which are closer to the main road and the road are mainly asphalt road. Unlike
us, solid soil. The price of their plantation is around IDR 350-400 million/2 ha. However, I
used to live here in Meranti Village, I feel that this is my home. The neighbours, the
members of PETA, are also nice, we are willing to help and care each other. As you can
see, we don’t have to lock our home or lock your motorcycle and nobody steal them. You
can just use the motorcycle in the garage. We trust each other.
Why do you need the PETA for?
I need all their services. PETA has 6 Departments. FFB and Transportation Department
that handled FFB sales, delivery, and relationship with the buyer. Consumer Goods
Department that provided us with daily needs. Farming Equipment Department that
supplied our farming tools, especially securing our fertilisers. Savings and Loan
Departments that allow us to save and borrow money. Replanting Departments that
managed our income when we do replanting. The idea was to buy as many as palm oil
plantation and provide them with management team. So, we can generate income from
those plantations while we do replanting.
How did PETA assist you to maintenance or improve the quality, volume, and price of
FFB?
PETA did regular checking to our plantation. Then, they informed us the conditions of our
plantation. Supposed that we need more fertiliser or medicine or anything. If we can’t solve
our problems, PETA called the expert to solve them. PETA always required contract buyer
to sell our FFB, which lead us to get higher price than non-contract suppliers. Also we can
renegotiate the price with buyer. We didn’t have to make a line to enter the mill. We
designed our yard plantation same with plasma plantation in order to get the same quality
of FFB from plasma, such as the trees distance is 8 x 9 m and we used mostly Tenera.
Suppose that PETA require any changes in your daily farming activities. How the farmers’
response?
PETA decisions are in the hand of the farmers. We are the farmers and also the members of
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PETA. PETA can’t apply any changes without our approval. However, if the members
demand any changes and agreed. Then, all the members will change. Both who agreed or
disagreed. We act as one.
How did you decide decisions?
We did it by voting, one member one vote or we discussed to reach the agreements. The
management on board just follow the decisions. We are the members who decide the
decisions. We can fire them, but they can’t fire us. Only the members can be the
management on board.
How did you know how to be a palm oil farmer?
I used to be crop farmer, before I came here. I learned about palm oil farming since I was
here in 1993. SBP taught us, how to fertilize, how to harvest, and so on. We just did what
SBP said. Then, we understood the methods. Until now, we still implemented the farming
methods from SBP. We also have regular meeting. In that meeting we shared our
experiences in farming to each other. We needed it to know how the other members did the
farming.
Did you get other knowledge or training instead of farming? If so, could you please tell me
what kind of trainings, who gave you the training, and why do you need those trainings.
Yes, we got training and opportunity to visit other palm oil plantation. The big palm
plantation such as Asian Agri and Sinar Mas. We also visited Malaysian palm oil. The
Cooperative and SME Agency provided us trainings and those comparative studies. They
also gave us trainings in accountancy, management cooperative, leadership, and
organisation. We needed those because we want to have better cooperative performance.
For example, after we obtained the accountancy training, we agreed to send our financial
report to the Public Accountant Firm to be checked. We learned how to conduct a meeting,
so we can get agreement effective and efficient. On the other hand, if we think that we
can’t implement the new knowledge that we achieved, we agreed not to implement it.
Then, we won’t implement the ideas.
Did you get certifications?
No, we have no certification. We received the knowledge about farming from SBP and we
have no certifications. Mostly we have certificate for Elementary School education, some
of us have Junior or Senior High School education. So, we can do basic knowledge such as
reading, writing, and calculating.
How many years you have been working as a palm oil farmer?
Since 1993, also the other farmers. So, it was 23 years.
How those experiences affect your work?
I think we work better since we already have experiences. As I told you, at the first time we
just did what SBP said. Then we know how to do fertilize, maintenance, harvest. Then the
Cooperative Agency came to provide us with knowledge about a cooperative. Today,
people are called us “tie farmer” since we are farmers but don’t do farming activities
anymore. We just supervisors. We came to the field when our plantation to be harvested or
maintenance. Then monitored the work of Freelancers.
Do you still need support from other agencies?
Yes, we think that we are not perfect. So, we open to any advices. Also, if there are new
methods, technology, diseases, seeds or anything that we can do better, we want to know it
and implement it if it is possible. We have an experience about disease. There were yellow
leaves and dark spot in the palm oil leaves. So, we called the experts to check our
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plantation to identify the problem and how to solve it. The expert said that we need to use
dolomite, so we gave dolomite to our trees and it cured our trees. PETA arranged that for
us.
What are the benefits for being a member of PETA?
We have higher price of FFB and stable income than if sell them alone. Our fertilisers are
secured, so we can maintenance the yield and quality of our FFB. By combining our
labour, we can reduce the production cost. We bought our needs, consumer goods, such as
rice, cooking oil, sugar, soap and etc. Otherwise, we need to go to Pelalawan Market to buy
it. We don’t have to worry about farming equipment because PETA provided them. What
we like is we can use the services in advanced and pay later. We also can borrow or save
our money in PETA. By working together, we increased bargaining power to the buyer.
Moreover, in the end of period, we got patronage refund according to our contribution to
PETA.
Did you get health facilities and education fee?
No, we didn’t. However, PETA has money, a charity fund, to help the members if they get
ill. Also some of the profit was distributed to the Schools in Meranti Village as scholarship.
Did you get any other services from PETA?
PETA provided Letter of Guarantee for us when the members want to borrow money from
Bank.
I think that’s all my question. Thanks for your time Mr. Samsul.
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Interview 5
Interviewer
: Mr. Bachrum (B)
Respondent
: Mr. Wagiyanto (W)
Position
: Secretary
Cooperative
: Sialang Makmur (SM)
Date
: 10 October 2016
Location
: Mr. Wagiyanto’s House
B
: Good afternoon Sir, my name is Bachrum Lubis. I am a Master Student in Food
Innovation and Technology at Wageningen University, Netherlands. As a part of my
study. I need to make thesis. Today, I would like to ask you some questions related to my
research. My research is about upgrading in palm oil palm value chain. It’s about the
innovation actions or some activities that cooperatives can do better than their competitor.
Mr. Arif asked me to see you. I actually visited your office, but it seems nobody there.
W : How did you know Mr. Arif?
B
: Well, it’s a bit long story. So, I had this research topic from my thesis supervisor. She
already here a couple of years ago with Mr. Sakti. Mr. Sakti is a lecturer in Riau
University. Mr. Sakti had a student who live in Meranti Village, her name is Rindu. Miss
Rindu introduced me to Mr. Arif. Then from Mr. Arif, I came to you.
W : Oh, I see. How’s Mr. Arif doing?
B
: I think he is fine. His family is really nice to me. I’m actually staying there at the
moment.
W : So, you’re living in his house now. I’m a bit worried at the first time, I think you’re from
NGO. Shall we begin?
B
: Yes, sure. What is your name?
W : My name is Wagiyanto.
B
: What is your job position in SM?
W : I was a chairman of SM. However, since 2014 until now, I became Secretary.
B
: When did you become chairman of SM?
W : I was a part of transmigration project. I came here around 1992. I became a chairman of
SM period 2003 – 2014.
B
: Where is the location of SM palm oil plantation?
W : The location is in Sialang Indah Village, Pelalawan, Riau Province.
B
: How many members do the SM have?
W
We actually have 500 members, however for some reasons, we only have 473 active
members now.
B
: What do you mean by active members?
W : It means that those members are still using the facilities from cooperative SM, such as
selling FFB, buying fertiliser, coming to the meeting etc. However, since 2009, the rest of
the members are passive, means that they still become SM’s members, but have nothing
to do with cooperative.
B
: Oh, I see. So, how many ha of palm oil plantation the cooperative has?
W : We have 1250 ha in total.
B
: Could you please explain me the description of the plantation? Like how many ha of palm
plantation per member.
W : Sure, so a member has 2 ha of plasma plantation and 0.5 ha of yard plantation, then you
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can calculate by 500 members, its 1250 ha. We also divided them to 25 groups. Each
group has around 20 farmers.
What did the members do with their plantation? I mean plasma and yard plantation?
Well, we actually a part of transmigration project, so around 1992 we came to this area.
There is nothing here, except just trees. When in the morning we just arrived here, in the
evening we want to go home. I mean to java. The plasma plantation was planted by SBP.
So, we just took care of them according to SBP’s instructions. If the SBP asked us to
fertilize, we fertilize. If they wanted us to remove the weeds, we removed the weeds and
so on. In 1996, we took a lottery to decide which lot do we have. I got the plantation in
here, SP 2. So, in the first three years, we actually didn’t know which land we worked on.
