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ABSTRACT

Farmers institution is an organization that allows farmers to carry out farm
agribusiness activities, from upstream (input) to downstream (processing and
marketing), and connect with stakeholders. This study aims to investigate the
institutional performance of dairy farmers and analyze its impact on resources.
The research was conducted on May to September 2019 in Pujon sub-district,
Malang district, East Java. The respondents were the 174 farmers registered as
the member of Tirtasari Kresna Gemilang Joint Business Group (KUB). The
data collection utilized Focus Group Discussion (FGD), observation, and survey.
The survey was held through interviews and questionnaires with +1 to +5 Likert
scale. The variables of this study were institutional performance (X), economic
resources (Y), environmental resources (Y2), and social resources (Y3). The data
was analyzed using the PLS (Partial Least Square) method. The result of the
study shows that institutional performance affects economic, environmental,
and social resources 31.3%, 21.9%, and 45.6%, respectively. This study
concluded that the institutional performance of dairy farmers positively and
significantly influences the economic and social resources, but insignificantly
influences environmental resources.
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INTRODUCTION

Farmers institution is an organization that allows cattle farmers to carry out on-farm
agribusiness activities, from upstream to downstream, and connect with stakeholders. The
institutional role is essential and strategic in realizing cooperation and network with
stakeholders as an attempt to build and strengthen the institution. This aims to encourage
the growth of the more efficient, effective, and continuous on-farm agribusiness.

The reinforcement of institute for animal husbandry is the means to improve the
institutional capacity through business managerial enhancement, development, and business
diversification built in a business institution. The institutional reinforcement aims at
strengthening society's independency in establishing continuous animal husbandry. The
means of animal husbandry empowerment and competitive farmers institutions were done
through the policy for strengthening farmers institution’s capacity to reinforce farmers'

institutional economy.
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Government Regulation of the Republic of Indonesia Number 6 of 2013 concerning
Farmer Empowerment defines farmers empowerment as all means done by the government,
provincial government, city/district government, and stakeholders in the field of animal
husbandry and animal health to improve self-direction, provide convenience and business
progress, and improve the competitiveness and welfare of farmers.

Farmers institution is potential to form and develop its institution, as long as it
meets the needs to develop livestock farming business. Anantanyu (2011) explained that the
farmers institution in rural areas contribute to the acceleration of farmers' socio-economic
development, access to agricultural information, access to capital, infrastructure, and
market. The market that established through agriculture and animal husbandry commodity
is oligopsony, where traders' offer is more intense and caused the need of institutional
empowerment on the level of farmers or breeders (Abubakar et al., 2013).

Amam and Harsita (2019%) stated that institutional performance positively and
significantly influences farmers' Human Resources (HR). This shows that the better the
farmers institutional performance, the better the farmers' HR formed. Amam and Soetriono
(2019) stated that institutional performance positively influences the development of
livestock farming business. The positive impacts of institutional performance on farmers HR
(Amam and Harsita, 2019") and livestock farming business development (Amam and
Soetriono, 2019), thus, the relevance of this research is to examine the effects of
institutional performance on livestock business resources. The institute for animal
husbandry that works as the object of this study is Tirtasari Kresna Gemilang, a Joint
Business Group (KUB) institutional dairy cattle farmers.

Tirtasari Kresna Gemilang KUB is an institutional dairy farmers located in Malang
district, East Java province. Tirtasari Kresna Gemilang KUB is an institution formed in 2017
and incorporated with a Decree of the Minister of Law and Human Rights of the Republic
of Indonesia Number AHU 0010084 - AH.01.07. The office is located at JI. Keramat No. 17
Ngabab, Pujon sub-district. Tirtasari Kresna Gemilang KUB has 174 dairy farmers as the
members.

The condition of dairy farmers HR in Tirtasari Kresna Gemilang KUB often
intersects with social, politic, and culture interests. This is the impact of Malang district
development, especially Pujon sub-district as one of the tourism objects that attract tourists;
thus, the use of land and the role of resources division became separate issues in livestock
farming business development (Soetriono and Amam, 2020). Ironically, Malang district
becomes the National Dairy Farms Area (KPSPN) in accordance with the Decree of the
Minister of Agriculture of the Republic of Indonesia Number 43/ Kpts/ PD.010/ 1 of 2015,
causes various efforts continue to be made to develop dairy cattle business. One of the
means is through maximizing the potential of dairy cattle business resources (Soetriono et
al.,, 2019). Proyono and Priyanti (2015) stated that the establishment of dairy cattle
development areas was carried out in relation to the national dairy industry development