We just worked according to SBP’s orders. While the yard plantation was originally for
housing and grow crops. However, we decided to grow palm oil instead of crops.
What is the difference between palm oil plantation in plasma and yard? Such as the
design of plantation, farming management, etc.
Well, the plasma plantation was managed by SBP. The yard plantation was our own
responsibility. We decided to plant palm oil since around 1996, when we finally knew
which land do we get. The farming activity was the same with the plasma, because we
learned on how to grow palm oil from them. However, we designed the distance between
trees around 6 x 7 m, instead of 8 x 9 m, like the SBP did in plasma plantation. We
expected that by growing more palm oil tress, we obtained more FFB. In fact, it wasn’t.
Thankfully, the SBP still wanted to buy our FFB. We named it as long as it is not iron,
SBP will buy it. We also plated with mostly Dura. It might be around 60% of yard
plantation is Dura, the rest of it is Tenera. The plasma plantation used Tenera. Those
were the only available seeds in this areas. Dura was cheaper at that time. Today we can
find many seed, such as Dura, Tenera, Lonsum, Marihat, etc.
In average, how many tons of FFB per month that members sold through SM?
I think it’s around 1 ton.
How much the value if you convert from ton value to IDR value?
Around IDR 1.3 – 1.5 billion.
Did SM apply specific method in farming activities? Such as BMP, RSPO, or ISPO.
We applied the farming management that we obtained from SBP.
How did you choose the palm oil seeds?
For the plasma plantation, the seeds have already planted by SBP. We just followed their
instruction to grow them. The seeds for yard plantation were chosen because at that time
those seeds were available.
How did SM grow the plantation? What activities did SM do?
Just like human, the trees need food. We fertilised the trees. We also maintenance the
trees. We gave them Urea Pusri, KCL Belarusia, and SP 36 Petrokimia.
How did SM fertilize the palm oil trees?
We implemented the methods from SBP. We gave the fertiliser regularly every 6 months.
In a year, we need to spend around 2 kg of Urea, 2 kg of KCL, and 1 kg of SP 36 every
year/palm oil tree. However, it depends on the availability of the fertilisers. Sometimes
we need to postpone or even reduce the dose until a half dose, since we can’t secure our
stock.
Why SM can’t secure the fertilisers stock?
Because we need to buy the fertilisers in front. But, we have no guarantee that our
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farmers will buy them from SM. As we know that some of our members started their
business that SM already had. Such mas selling FFB, farming equipment, fertiliser, and
consumer goods. So, we can’t risk our business by buying more stock, then we are not
able to sell them. On the other hand, when the stock is limited the price will be higher and
the farmers can’t afford it. Hence, they need to postpone or reduce the dose.
Could you give me the figure about the differences between fertiliser from SM and
middleman?
The price is different, we took around IDR 10000 – 15000 of profit per bag. While the
middleman put IDR 30000 – 60000 of profit per bag, depends on the demand. When the
demand is higher, as a result the price of fertilisers will be higher. Economic law. We
prefer to take lower profit but we can sell all of our stock. Also, the condition of SM was
not good since 2007.
Oh, I see. So, how did SM maintenance the palm oil plantation?
As a cooperative, we played a role to manage the farming activities. For example,
removing the bugs and weeds, pruning, and fertilising. We hired people to do it, our
farmers just act as supervisors. So, they just need to come to their plantation every 10
days and of course if they trust the freelancer, they don’t have to come to the plantation.
We have 25 farmer groups. A farmer groups has their own management to those
activities. We make the schedule when to harvest, fertilize, spraying, etc. We did those
activities regularly, for the fertilising every 6 months and maintenance 3 months. We also
checked the quality of the palm oil trees. Why the production goes down or suppose that
there are diseases, etc. Then we give them advice to solve it if necessary. We discussed it
in the regular meeting.
How did SM manage the schedule for the farming activities?
We divided the schedule according to the date. We do harvesting every 10 days. Suppose
that today is date 1 or 11 or 21, so the farmer groups number 1, 11, and 21 harvest their
palm oil trees. The last number of the date or the farmer groups will determine which lot
will be harvested. Lot is the combination of plantation from one farmer groups. We also
advise to the farmer groups to do maintenance and harvesting in certain time, for example
in January, April, July, and October are for maintenance and January and July for
fertilising. Once they did it, they will report to SM and we will check it.
Did SM apply a certain order like harvesting schedule?
No, we didn’t we only provide the month, when should they do it. The date decided by
the farmer groups.
What kind of equipment did SM use for farming activities?
We used axe, dodos, garukan, electric and manual sprayer, brush cutter etc. Only manual
tools.
How did you harvest the FFB? Start from FFB on trees until buyer received the FFB.
We have Department of TBS. They gave orders to harvest the plantation. In the plasma
plantation, there are freelancers who check the quality of FFB on the trees, if there are 510 FFB fall down on the ground, it means that the FFB ready to be harvested. After
harvested, the FFB are delivered to the collection point to be pondered and loaded by the
trucks to the mill. Once, the FFB arrived in the mill. The buyer will check the quality of
FFB. We gave the responsibility of yard plantation to be harvested by farmers. The
farmers will deliver them to the collecting point. We combined them and sold them to the
buyer.
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: Did middleman play a role in that transaction?
: Of course they did, the middleman is willing to buy the FFB in advanced. They gave
advanced payment to the farmers, we gave the payment to the farmers every month.
However, the price of FFB from middleman is lower around IDR 100-200 per kg of FFB.
Once the middleman couldn’t sell the FFB to the mill, might be because the amount is not
enough or the price is considerably not suitable. They will sell it through SM. We
accepted it because the cooperative also got payment from the transaction also sometimes
we need FFB addition, so we can sell more FFB to the mill. Some of the middleman are
actually our members. Some of the farmers wanted to sell their FFB to the middleman
because they feel their payment secured. Pay in front. Since we experienced payment
delay several years ago. The members started to lack of trust to the cooperative.
: Oh I see. Related to your answer before. How did the combination of FFB from plasma,
middleman, and yard plantation affect to the quality of FFB that you sell to the mill?
: Actually, the quality of FFB from plasma are better than from middleman and yard
plantation. However, by combine them we obtained higher amount of FFB. So, we can
sell more FFB to the mill.
: Could you please give me the figure about the quality that you’re talking about?
: Suppose that the yield from plasma is around 22%, middleman around 20 – 21%, and
yard around 18-20%. If we combine them, we still get around 20-21% of yield, but higher
amount of FFB.
: Oh, I see. So, how much the rejection rate of the FFB from harvesting to the mill?
: Well, we applied quality checking when the FFB still attached in the trees. Then we
harvested them. We send all the FFB directly to the mill. In the mill, usually they reject
our FFB around 5% the rejection point and in special case, the rejection rate until 10%.
It’s because we sent the FFB late. Because we need to look for the truck or make a line in
the mill. So, the delivery time shouldn’t be more than 24 hours. Or it’s because the
raining. As you can see that the road in this area is still solid ground and it will get
bumpy.
: What did SM do with the rejection FFB?
: The rejection FFB mean that we actually still be able to sell them. However, the buyer
gave low price. The buyer offered 2 options, first we took back the FFB or zonk, means
that the buyer reduces the weight of the total FFB at certain amount.
: Why did SM combine higher quality of FFB from plasma with FFB from middleman and
yard?
: Because we wanted to sell higher amount of FFB and also if we didn’t sell the yard FFB.
We think that we will experience more loss. We sold the middleman FFB just sometimes,
not every day.
: Did SM process the FFB? For example, from FFB into soap, fertiliser, etc.
: No, we didn’t do that. We just the marketer.
: What SM did to improve the quality of FFB?
: We did quality checking in the plantation regularly. Supposed that there were problems,
such as production decreased, diseases, or etc. Then, we gave them advice how to solve
it. If the farmers experienced problems, we also ready to give an assistance to the farmers.
: Related to the harvesting, how did SM transport the FFB from the trees to the mill?
: We transported the FFB from the trees to the collection point by wheelbarrow. Then,
from the collection point, we transported them with the trucks. The delivery time should
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no more than 24 hours after harvesting. They might accept the FFB, however, the
rejection rate will be higher or even completely rejected.
Did SM own the trucks?
No, we rented them from one of our members.
Why SM didn’t have own trucks?
We think that since one of our members already has trucks. It was better to rent them than
owned them. We just paid them to do transportation job.
What business departments that SM has?
We have TBS, Farming Equipment, Consumer Goods, and Savings and Loan
Department.
What the departments did?
The TBS Department managed the selling FFB activities. They bought the FFB from
farmers or middleman then sold them to the buyer. The Consumer Goods department
handle the daily needs such as rice, cooking oil, instant noodle, sugar, etc. We got the
supply from Indomarco or Sentosa store, which is located in Pelalawan. In Farming
Equipment Department, we sold fertiliser, pesticide, daily farming equipment such as
dodos, sprayer, sickle, hoe, tajok, garukan, etc. CV. Hidayah Tani is our supplier. We also
provided Savings and Loan Department, so our members can save or borrow money from
SM. We used membership dues and loan from PNPM Mandiri. We took profit for
consumer goods and farming equipment around 10%. We offered 0.8% of interest per
month for savings and 1.5% per month for loan.
How did SM sell the FFB to the buyer? It is by contract or without contract?
Well, we already change the buyer 3 times. We came here in 1992, until 1999 SBP was
our buyer. We sold the FFB by contract to SBP, since the cooperatives ex-Bratasena was
actually a part of transmigration project in corporate with SBP and Indonesian
Government. We had obligation to repay investment through them. So, we sold our FFB,
they provided the plantation, fertiliser, quality control, etc. We just worked there. Then,
1999 we already paid off our debt and became independence farmers. However, we
agreed to maintenance SBP as our buyer. SBP asked us to send our FFB as a sample, as
much as L300 truck. Then we got offer to be their supplier but without contract, because
our FFB was not suitable with their standard, especially the yield of FFB should be more
than 23%. Then, in 2007, SBP experienced financial crisis. We faced payment delay from
SBP, since then we started to lack of trust from the members and the members begun to
sell their FFB through middleman. We used to give monthly payment to our farmers. We
calculated the sales minus the production cost for the payment. However, we waited until
several months to get our payment. We tried to get new buyer then we came up with SSS.
Since then, the cooperative started to get the trust back from the members. However, in
2013, SSS also faced a financial crisis that induced payment delay for several months.
The procedures were the same with SBP, so we sent our FFB as much as L300 truck.
They checked the quality and offered us as their supplier but no contract. We lose trust
from our members again and some of us sold their FFB through middleman. Because the
payment was definitely. They paid in front. Some of us also established their business
such as transportation, selling fertiliser, farming equipment, and consumer goods. Their
business became our competitors. We are still waiting the payment from SSS. In 2013
until now, we back to SBP as our buyer and also we sold FFB without contract.
What is the difference between contract and non-contract suppliers?
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: The contract suppliers mean that the suppliers meet with the standard of the mill. The
non-contract suppliers are the other way around. The contract suppliers get higher price
of FFB than non-contract suppliers. The contract suppliers don’t have to make a line to
enter the mill, we called it green line and be able to negotiate the price of FFB. We need
to make a line to enter the mill. It makes the cost higher for the transportation. They
require more money to pay the drivers and fuel.
: Why do you think the buyer need contract and non-contract suppliers?
: In the mill, they combine the FFB from several qualities. So, they obtain a certain quality
in a certain price. We don’t know what type quality or price that they need.
: Did the buyers require standard for the non-contract suppliers like SM?
: No. We just sent them the sample then we got the offer. The buyer, of course advise us to
improve our FFB. However, as a cooperative. The decisions depend on the members. If
the members decided not to act or change then the cooperative remain the same.
: Could you please tell me more about the history of SM since the beginning? Such as the
cooperative structure, change in management, and so on.
: Sure, the initiation of cooperative begun in 1995. As the equity, we sold our food aid
from the government, salted fish. Then, in 1996, we officially registered to the
Cooperative Agency as Cooperative Sialang Makmur. We changed the management team
5 times already. The cooperative structure is same, we have a chairman, treasurer, and
secretary as the main management. We changed the buyer 3 times, I told you before.
Since 2014, we have less activities as a cooperative. Because the management couldn’t be
responsible for the payment delay from SSS and the members couldn’t accept it. The
members didn’t trust the cooperative anymore.
: Oh, I see. I actually came to SM office before seeing you and the office was closed. I
think it’s still the working hour. So, how was the SM respond to those experienced? I
mean the payment delay, less trust from the members.
: We focused on how to get the payment from the buyer. We reminded the buyer regularly.
We went to the Pelalawan Regant to help us. But still, we’re waiting for the payment. If
the payment is not finish yet, then the SM will remain vacuum.
: Where was SM capital come from?
: We had membership dues. We also took 40% of profit for capital.
: Could you please tell me more about the capital from PNPM Mandiri or maybe other
agency that provided you capital?
: Sure, we obtained grant from Cooperative and SME Agency. We borrowed money from
PNPM Mandiri.
: Did you get credit from the Bank?
: No, we didn’t get that because we have no contract. The Bank needs contract to lend the
money. That was why we lent the money from PNPM Mandiri, since they were available
to lend the money to us.
: What’s the different credit from Bank and PNPM?
: The Bank can give us higher limit credit than PNPM, the maximum limit is IDR 3 billion
credit from PNPM. Suppose that we borrow IDR 3 billion from them, then buy plantation
for IDR 200 million/ha. We just get 15 ha. It was too small.
: Did SM already have a plan for replanting?
: Yes, we have a plan to buy new plantation around 2009. However, we have no capital to
buy it. Hence, we recommended our members to pay insurance, but it was not obligatory.
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When we do replanting, the Bumi Putera Insurance will pay us some money. The amount
of the money depends on how much the fee is. Some of us bought new plantation without
involvement of SM.
Did you change the technology or equipment to do daily business activities in the
plantation or office?
In the plantation, I don’t think we did any change. We just used usual equipment. In the
office, for example we change our typewriter to computer.
What the members did before come here as palm oil farmers?
The members mostly from java, we also have members from Sumatra. As I know, they
worked as seller, builder, farmers but not palm oil such as rice, chili, etc. They started to
learn about palm oil farming since they come here. The SBP taught us.
What level of education that they have?
Mostly elementary school. Some of them also has Junior or Senior High School
education.
How did the members respond to the new ideas or changing or suggestions?
We opened to the new ideas or suggestions. However, the decisions are in the members.
Although only the members can be the management on board, they only implemented the
members’ decisions.
Could you please give me the example?
For example, the buyer suggested us to fertilize the palm trees in a certain dose regularly
in order to improve the yield. It was difficult for us, since the availability of the fertiliser
was limited and also when the demand is high, we needed to pay higher price. On the
other hand, the Cooperative Agency suggested us to audit our financial report to public
accounting firm. Then, we did it. Since, they have creditability to do it. In sort, if we think
that ideas were possible and influenced us in positive ways, we wanted to do it or the
other way around.
SM had changed the buyer 3 times, from SBP to SSS then SBP again. What are their
requirements to be a supplier?
First is the yield. As non-contract supplier, we provided them FFB with the yield around
21%. The FFB should be perfectly mature. As parameter, we checked on the ground, if
there were 5 – 10 FFB fell down to the ground, then they matured. The delivery time
shouldn’t more than 24 hours after harvesting. After we became independent farmers,
both SSS and SBP checked the quality of FFB regularly, so we need to check our FFB
too. Otherwise, they applied high rejection rate to us. However, when we were still under
the SBP supervision, they bought every FFB, as long as it was not iron, we called it.
Did you get any support from the third agency? Such as trainings, grants, advices, etc
from Cooperative Agency, NGO, etc.
We didn’t have any support from NGO. The farming management was provided by SBP
when we were still a part of transmigration project. The Cooperative Agency provided us
with training in accountancy, that where we sent our financial statement to the Public
Accountant Firm, cooperative management, how to operate a cooperative, the legal term,
what our right and obligation are, leadership, organisation management. We also did
comparative study by visiting big company plantation, such as Asian Agri, Sinar Mas,
Indosawit, PTPN, and other plantation in Malaysia. We as ex-Bratasena cooperatives
have the same opportunity in training from the government through Cooperative and
SME Agency.
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: Did SM get training from Estate Agency?
: No, we didn’t, because we as a cooperative act under supervision of Cooperative and
SME Agency.
: How did SM respond to the knowledge from the Agency?
: We respond the trainings and comparative studies well. We send our members to follow
the trainings. However, we were not implemented all the knowledge. We discussed the
ideas, the new knowledge from the agency. When we think that the ideas was feasible,
then we implemented. Otherwise, it just became our knowledge. I mean it was good to
have knowledge.
: Supposed that the new knowledge was implemented because most of the members
agreed. Will the disagree members follow the implementation?
: Yes, of course. Because we need to act as one, united. When the members or most the
members agreed. Like it or not, the rest of the members must follow the decision.
: How did SM decide the decisions?
: We discussed the problems or new ideas, then we agreed to do what. For the changing on