planning.
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Resources is important in the development of livestock farming business (Amam et
al., 2019%; Amam et al., 2019°; Amam et al., 2019%). Amam et al. (2019°) explain that farmers
HR and farmers accessibility on economic resources, environmental resources, and social
resources influence the development of livestock business by 34,1%, thus, resources play an
important role in livestock business development (Amam and Soetriono, 2020) and farmers
HR (Amam et al., 2019Y). Amam et al. (2019?) also states that the livestock business resources
are financial resources, technology resources, and physical resources (Amam et al., 2019
Amam et al., 2020). Livestock business resources also consist of economic, environmental,
and social resources (Amam et al., 2020°).

This study aims to investigate the institutional performance of dairy farmers and
analyze the effects on the resources. The resources included economic resources,
environmental resources, and social resources. The resources were part of the three pillars of
livestock business. Amam and Harsita (2019°) states that there are three pillars in livestock
business which are breeding, feeding, and management. The research was conducted at
Tirtasari Kresna Gemilang KUB, Malang district. The novelty of this research is to find the
accessibility of dairy farmers resources influenced by the institutional performance of
Tirtasari Kresna Gemilang KUB dairy farmers. Siswijono et al. (2014) stated that the
development of farmers institution needs to consider the economic, technical, and social
aspects.

METHODS

This study used expost facto research approach. The data were collected from May to
September 2019 at Pujon sub-district, Malang district, East Java. The research location was
determined through purposive sampling with the consideration that Malang District is one
of the National Dairy Farm Area (KPSPN) in accordance with the Decree of the Minister of
Agriculture of the Republic of Indonesia Number 43/ Kpts/ PD.010/ 1 of 2015. The
respondents were the members of Tirtasari Kresna Gemilang Joint Business Group (KUB).
The number of the respondents were 174 dairy farmers (total sampling). The data were
collected through Focus Group Discussion (FGD), observation, and survey. The survey was
done by distributing questionnaires and conducting interviews. The questionnaires were +1
to +5 likert scale. The scale +1 showed that the respondents strongly disagree, scale +2
showed that the respondents disagree, scale +3 told that the respondents were neutral, scale
+4 indicated that the respondents agree, and scale +5 indicated that the respondents
strongly agree. The research variables consisted of institutional performance (X), economic
resources (Y1), environmental resources (Y2), and social resources (Y;). The X was an
exogenous variable, while Y was endogenous variable. The indicators of each variable are
defined in Table 1.

Amam et al. (2019f) states that institutional performance of dairy farmers is about
the good and poor performance of the farmer institution. Economic resources are the
resources accessible by the farmers closely related to farmers' current economic condition.
Environmental resources are resources accessible by the farmers closely related to livestock
condition and issues. Social resources are resources accessible by the farmers closely related
to farmers’ social relation.
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TABLE 1. RESEARCH VARIABLES AND INDICATORS

Variable Indicator Notation
Institutional performance  group tools Xia
(X) group goals achievement Xi2
group functions and task Xi3
group structure Xi4
group harmony Xis
institutional from Xis
Economic resources (Vi) formal education of farmers Vi
informal education of farmers Yi2
family labor involvement level Yis
family health status Yig
family nutrition consumption Yis
house comfort level Yig
opportunity to use spare time for recreation Y17
farmers” credibility level Yig
Environmental resources air pollution level Yar
(Y2) soil contamination level Y22
water pollution level Y23
noise pollution level Y24
utilization of cow dung as fertilizer Yas
utilization of agricultural waste as animal feed Ya4
Social resources (Y) farmers’ role in community organization Yai
coordination relations with other farmers Ys2
relations with village officials Y3
relations with livestock health workers Y4
relations with animal husbandry department Yis
relations with animal feed companies Yis
relations with field counselors Y37
relations with financial institutions Yis
relations with dairy processing industry (IPS) Va9

Based on the description of research variables and indicators in Table 1, the
relationship model between variables is shown in Figure 1.