management on board we used voting, one member one vote. Because the decision is in
the hand of the members, unlike the company with CEO or manager.
: Could you please tell me how was the business environment o SM? Related to supply,
demand, and price.
: The situation followed the economic law, when the demand of FFB is higher than the
supply, the price will increase. The price was based on price list from Estate Agency.
However, the buyer such as SBP and SSS, they also consider the price from 4 big palm
oil company to determine the price standard. The price usually changes weekly.
: Who are the 4 big palm oil companies?
: Asian Agri, Indosawit, PTPN, and Sinar Mas.
: Did SM needs help to solve the problems? Farming or cooperative problems.
: We think that we can solve our own problems so far. Sometimes, when we need help, for
example, about diseases, we just called the expert to solve it, then we paid them.
However, if there is new information about the farming, suppose that there is a new
diseases or new seed, or anything related to our business, we would like to know it.
: Did SM has certification? Such as RSPO or ISPO.
: We have no certification. Since, we are independent farmers, legally, we don’t require
those certifications. Only if the farmers want to get it. It’s voluntary. We think that there
are no added value to us if we have those certification. The buyer and regulation don’t
require us to do it
: If the buyer or government require SM to have certification, such as RSPO or ISPO. Will
SM try to get it?
: Well, it depends. If the members agreed to get it. Then we will try to get the certification.
Maybe we just change our buyer or if it’s from the government then we have no choice
but to obtain certification.
: Could you explain to me about the production and sales of FFB of SM over time?
: The price is fluctuated, I explained you before. In fact, we just followed the price that the
buyer gave to us. Of course, we wanted the price always high. However, we think the
buyer provided us the fair price, since they also consider the price from Estate Agency
and other companies. The different wasn’t big. In 2002 for example, the price of FFB was
IDR 2200/kg, then the price now around IDR 1500/kg. in the peak production we
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obtained FFB around 4 ton/ha, when the age of the trees around 10 years, and the yield
around 22%. The palm oil trees started to bear fruit when the age around 3 years. The
amount and yield increased until the age of 10 years, around 1- 3 ton of FFB and 13-19%
of yield.
How did SM manage the cash flow?
We got the payment from the buyer monthly. The price that we got from the buyer was
the same with the price that we gave to the members or middleman. However, we
provided them with production cost, so we calculated the sales minus production cost and
other bills, such as consumer goods, or credit loan from SM. The production cost such as
transportation around IDR 150/kg of TBS, meal allowance for the driver IDR
40000/truck, freelancers to TBS loading, weighing, and checking around IDR 12-15/kg of
TBS, fertiliser, farming equipment, and maintenance.
What did SM do with the profit?
We have positive profit so far, we divided the 40% of profit to members. The members
obtained some percentage of the 40% of profit depend on how much they contribute to
SM, from TBS sales and other services. The other 40% was added to equity, the other
10% was distributed to management on board and employee. The rest of it, 10%, we used
it to social activities, such as scholarship, construction of public facilities, free medical
check-up, etc.
I wish SM will be better in the future. That’s all my questions. Thanks for your time Mr.
Wagiayanto.
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Interview 6
Interviewer : Mr. Bachrum (B)
Respondent : Mr. Suryadi (S)
Position
: Farmer/Member
Cooperative : Sialang Makmur (SM)
Date
: 10 October 2016
Location
: Mr. Wagiyanto’s House
B : Good afternoon Sir, my name is Bachrum Lubis. I’m student at Wageningen University,
Nehterlands. I’m studying Food Innovation and Management. Would you please help me to
answer some questions related my research? My research is about upgrading in palm oil
cooperatives value chain, activities that a cooperative can perform better than the others.
Mr. Wagiyanto asked you to come here because he think that you are the right person to be
interviewed. Since you have experiences about SM from the beginning. Would you mind if
I ask you some questions?
S : Yes, sure.
B : What is your name?
S : My name is Suryadi.
B : Which cooperative you become a member?
S : I’m a member of SM Cooperative. I came here around 1993 as a part of transmigration
project.
B : How did you manage the farming activities?
S : People called us “tie farmers” because we actually didn’t do farming anymore. At the first
time, when we came here, we worked according to SBP instruction. If they asked to
fertilize, we did fertilising. If they wanted us to harvest, then we did harvesting. However,
after we became independent, we hired freelancers and worked as supervisors. We came to
the field to monitor the working of our freelancers. We preferred to hire freelancers since
the cooperative manage them.
B : How did you divide the farming activities?
S : We have 2 teams. Harvesting and Maintenance team. Harvesting team selected FFB that
ready to be harvested. Then picked the FFB from the trees to collection points. Once in the
collection points, they pondered the FFB and load them to the trucks. We rented the trucks.
The second team, Maintenance, their jobs were to fertilize the palm oil trees every 6
months. We used 221, means that 2 kg of Urea, 2 kg of KCl, and 1 kg of SP 36. We gave
interval 10 days from one fertiliser to another. However, if there were no fertilisers or the
price was higher, we might reduce the dose or postpone it. We also did pruning, removing
the old branches. We remove the weeds and bugs by spraying pesticide and cutting with
brush cutter. We did maintenance regularly every 6 months or if it was needed.
B : How did you choose the seeds and grow palm oil trees?
S : When we came here, there were already palm oil trees here. So we just needed to grow
them by maintenance activities that I already told you.
B : How did you experience the lack of fertilisers stock and high price of fertilisers?
S : Because the fertiliser market share divided between SM and individual business. So, SM
didn’t want to take risk to buy more fertilisers but couldn’t sell them. When the stock of
fertilisers was low but the demand was high, then the price increased. There was no
commitment from the members to buy fertiliser from SM. Some of us preferred to buy the
fertiliser from another seller, which actually also the members of SM.
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B : How did SM contribute to the farming activities?
S : They arranged the schedule of where and when the lot need to be harvested. SM handled
the transportation from collection points to the mill by renting the trucks. SM managed the
freelancers, the salary payment. We got our payment after our sales was reduced by
production cost and other services that we may use through SM. They also organised the
sales such as negotiate and find the buyer.
B : Why do you want to join with SM?
S : Because I live in Sialang Indah Village. So, I have to join with SM. Also, my plantation is
in Sialang Indah Village too.
B : By joining SM, what benefits did you get?
S : The most important thing was we have guarantee that our FFB will be sold with reasonable
price. We experienced payment delay several years ago, but I personally think that it was
just common thing in the business. We can maintain the quality of FFB, since the
cooperative help us in quality checking. SM gave letter of guarantee for the members who
wanted to borrow money from Bank. We bought our daily needs such as consumer good
and farming equipment from SM. It was cheaper since we didn’t have to go to Pelalawan
Market that so costly.
B : Did you get health facilities, education fee, more bargaining power?
S : I think that we have more bargaining power, as a cooperative, than we were alone. We
didn’t have health facilities or health insurance. But, there are some money from SM to the
members who experience ill or need medical aids. Some of the profit was also distributed
to the School in Sialang Indah Village as scholarship. We didn’t get fund for education or
education fund for the children of the members.
B : What the members needed SM for?
S : The most important thing is to manage the sales of our FFB. We also can use their services
in advance and pay them later. Such as buying consumer goods, farming equipment,
fertiliser, pesticide, and we can save and borrow money from the cooperative. Sometimes
the middleman also sells their FFB through SM, if the middleman think the price is lower
or they don’t have enough FFB. Some of the members used the cooperative just in farming
management, such as harvesting and maintenance and the other members also used the
cooperative as a seller of their FFB. If the bill to members for production cost or other
services of SM is higher than their sales, then SM will demand the bill to them. If it is the
other way around, then SM just need to deduct it from their sales.
B : How did the SM assist the members to maintain the quality, volume, and price of FFB?
S : SM did quality checking in the field. Supposed that the production of a certain lot
decreased, then SM gave advices how to increase it. If it is necessary, SM will call the
expert to help us to deal with our problems.
B : When the SM demand any change in farming activities or new rules in the cooperative.
How did the members respond?
S : The management on board of SM can’t make any decisions because they need to get
approval from the members. We did discussion or voting, one people one vote, so we
achieved agreement. Then, the members will follow the new rules or changing activities.
Only the members can be the management, so I think they will understand that they can’t
make any decision alone. Unlike in the company. In the company the manager can fire his
employees. But here, the members can fire the management. The management only apply
our agreements.
94

B : How did you know to be a palm oil farmer?
S : When we came here, we have no ideas what we have to do. So, we just followed the SBP’s
orders. From that point, we learned how to be a palm oil farmer. I think that there were no
members who had experience before to be a palm oil farmer.
B : What kind of trainings or education that the members have?
S : We mostly have Elementary School Education, some of us have Junior and Senior High
School certificate. The Cooperative and SME Agency of Pelalawan provided us with
trainings in accountancy, management, leadership, organisation, and entrepreneurship. We
also have opportunity to visit Malaysian, Asian Agri, and Sinar Mas plantation. I think that
the members of ex-Bratasena Cooperatives more less obtained the same trainings.
B : How do you think about that trainings?
S : I think the trainings were benefits for us to gain knowledge. Made us feel better and
smarter. However, we can’t apply all of those trainings to our daily work. In order to
implement new ideas, we need to discuss with the members. Even if we want to change to
do better, but the members disagree, then we can’t do anything about it. Overall, we
welcomed such activities. At least, it enriched our knowledge.
B : Did you have certification in farming or other expertise?
S : No, I didn’t have it. I only have Junior High School Certificate.
B : How many years you have become a palm oil farmer?
S : Since 1993, so it’s around 20s years.
B : How did your experience affect your work?
S : I think we transform from a farmer into the supervisor of farmers. We can work more
effective and efficient, since we already know how to do. For example, at the first time, if
we faced a problem, we have to report to our supervisors then they gave the solutions.
Because we already have experiences, we can analyse the problems then solve it. We knew
how to select the good FFB and so on.
B : Do you still need help from other agencies? If so, what kind of help do you need?
S : Yes, I think we still need help from other agencies. Especially for update about new
technology in farming, diseases, and palm oil business. We, the cooperatives ex-Bratesena,
asked help from the Regent of Pelalawan to collect our payment from the buyer. SM started
to lack of trust from its members since SM couldn’t pay our sales. It was because our buyer
faced financial problems. Also, that incident induced some of the members to sell their
FFB to the middleman and start their business that actually SM already have.
B : Why do you still want to join SM?
S : Because I think this is my neighbourhood. So, it is hard to leave the SM. On the other hand,
if we don’t joint with cooperative, our conditions might be even worse.
B : Do you have plan for replanting?
S : We actually have discussion about that. However, it was hard to gather our members then
conduct a meeting regularly. Because we lack of trust to SM. We have an idea to buy new
plantation. So, we can generate profit while we are doing replanting. However, to buy the
plantation we need capital, especially from Bank. Because they can give cooperatives
higher limit than other institutions. But, we can’t comply with their requirements, which is
a sales contract with the buyer. Some of us have replanting insurance, SM advise us to buy
it. It was not obligatory for the members. By paying a certain amount of monthly fee for 5
years, we can get monthly fund and investment when we are doing replanting.
B : What are the effect of improvement activities to SM? For example, implementing new
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knowledge, new technology, replanting insurance, and so on
S : We can work better and faster. For example, at the first time we used notebook or
typewriter to record our business activities, then we bought computers. So, we can record
our activities more efficient, we don’t have to save a lot of paper. It was also easy to find
any documents that we need. In the field, we have now some electric sprayers. When we
used manual sprayer, we can spray around 2 ha/day/person. After we have electric
sprayers, we can spray around 10 ha/day/person. So, it is faster and more efficient. We
have sent our financial report to Public Accountant Firm to be checked, so it trusted. In
sort, the improvement of SM will benefit for the members. However, to implement new
ideas or innovation, the members must agree with it.
B : I think that’s my last question. Thanks for your time Mr. Suryadi.
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Interview 7
Interviewer
: Mr. Bachrum (B)
Respondent
: Mr. Sugiono (S)
Position
: Chairman
Cooperative
: Beringin Jaya (BJ)
Date
: 17 October 2016
Location
: Mr. Sugiono’s House
B : Good afternoon Sir, my name is Bachrum Lubis. I’m student at Wageningen University,
Netherlands. I’m studying Food Innovation and Management in Master level. Mr. Arif
pointed me to come to you with regard to help me with my research. As a part of my study, I
need to make a research. My research is upgrading in palm oil palm value chain. It’s about
the innovation actions or some activities that cooperatives can do better than their
competitor. He would like to send his regards to you. He also said that you’re the right
person to be asked since you knew a lot about Cooperative BJ Would you please help me to
answer some questions?
S : Yes, sure. How did you study there?
B : I got scholarship to study from Minister of Finance, Indonesia. So, I decided to take it and
also to upgrade my education to Master degree.
S : Oh, I see. So, how long will you study there?
B : I already there around a year and I’ll be there until next year. So, in total I have 2 years.
S : Ok, that’s good. So, what do you want to know?
B : Could you please tell me your name and your job position in BJ?
S : My name is Sugiono. I’m the Chairman of BJ 2009 until today.
B : What was your position before become a chairman of BJ?
S : I was a member. In BJ, only its members can be management on board.
B : Where is the location of BJ palm oil plantation?
S : In SP3 or Beringin Makmur Village, Pelalawan.
B : How many members do the cooperative have?
S : We have 500 members.
B : How many ha of plantation the members have?
S : Each of the member has 2 ha of plasma plantation and 0.5 of yard plantation. So, in total we
have 1250 ha of palm oil plantation. Every 20 members created one group. So, we have 25
groups of farmers.
B : Where is the location of BJ?
S : Our location is called SP 3. The name was given by SBP, our foster father. Now the
cooperatives in this area were named ex-Bratasena. We are in Beringin Indah Village,
Pelalawan District.
B : What is the difference between plasma and yard plantation? In term of farming activities, the
design of plantation, the seeds, etc
S : The yard plantation was our responsibility. So we designed it by ourselves. We used Tenera
and Dura. Mostly Dura, might be around 50 – 60%. Those were the only available seeds at
that time. The distance between trees was 6 x 7 m or even 5 x 6 m. Because we expected to
harvest more FFB by planted more trees. In fact, we need to cut some trees to make the
distance between trees wider. In the plasma plantation, we just did what the SBP said, such
as when to harvest, fertiliser, etc. Overall, the farming management is the same between
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yard and plasma plantation.
How did you sell the FFB from plasma and yard plantation?
We combined them, then sold them to the buyer.
How many tons of FFB per month, in average, that SM sold to the buyer?
I think it’s between 1 - 1.3 ton or around IDR 1.5 billion.
Did BJ apply specific method in farming activities? Such as BMP
No, we didn’t. We implemented the farming management that we obtained from SBP.
How did BJ choose the palm oil seeds?
When we came here around 1992, SBP has already planted the palm oil trees. So, we just
worked to grow, maintenance, and harvest them.
How did BJ grow and maintenance the palm oil trees?
When we were still under supervision of SBP, we worked according to the SBP’s
instructions. When they asked to fertiliser, then we fertilised. They taught us how to do
fertiliser, pruning, removing weeds and bugs, and other farming activities. BJ as a
representative of the farmers in Beringin Indah Village. After we became independent
farmers in 1999, BJ played role as a coordinator between farmers. We needed around 2 kg
of Urea Pusri, 1 kg of SP 36 Petrokimia Gresik, and 2 kg of KCL Belarusia per year. If it
was needed, we also used Dolomite. We fertilised and maintenance the plantation every 6
months. We divided the month, the date was decided by the farmer groups. Because of the
lack of availability of fertilisers, sometimes we needed to reduce to doze or postpone the
fertilising. We also did maintenance, such as proning and removing weeds and bugs in those
month. For example, we chose January and July to do those activities.
How did BJ experience lack of fertiliser?
BJ actually have Department of Farming Equipment that took care of fertiliser. However,
other members also have business in that area. So, the members have choice to buy fertiliser
from BJ or others. When the demand was high and supply was low, the price was higher.
The persons who sold fertiliser can take profit until IDR 60000 per bag. When the demand
was low and supply was high, their price can be lower than BJ. We used to take IDR 15000
of profit per bag. Hence, we can’t provide big stock because there was risk that our fertiliser
may not be sold. It was better to sold the fertiliser in low amount but we can sell them all.
How did BJ manage the harvesting?
We set the date of harvesting according to the last number of the date and the lot. Suppose
that today is date 1, then the lot number 1, 11, and 21 are harvested. We hired freelancers to
do our jobs, harvesting, fertilising, and maintenance. We acted as supervisors in the field.
There were freelancers who check the quality of FFB on the trees. When they saw there
were 5-10 FFB fell down to the ground, then it was time the trees to be harvested. Then, we
decided which FFB ready to be harvested. The other freelancers carried the FFB from the
trees to the collection point. Then, the FFB were pondered and loaded to the trucks. The
drivers delivered the FFB to the mill. Once arrived in the mill, the FFB were checked.
Usually, there were rejection FFB, the buyer gave us 2 choices. We took back the rejection
or zonk. We preferred zonk.
What is zonk?
It’s mean that the buyer will reduce some percentage of the total amount of FFB or reduce
the price at certain point.
How many percent the rejection rate of BJ?
It’s around 5%.
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Where did BJ get the FFB?
We got the FFB from our farmers and sometimes from middleman.
Why did BJ buy FFB from middleman?
We didn’t buy it. Because we have uncomfortable experiences before, we actually lack of
trust from the members. So, some of or our members preferred to sell their FFB to the
middleman. The middleman, when they think that the price from BJ higher than their buyer,
then they preferred to sell their FFB through us or maybe when they didn’t have enough
amount of FFB. Then, they preferred to sell their FFB through us. We need them too, since
we wanted to sell more FFB. We need to send minimum 5-7 ton/truck to the mill.
Did you process the FFB? For example, from FFB to oil or soap or other products
No, we didn’t. We just gathered the FFB then sell them to the buyer.
What are the characteristics of FFB that you sold to the buyer?
The FFB should be matured, the yield around 20 – 21%, and the delivery time less than 24
hours. We combined the quality of FFB from plasma, which have around 21-22% of yield
and the FFB from yard, which have around 18-20% of yield. The yield of FFB from
middleman usually around 20-21%. By combining them, we obtained more amount of FFB.
What kind of business department that BJ has?
We have 4 business departments. Firstly, TBS Department that managed the selling FFB
activities. This department decided when and where the palm oil trees need to be harvested.
Also, build a relationship with the buyer. Secondly, Farming Equipment Department that
provided fertilisers, pesticides, axe, hoe, dodos, garukan, etc. Thirdly, Savings and Loan
Department that served the members who want to save or borrow money from BJ. We gave
0.8% of interest per month for the members who save their money and 2% of interest for