The hypothesis built based on Figure 1 was that the institutional performance of
dairy farmers positively influenced economic, environmental, and social resources. The data
analysis utilized PLS (Partial Least Square) method with SmartPLS2.0. tools. PLS method
generally consists of two types of test i.e. outer model and inner model. Outer model test is
the evaluation of measurement model and weighting schemes. Outer model test consists of
outer loading value (indicator test), AVE (Average Variance Extracted) value, CA
(Cronbach’s Alpha) value, and R2 value. Inner model test is the evaluation of structural
model or influence test of exogenous variables toward endogenous variables. Inner model
test consists of coefficient of determination value, t-statistic value, and parameter coefficient
value.
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FIGURE 1. RELATIONSHIP MODEL BETWEEN VARIABLES
Based on the description of variables and indicators in Table 1 and the relationship

model between variables in Figure 1, the mathematical equation obtained is as follows:

Exogenous latent variables (X)/reflective

Xi1 =i &) + 6 Xi4 = (A4 &) + 64

Xi2 = &) + 6, Xis =(As&1) + &5

Xi3 =As&) + 65 X6 = (A6 &1) + 86
Endogenous latent variables (Y;)/reflective

Yii =(Arm) *+ & Yis =Aum) + &

Yi =@Asm) *+ & Yis = AM) * &

Yis =QAom1) + & Yis =AsM) + &

Yi4 = (AomM1) * & Yis = (A14m1) + &
Endogenous latent variables (Y;)/reflective

Y =AM + & Y4 =AM+ &

Y22 = Am) + €50 Yas = Ao+ €53

Y23 = A+ &y Yo = Aom) + €44
Endogenous latent variables (Y3)/reflective

Y. =AM+ €55 Y4 = Aums) + g5 Y
Ys., =AMy + &6 Yss = Asm3) + €49 Yss
Yss = Ay + ey Yss = (AeMms) * €20 Yso
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RESULT AND DISCUSSIONS

The research indicators were tested with PLS (Partial Least Square) method. The
results of indicator test were the outer loading value on outer model system. The indicators
considered valid and qualified were those with >0.500 outer loading value. Indicators with
<0.500 outer loading value were considered invalid and not qualified, thus, they needed to
be eliminated from model. The indicator test results are defined in Table 2.

TABLE 2. INDICATOR TEST RESULTS

Indicator X Y, Y Y Result
Xi 0.912 valid
X2 0.756 valid
X3 0.884 valid
Xi 4 0.526 valid
Xis 0.714 valid
Xi 4 0.845 valid
Y1, 0.964 valid
Y]»g 0.816 valid
Y]_4 0.649 valid
Y]»5 0.552 valid
Y]»(, 0.533 valid
Y]_7 0.547 valid
Y]»g 0.747 valid
Yo 0.678 valid
\ Y 0.512 valid
Yos 0.834 valid
Yo 0.819 valid
Ys 0.953 valid
Ys, 0.826 valid
Yss 0.612 valid
Ys, 0.532 valid
Ys, 0.674 valid
Ysg 0.889 valid
Y3.9 0.825 valid

Description: Quter Loading Value After Eliminating Invalid Indicators

Outer model system assembled criteria including AVE (Average Variance Extracted)
value, CA (Cronbach’s Alpha) value, and R Square value. The results of outer model test are
defined in Table 3.

TABLE 3. RESULTS OF OUTER MODEL TEST

Variable Notation AVE A '
Institutional performance X 0.844 0.873

Economic resources Y 0.825 0.848 0.313
Environmental resources Y, 0.723 0.765 0.219
Social resources Ys 0.938 0.864 0.456

Model test for influence or structural test consists of coefficient of determination
value, tstatistic value, and parameter coefficient value. The results of inner model test are

defined in Table 4.
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TABLE 4. RESULTS OF INNER MODEL TEST

Test Value Description
Coefficient of determination (R?)

a.  Economic resources 0.313

b.  Environmental resources 0.219

¢ Social resources 0.456
t-sfatistic

. X—oV 2.906 significant

bh. X—V, 1.615 insignificant

. X—o 3.854 significant
Parameter coefficient

. X—oV 0.215 positive influence

bh. X—Y, 0.188 positive influence

. X—oV 0.347 positive influence
t table: 1.653

The Influence of Institutional Performance on Economic Resources

The economic resources of dairy farmers are influenced by the institutional
performance by 31,3%. Institutional performance positively and significantly influences
economic resources by 0.215 (2.906 > 1.653). It shows that dairy farmers institution in
Tirtasari Kresna Gemilang Joint Business Group (KUB) positively influences the economic
resources of dairy farmers. The better the institutional performance, the bigger the access of
farmers to economic resources.