borrowing money. Then, Consumer Goods Department that sold daily needs, such as
cooking oil, instant noodle, soap, rice, etc.
Did BJ sell the FFB to the buyer by contract or without contract?
When we came here around 1992 until 1999, we had a contract with SBP. Because we, as a
part of transmigration project, under supervision of SBP. We needed to sell our FFB to them
to repay the palm oil investment. They bought all of our FFB, then we got some percentage
of the sales after the total sales was calculated, minus cost production and investment. As
long as it wasn’t iron, they bought it. That was our metaphor. In 1999, we finally paid off
our investment. The, we became independent farmers. We still supplied FFB to SBP, but
without contract. Then, in 2007, SBP, faced financial problem that lead us to look for other
buyer. Then we came up with SSS, because they have a mill around ex-Bratasena Plantation.
However, in 2013, SSS also faced a financial problem. Then we came back to supply SBP
until now. At that time, SBP has improved their management. We have no contract with
SBP. Two times we faced buyers with financial problem and payment delay, caused lack of
trust from the members.
Why did BJ sell the FFB without contract to the buyer after became independence farmers?
Because we can’t comply with their standard. They can easily find the supplier with quality
of FFB like BJ. We sent our FFB as much as a L300 truck as a sample to them. Then, they
tested them. The results didn’t comply with their requirements. Hence, they offered us to be
a non-contract supplier, since they also needed our FFB.
What are the requirements to be a contract supplier?
Both SSS and SBP have more less the same requirements, which are the yield of FFB is
23% or more, the FFB must perfectly mature, and the delivery time less than 24 hours.
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B : What is the different between contract and non-contract suppliers?
S : For the contract suppliers, they get higher price, don’t have to make a line to enter the mill,
and can renegotiate the price. For the non-contract suppliers, we get lower price, around IDR
100-200 per kg of TBS, than contract suppliers. We also need to make a line to enter the
mill, which lead us to pay more for the transportation cost. Also, we can only follow the
buyers’ price. In order to be a contract supplier, the FFB must have 23% of yield or more,
the FFB must perfectly mature, and delivery time less than 24 hours.
B : What is the effect to BJ if the buyer or smallholders change something? For example, the
requirements from buyer or farming methods from members.
S : Well, if the changing come from the buyer. We need to discuss it first with the members.
For example, the buyer asked us to increase the yield by adding more fertiliser. We couldn’t
do it, because there was no enough fertiliser or the price was too high for us. So, we won’t
change. On the other hand, the members were actually the decision maker. Thus, when they
agreed to implement something new, then we will do it. Supposed that the buyer requires
higher yield of FFB than FFB that we can provide, might be the best way that we look for
other buyers.
B : Could you please tell me the history of BJ?
S : We came here around 1992, mostly from Java, but also from Sumatra. We joined a
transmigration project in this area, organised by Indonesian Government, under supervision
and partnership with SBP. In 1995, we have an initiation to make a cooperative. Then in
1996, we officially established Beringin Jaya Cooperative. The initial equity was obtained
by selling salted fish, which was our food aid from the government at that time. In 1999, we
paid off our investment, then became independence farmers. We decided that SBP as our
buyer since they have a good relationship already with us. Two times we experienced
payment delay because our buyers faced financial problem. In 2007, we started to lack of
trust from the members, then they began to sell their FFB through middleman. The
middleman offered advance payment. Although the price of FFB could be IDR 300 per kg
lower than the price from BJ. They still sold the FFB through them. In fact, some of the
middleman were our members. After several months, finally SBP paid the payment of our
FFB. However, when we faced the same thing in 2013 with SSS. The payment is still in
progress. We even asked the Regent of Pelalawan to collect the payment together with other
Cooperatives ex-Bratasena. We changed the management on board 6 times so far.
B : Where did the capital of BJ come from?
S : Membership dues and a percentage of our profit. We also obtained grant from Cooperative
Agency and SME.
B : Did BJ get capital from other agency? Such as Bank or Government Institution
S : No, we didn’t.
B : Why BJ didn’t get capital other parties?
S : If we have a contract with our buyer, we may have a chance to borrow money from the
bank. We already have a plan for replanting since 2011. However, we have no money to buy
plantation. We got offered to borrow money from PNPM Mandiri, but the credit limit was
too small, maximum IDR 3 billion. We can only buy 12-15 ha of palm plantation with that
limit.
B : What is the plan when BJ face replanting?
S : We advise our members to buy insurance. However, it was not obligatory. They paid certain
amount of money for 5 years. When they are in replanting moment, they will get the
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monthly payment. Also, some of our members already bought other plantation without BJ
involvement.
What kind of equipment did BJ use in daily activities? Both in the plantation and office.
We have building, computers, printer, and other office tools. In the field we use hoe, axe,
manual sprayer, electronic sprayer, brush cutter, sickle, parang, dodos, egrek, tajok, and
garukan.
Could you please tell me the education, experience, and skills that the members have?
Before the members here, they have no experience in palm oil farming. Mostly, they worked
as seller, crops farmers, freelancers, etc. Then, they learned about farming here. Generally,
they have elementary school level education, while some of them have Junior or Senior
High School.
What BJ did to educate its members?
We have regular meeting, monthly, we asked the members to share their experiences in the
meeting. So we can learn each other.
Did BJ get training from other organisation or agency?
Yes, we obtained trainings from Cooperative and SME Agency about management
cooperative, accountancy, leadership, and organisation. Also we have several times
opportunity to visit other plantation, such as Asian Agri and Sinar Mas, even we went to a
plantation in Malaysia.
How was BJ respond to those trainings and new knowledge?
We respond them in positive ways. It means that we followed the training, we welcomed
them. Some of the new knowledge, we implemented it. For example, we now have financial
statement that has been checked by a Public Accountant Firm.
Did BJ get trainings or aids from NGO?
No, we didn’t
Did BJ has certification? Such as ISPO or RSPO.
We didn’t have it. Those certifications are not obligatory for smallholder like us. We may
get it, but it is voluntary, not obligatory.
What if the buyer or the members of BJ demand to have such certifications?
Because we are a cooperative, if the members want to have certification, then we will try to
get it. However, if the buyer demands the certification, we need to discuss it first with the
members. If the members agreed, then we will do certification. If it’s not, then we might
have to look for other buyer that meet with our characteristics. In sort, the decisions of BJ
depend on its members. We can discuss or vote to achieve the agreements. When we
reached the agreements, the members who disagree will still follow the agreement.
How’s the business environment of BJ? Related to supply, demand, and price.
The price followed the economic law, when the demand is higher than the supply, then the
price will increase and the other way around. The price from the buyer depend on the
pricelist from Estate Agency of Riau Province in comparison with 4 big palm oil company,
which are Asian Agri, Sinar Mas, PTPN, and Indosawit. In fact, we always be able to sell
our FFB. But, the price is fluctuated.
Could you please give me the figure on how much the fluctuation on production and the
price?
The productivity of palm oil trees depends on the age. When the trees started to bear fruit, in
the age of 3 years, the production was 1 ton of FFB/month/ha with around 18% of yield.
Then, the production increased until reached peak production in the age of 10 until 20 years,
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4-5 ton of FFB/month/ha with the yield of around 21-22%. After 20 years old, the
production and the yield will decrease. The higher price that we obtained was IDR 2025/kg
of TBS and the lowest price was IDR 600/kg of TBS.
Could you explain to me the cost structure of BJ?
We hired freelancers to do our farming activities. We paid around IDR 13-15/kg of TBS to
them. We paid IDR 140 -150/kg of TBS to rent the truck for transporting FB from the
collection point to the mill. We also gave IDR 40000 for meal allowance. We paid higher
transportation cost since we need to make a line to enter the mill that require more fuel and
freelancers’ salary. Sometimes, it was also because the road was bumpy after rain, as you
can see the road in this area is mostly hard soil. The sales that we obtained from FFB was
calculated, minus production cost such as transportation, fertiliser, salary for freelancers,
consumer goods, and other services, then we gave the rest of it to the members.
Why did BJ prefer to rent trucks?
We actually wanted to make Department of Transportation. However, it was difficult for us
to gather the capital to invest in trucks. We’re late, because other members have already
started business in transportation. If we then create the Transportation Department, it will
compete with the members.
Oh, I see. What did BJ do with the profit?
We divided the 40% of profit to members, 40% to add equity, 10% for social activities. And
10 % for management on board. The members will get some percentage of 40%, depend on
how much they contribute to BJ. We gave 10% for charity such as medical aids, scholarship,
construction of public facilities, etc.
Do BJ still need help or advice to solve daily problem that may occur?
I don’t think so for the daily problems. However, for the extreme problems, we may need
help. Such as, we are still waiting the payment from SSS. We, together with other
cooperatives ex-Bratasena, asked help to Pelalawan Regent for demanding our payment
from SSS. Also, we need update information about diseases or new farming technologies or
methods that we may apply to BJ.
I wish BJ will be better in the future. That’s all my questions. Thanks for your time Mr.
Sugiyono.
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Interview 8
Interviewer
: Mr. Bachrum (B)
Respondent
: Mr. Mistarom (M)
Position
: Farmer/Member
Cooperative
: Beringin Jaya (BJ)
Date
: 17 October 2016
Location
: Mr. Sugiono’s House
B : Good afternoon Sir, my name is Bachrum Lubis. I’m student at Wageningen University,
Nehterlands. I’m doing Master Thesis as a part of my study. My thesis is about upgrading in
palm oil cooperatives value chain, activities that a cooperative can do better than the others.
Mr. Sugiono introduced me that you have joined with BJ since from the beginning and has a
lot of experience as a farmer and also members of BJ Cooperative. I would like to ask for
your help to answer some questions related you daily activities. Would you mind if I ask
you some questions?
M : Yes, sure. I hope that I can answer your questions.
B : Well, let’s start with the first question. What is your name?
M : My name is Mistarom, I’am the member of BJ Cooperative.
B : Since when you became a palm oil farmer here?
M : I came here as a part of transmigration project in 1993.
B : How did you manage the farming activities?
M : We hired freelancer to do our job in the field. We supervise them. Basically, our jobs were
maintenance and harvesting. When we were here, SBP planted the palm oil already. We
divided the task into teams. The maintenance team jobs are fertilising, pruning, spraying,
removing weeds and bugs. The harvesting team jobs are checking the quality of FFB in the
trees, deciding which FFB are ready to be harvested, and delivering the FFB to collection
point. If they found 5-10 FFB fell on the ground, which mean that the palm oil trees were
ready to be harvested. We rented trucks to send our FFB from collection point to the mill.
B : How did BJ contribute to the farming activities?
M : BJ arranged the schedules of maintenance and harvesting. We did maintenance every 6
months and harvesting every 10 days for the same lot. For example, we agreed to do
maintenance in January and July, the date depends to the farmer groups. If today is date 1,
then the group farmers number 1, 11, and 21 will do harvesting today. BJ also managed to
sell our FFB and distribute the payment to the members. We got the payment by reducing
sales with production cost and other services that we used through BJ. Sometimes, the
members sold their FFB to the middleman but used BJ to do maintenance. For them, if the
bills are higher than the sales that BJ received from them. Then BJ will charge them later.
B : What kind of activities did you do in maintenance and harvesting the plantation?
M : We obtain the palm oil farming knowledges from SBP. They taught us how to harvest and
maintenance palm oil trees. We fertilised them with approximately 2 kg of Urea, 2 kg of
KCl, and 1 kg SP 36. The amount of fertilisers that we used depend on the stock and price.
When the stock was low or price was higher, then we need to reduce or even postpone the
fertiliser. We spread the fertiliser on top of the ground, near the palm oil trees. We gave 10
days as interval between fertilisers. The order of the fertiliser doesn’t matter. For
maintenance, we did pruning, removing weeds and bugs, spraying with pesticides, and
cutting the grass. We did maintenance every 6 months or when need it.
B : You said about low fertilisers stock and high price of fertilisers. How can those problems
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occur?
Some of the members started to sell fertilisers, pesticides, and other farming equipment.
Then, they became competitors for BJ. Because the market share was reduced for BJ. So, BJ
prefer to reduce the stock of fertiliser but was able to sell them than took a risk by selling in
a big amount. In fact, we sort of fertilisers. When the stock was low, but the demand was
high. The price increased.
Why some of the members sold their FFB to middleman?
Because we faced payment delay two times. Since then, the members were lack of trust to
BJ. So, they preferred to sell their FFB to middleman. They can pay in front. Some of the
members think that they were secured because the middleman paid in front. However, the
price from middleman is lower around IDR 200-300/kg of TBS than the price from BJ.
Why did you join with BJ? Why don’t you join with other cooperatives?
Because I lived in Beringin Indah Village, so I have to join with BJ Cooperative. The
location determined in which cooperative we became the members. However, I have no
regret since we are here already feel like brother. We also joined the cooperative, because it
made our life easier. BJ has better guarantee that our FFB will be sold with suitable price.
BJ helped us to monitor the quality of our plantation that lead to higher production. BJ
provided us with consumers good, farming equipment, and savings and loan services. The
most convenience thing that we can owe the services. It means we can use the services and
pay later.
Did you get healthcare facilities, better education, and stronger bargaining power?
Most of the members have Elementary School education. It provided enough us for basic
knowledge, we know how to read, write, and calculate. Some of the members graduated
from Junior or Senior High School. BJ doesn’t provide us with healthcare facilities, but they
have medical aid, if somebody need it. BJ also gave some of the profit to schools in
Beringin Indah Village as scholarship. Compared with selling our FFB alone, BJ provided
us with higher bargaining power to the buyer. Because we combined the cost for
freelancers’ salary, farming equipment, and transportation, the production cost was lower.
BJ also gave letter of guarantee if we want to borrow money from Bank.
What activities that the members do through BJ?
BJ has 4 business department. We sold our FFB through BJ, especially FFB Department
that handle the transaction. We bought daily needs from Consumer Goods Departments
such as cooking oil, rice, sugar, and etc. Also we bought our daily farming equipment from
Farming Equipment Department. I borrow the money from Savings and Loan Department,
but some of us also save the money there. We discussed the problems, information sharing,
also through BJ.
How does the cooperative assist in maintaining volume, quantity, and price of FFB?
By regular checking to our plantation and give advices. If it is needed, the cooperative will
call an expert to give suggestions or trainings.
If the BJ demand to its members to implement new rules or activities. How the members’
response?
BJ act as a cooperative. So, the decisions depend on the members not the cooperative or the
management on board. The management on board are actually the members. Only the
members can be the management on board. They just apply our decisions. I think that it is
impossible for BJ to apply new rules to its members. However, if the members agreed to do
something new, for example we change our fertilising method or harvesting schedule, then
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all the members will follow it. We entrust the financial report to Public Accountant Firm to
be checked, as a result the members trust and satisfy with that action.
How did BJ make decisions?
We discuss the ideas or problems until we agree at certain point. Also we used voting one
member one vote, then decide the decisions based on the most votes.
How did you acquire knowledge and skills? For example, the farming methods, the
cooperative organisation, and so on.
We learned to be palm oil farmers from SBP. When we were under supervision of SBP. We
worked according to the instructions of SBP. Then, time by time, we get used to do it. We
are now under supervision of Cooperative and SME Agency. They provided us with
training in accountancy, management, leadership, and organisation. They also invited us to
visit Sinar Mas, Asian Agri, and plantation in Malaysia. We welcomed those activities,
since we also need to know what happen outside and perhaps we got the figure about how to
improve our plantation. We also have regular meeting to share our knowledge or
experiences to each other.
Did you have certifications in farming or other specializations??
We didn’t have any certifications.
Did you have experiences about palm oil farming before you come here?
I used to work as a seller before came here. I studied about palm oil since I was here.
With the experiences and knowledge that you have. How those affect your work?
I think we can work better. Since we already when to do what and where, so we can make a
good plan and work more effective and efficient. We also be able to solve our problems.
Do you still need help from other agencies to solve your daily problems?
Yes, I think we still need helps. Especially the update information about plant diseases, new
seeds, and farming methods that we may apply to our plantation.
I think that’s all my question. Thanks for your time Mr. Mistarom.
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Interview 9
Interviewer
: Mr. Bachrum (B)
Respondent
: Mrs. Dewi (D)
Position
: Section Head of Business Development
Company
: Cooperative and Small Medium Enterprise Agency Pelalawan
Date
: 22 October 2016
Location
: Panca Ekatama Cooperative Office
B : Good morning Mrs. My name is Bachrum Lubis. Mr. Arif introduced me that you’re an
employee of Cooperative Agency Pelalawan. As a part of my study, I need to make a
research. I’m studying Food Innovation and Management, Master level, at Wageningen
University, Netherlands. Would you mind if ask you a couple of questions?
D : Could you show me some papers?
B : Do you mean the permission letter? Yes, I have it. Here you go.
D : Oh ok. I think it’s fine. So, what is the topic of your research?
B : My research is about upgrading activities in palm oil value chain, my focus is on
cooperative perspective. The upgrading activities is some actions or activities that you can
do better than others. My scope is cooperative ex-Bratasena.
D : Oh, I see. So, what do you want to know?
B : Could you please introduce yourself? Like your name, jobs, and your company or agency.
D : Well, my name is Dewi Khairina. I work as section head of Business Development for
Cooperative and Small Medium Enterprise Agency Pelalawan. I managed the relationship
with cooperative, provide them with trainings.
B : What kind of training that you provide to the cooperative?
D : The training was about how can they improve their business, such as accountancy,
management cooperative, leadership, and we also invited them to go to Malaysia to see how
the Palm Oil Industry work there. It was to make they have wide knowledge about palm oil
industry.
B : What about the training to improve their production?
D : We don’t do that, because it is not our jobs. The production of FFB, I think you can ask The
Estate Crops Agency. We focus on how can they run their business.
B : What about your contribution to the marketing activities of the cooperative?
D : We don’t do that either. We focus to on how they can manage their company better.
B : Did you facilitate development and power performance of the cooperative?
D : No. We didn’t do that. We just provided them training or seminar to develop their
performance.
B : You said before that your agency provided some trainings or seminars, could you please
explain to me about the trainings?
D : We gave seminar about management cooperative, we informed them how to manage the
cooperative business to be more effective and efficient. We also educated them about
accountancy, especially on how to make financial report and advised to send it to Public
Accountant Firm. The cooperatives, as I know, decided their business strategy by
democratic way. So, we made seminars about leadership, we invited their leader. Last year,
we asked two persons from every ex-Bratasena cooperatives to be the representative to
follow excursion to Malaysia.
B : What was the effect of the seminars or training to the cooperatives?
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D : Well, basically, we just tried to share our knowledge or encouraged them to do better, but of
course we can’t force them to change. It’s their decision on how they are going to use the
new knowledge that they gained. For example, the cooperatives had regular meeting, it’s
more effective to the cooperatives, the financial statement that has been checked by Public
Accountant was more accurate and can be used to apply credit from Bank or others. Their
leader knew how to act as a representative of the cooperatives and also lead the meeting,
how to vote or how to discuss.
B : How do you think the seminars or training influence them to change or better?
D : As I know, for example, when we gave seminar about accountancy. We advised them to
send their financial statement to the Public Accountant Firm. Then, they discussed it with
the members. Because it’s costly and confidential. However, they decided to do it, because
they believed, by using Public Accountant Firm, would be the key to access credit from
Bank or others funding. So, I think when the cooperatives have the resource to do it and the
valuable to the cooperatives, they will change.
B : Oh, I see. What do you mean by the resources?
D : I mean people who know to do it and money.
B : So, people and money, very interesting. Do the cooperatives require certification like ISPO
or RSPO?
D : No, they don’t. Because the plantation is an independent plantation, which mean the
plantation is not a part of Company, so they are free to choose whether they want to be
certified or not.
B : What is the effect for the cooperatives that have or have no certification?
D : Do you mean for the ex-Bratasena plantation?
B : Yes.
D : Of course there is no effect, because it has been state that from legal term. They can do
plantation without any certificate. Also they only have local buyers, as I know. Even if they
have the certification, I don’t think the buyer will give a better price for their FFB.
B : Oh I see. I think that’s my last questions. Thanks for your time.
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Appendix 6. Pictures of Field Research

1. Interview with
Mr. Arif

2. Fruitlets of PETA

3. Yard Plantation
of PETA

4. The Office of SM

5. Plasma Plantation of
PETA

6. Yard Plantation of BJ

7. The Office of BJ

8. Collection Point Activities
of PETA

9. Entering the Mill
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Appendix 7. The FFB Price, Production, and Patronage Refund

Year

1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
Sept. 2016

FFB
Price/ kg
(IDR)
398.04
424.18
361.25
376.78
568.89
633.37
621.86
580.08
726.41
1279.36
1539.84
1321.73
1539.7
1696.1
1478.4
1454.02
1726.31
1315.08
1588.64

PETA
FFB
Patronage
Production/
Refund/
Month/ha
Member (IDR)
(kg)
1316.57
47571.32
1322.51
59884.73
1462.79
73707.37
1529.06
84630.95
1548.38
117317.09
1617.54
115741.83
1629.03
114336.57
1543.26
109641.59
1640.97
100358.87
1646.01
127338.09
1978.28
178412.36
1803.07
207341.17
1818.55
245589.63
2270.34
226494.46
2188.48
204322.70
1908.36
300562.72
1948.11
220603.52
2001.58
219233.87
1727.94
N/A

FFB
Price/ kg
(IDR)
398.04
420.15
309.25
316.78
529.37
602.37
578.86
542.08
677.41
1212.36
1494.84
1284.73
1453.7
1657.1
1427.4
1387.02
1687.31
1284.08
1553.64

SM
FFB
Production/
Month/ha
(kg)
1183.26
1082.79
1299.28
1227.19
1272.13
1255.37
1423.1
1402.42
1514.11
1485.67
1757.14
1517.45
1496.09
1451.49
1776.13
1527.48
1736.91
1746.76
1538.47

BJ
Patronage
FFB
FFB
Patronage
Refund/
Production/
Price/ kg
Refund/
Member
Month/ha
(IDR)
Member (IDR)
(IDR)
(kg)
33822.89
398.04
1209.59
33061.75
41140.41
414.57
1175.37
37786.87
44495.59
323.25
1147.7
50605.60
58817.94
348.78
1374.23
52307.21
80106.66
511.89
1368.04
74293.45
71526.65
534.58
1298.04
75231.27
76156.17
535.86
1405.18
77162.43
68740.82
570.66
1365.47
77077.31
61956.64
698.41
1315.55
71671.49
70059.89 1210.36
1437.93
65362.25
72025.90 1504.84
1649.09
61770.95
69687.65 1359.98
1596.67
66157.05
81965.46
1505.7
1488.49
70179.16
77176.26
1650.1
1812.24
81149.38
90503.91
1442.4
1679.04
83755.46
81067.79 1406.02
1822.37
71895.99
85895.99 1650.23
1602.69
82055.48
86289.04 1270.08
1706.72
81796.78
N/A
N/A 1537.64
1671.8
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Appendix 8. The Oil Extraction Rate of Ex-Bratasena Cooperatives
Year
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
Sep/16
Average

Oil Extraction Rate (%)
PETA
SM
BJ
19.77
19.57
19.37
21.55
21.12
21.09
23.02
22.52
22.31
23.83
22.91
22.74
24.58
22.62
22.84
24.79
22.56
22.66
24.95
22.95
22.98
24.77
22.43
22.44
24.28
21.74
22.31
24.11
20.49
21.22
23.96
20.13
20.73
23.59
19.58
20.05
23.20
20.16
20.18
23.19
19.92
19.48
23.16
18.99
18.76
23.05
17.98
17.29
22.62
18.10
18.32
22.12
18.14
18.14
22.32
18.08
18.30
23.31
20.53
20.59
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Appendix 9. Members Satisfaction Score
Respondents Response
Disagree Neutral Agree Strongly Agree Final Score Average Score
2
3
4
5
PETA
18
32
232
4.64
Q1: I always sell my FFB through cooperative.
SM
7
34
9
152
3.04
BJ
3
38
9
156
3.12
PETA
17
33
233
4.66
Q2: Cooperative gives me a competitive price for my FFB.
SM
10
20
20
160
3.20
BJ
11
36
3
142
2.84
PETA
17
33
233
4.66
Q3: Cooperative provides me with the services that I need (training, certification, credit,
SM FFB transport, selling fertilizer, consumer goods,
7 seeds, etc).
9
28
6
183
3.66
BJ
27
6
12
5
145
2.90
PETA
21
29
179
3.58
Q4: I receive other benefits by being a member of cooperative (e.g. health insurance,
etc). 27
SMtuition fee subsidy for Childs, pension fund, loan and
3 saving,20
174
3.48
BJ
7
20
23
166
3.32
PETA
20
30
230
4.60
Q5: Cooperative solves the problems that I face as a smallholder (e.g. high marketing
SMrisk, low income, high production cost, etc).
12
33
5
193
3.86
BJ
5
41
4
199
3.98
PETA
12
38
238
4.76
Q6: I come to every meeting, held by cooperative.
SM
6
13
30
1
176
3.52
BJ
32
18
168
3.36
PETA
23
27
227
4.54
Q7: I think cooperative takes into account my ideas.
SM
15
28
7
192
3.84
BJ
23
27
177
3.54
PETA
18
32
232
4.64
Q8: I care about other members of cooperative.
SM
31
19
219
4.38
BJ
42
8
208
4.16
PETA
43
7
207
4.14
Q9: I think that the leaders of the cooperative always decide in my interest
SM
3
30
17
164
3.28
BJ
33
17
167
3.34
PETA
35
15
215
4.30
Q10: I think cooperative has better services than others cooperatives.
SM
9
15
26
167
3.34
BJ
5
31
14
159
3.18
PETA
28
22
222
4.44
Q11: I think cooperative offers more benefits than other cooperatives.
SM
6
19
25
169
3.38
BJ
1
37
12
161
3.22
PETA
27
23
223
4.46
Q12: I prefer to join cooperative than another cooperative.
SM
12
20
18
156
3.12
BJ
2
32
16
164
3.28
PETA
29
21
221
4.42
Q13: I will recommend other smallholders to join cooperative.
SM
21
25
4
133
2.66
BJ
10
39
1
141
2.82
PETA
21
29
229
4.58
Q14: My choice to join cooperative was a wise one.
SM
41
9
159
3.18
BJ
17
20
13
146
2.92
PETA
20
30
230
4.60
Q15: Overall, I am satisfied with the performances of cooperative.
SM
35
15
165
3.30
BJ
42
8
158
3.16
Questions

Cooperatives

Strongly Disagree
1

111

Appendix 10. General Background of The Respondents

Valid

PETA

Valid
Valid

SM
BJ

Which cooperative you became a member?
Frequency
Percent
Valid Percent Cumulative Percent
50
100.0
100.0
100.0
50
50

Valid PETA Male
Valid SM
Valid BJ

Male
Male

41 - 50
Valid
51 or above
PETA
Total
41 - 50
Valid
51 or above
SM
Total
Valid
BJ

100.0
100.0

100.0
100.0

100.0
100.0

What is your gender?
Frequency
Percent
Valid Percent Cumulative Percent
50
100.0
100.0
100.0
50
50

100.0
100.0

100.0
100.0

100.0
100.0

How old are you?
Frequency
Percent
Valid Percent Cumulative Percent
26
52.0
52.0
52.0
24
48.0
48.0
100.0
50
29

100.0
58.0

100.0
58.0

21
50

42.0
100.0

42.0
100.0

100.0

41 - 50
51 or above

26
24

52.0
48.0

52.0
48.0

52.0
100.0

Total

50

100.0

100.0

58.0

What is the highest level of education you have completed?
Frequency
Percent
Valid Percent
Cumulative Percent
Less than Senior High School
32
64.0
64.0
64.0
Valid
Senior High School
18
36.0
36.0
100.0
PETA
Total
50
100.0
100.0
Less than Senior High School
35
70.0
70.0
70.0
Valid
Senior High School
15
30.0
30.0
100.0
SM
Total
50
100.0
100.0
Less than Senior High School
44
88.0
88.0
88.0
Valid
Senior High School
6
12.0
12.0
100.0
BJ
Total
50
100.0
100.0
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How many years you been a member of this cooperative?
Frequency
Percent
Valid Percent Cumulative Percent
Valid PETA 16 - 20 years
Valid SM
16 - 20 years

50
50

100.0
100.0

100.0
100.0

100.0
100.0

Valid BJ

50

100.0

100.0

100.0

16 - 20 years

How much average income/month do you earn as a member of this cooperative?
Frequency
Percent
Valid Percent Cumulative Percent
IDR 6 - 10 million
Valid
IDR 11 - 15 million
PETA
Total
Less than IDR 5 million
Valid
IDR 6 - 10 million
SM
IDR 11 - 15 million
Total
Less than IDR 5 million
Valid
BJ

IDR 6 - 10 million
IDR 11 - 15 million
Total

21
29

42.0
58.0

42.0
58.0

50
16
18
16
50
20

100.0
32.0
36.0
32.0
100.0
40.0

100.0
32.0
36.0
32.0
100.0
40.0

21
9
50

42.0
18.0
100.0

42.0
18.0
100.0

42.0
100.0
32.0
68.0
100.0
40.0
82.0
100.0

How much average income/month do you earn outside as a member of this cooperative? if any.
Frequency
Percent
Valid Percent Cumulative Percent
Less than IDR 5 million
34
68.0
68.0
68.0
Valid
IDR 6 - 10 million
9
18.0
18.0
86.0
PETA
IDR 11 - 15 million
7
14.0
14.0
100.0
Total
Less than IDR 5 million
Valid
SM

Valid
BJ

50
32

100.0
64.0

100.0
64.0

64.0

IDR 6 - 10 million
IDR 11 - 15 million

9
6

18.0
12.0

18.0
12.0

82.0
94.0

IDR 16 - 20 million
Total

3
50

6.0
100.0

6.0
100.0

100.0

Less than IDR 5 million
IDR 6 - 10 million

32
9

64.0
18.0

64.0
18.0

64.0
82.0

7
2

14.0
4.0

14.0
4.0

96.0
100.0

50

100.0

100.0

IDR 11 - 15 million
IDR 16 - 20 million
Total

113