The institutional performance of Tirtasari Kresna Gemilang KUB positively
influences economic resources of dairy farmers. The excellent institutional performances are
group facilities, group achievement goals, group function and group tasks,
group/organizational structure, harmony among dairy farmers, dairy farmers institutional
model that is considered able to improve farmers' welfare. According to Mauludin et al.
(2012), institutional role as a production unit needs to describe the group function in
encouraging efficient economic scale achievement in producing results.

Such institutional conditions can positively influence the farmers' accessibility to
economic resources. Farmers can notice the impacts due to economic improvement. Dairy
farmers' economic improvement is also supported by tourism development in Malang
district, especially Pujon sub-district. Tourism development allows the farmers' income to
increase because one of the market orientation of dairy processing industry (IPS) in home
industry (IRT) scale is tourists.

However, tourism also negatively impacts the development of cattle business. It is
due to the distribution of resources role such as land use. The empty lands that were once
planted with forage were turned into parking lot and street vendor stalls. This condition
inhibits the availability of forage.

Generally, the role of Tirtasari Kresna Gemilang KUB has accommodate the dairy
farmers. Hidayanto et al. (2009) states that institutional development is necessary due to
several factors: a) many agricultural problems can be solved through farmers institutions, b)
knowledge and technology routine sharing, c) establishing competitive farmers with a more
open economic structure, and d) strengthening cooperation in the use of resources to be
more efficient.
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The Influence of Institutional Performance on Environmental Resources

The environmental resources of dairy farmers are influenced by the instututional
performance of dairy farmers by 21,9 %. Institutional performance positively but
insignificantly influences environmental resources by 0.188 (1.615 < 1.653). It shows that
dairy farmers institution in Tirtasari Kresna Gemilang KUB (Joint Business Group)
positively influences the environmental resources but the farmers have not received the
benefits yet. The KUB performance has not reduced the level of air, water, and soil
pollution, as well as noise pollution as the impacts of livestock business.

The institutional performance of Tirtasari Kresna Gemilang KUB shows a positive
impact on dairy farmers' environmental resources. The good institutional performances are
group facilities, group achievement goals, group function and group tasks,
group/organizational structure, harmony among dairy farmers, dairy farmers institutional
model that is considered able to improve farmers' welfare.

Such institutional conditions positively influences the farmers' accessibility to
environmental resources. Farmers gain the benefits due to the improvement of
environmental resources. One of the qualities is shown by the level of air and noise
pollution. Pollution commonly happens to the environment of livestock business. One of
the efforts to suppress the pollution level is through utilizing the cow dung. Cow dung is
utilized as the raw material for biogas and organic fertilizer for agriculture.

The environmental quality can also be enhanced by utilizing agricultural waste as
animal feed. The agricultural waste commonly used as animal feed are rice straw and corn
strover. Livestock business with forage land basis has increasingly limited capacity. The
tourism development in Malang district worsens this condition. The implementation of
Integrated Crop-Livestock System is one of the efforts to unravel the problems. Saptana and
[lham (2015) state that the integration of crops and livestock can increase the financial
resources of farmers.

Regarding the environmental resources, Suardi et al. (2016) states that the attempt
to maintain agricultural land needs to be done thoroughly. This is closely related to the
utilization of agricultural waste as animal feed. Hilmi et al. (2016) explains that the main
barrier in forage provision is the inconsistent production throughout the year. During rainy
season the forage production is abundant, while in the dry season the production level
becomes very low.

The Influence of Institutional Performance on Social Resources

The social resources of dairy farmers is influenced by the institutional performance
of dairy farmers by 45,6%. Institutional performance positively and significantly influences
social resources by 0.347 (3.854 > 1.653). It indicates that dairy farmers in Tirtasari Kresna
Gemilang KUB (Joint Business Group) positively influences the social resources. The better
the institutional performance, the better the access for farmers to social resources.

The institutional performance of Tirtasari Kresna Gemilang KUB shows positive
impacts on the social resources of dairy farmers. The excellent institutional performances are
group facilities, group achievement goals, group function and group tasks,
group/organizational structure, harmony among dairy farmers, dairy farmers institutional
model that is considered able to improve farmers' social relation.
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Such institutional conditions positively influence the farmers' accessibility to social
resources. The benefits are gained as the effects of improved social relation. It indicates that
Tirtasari Kresna Gemilang has accommodate dairy farmers in Malang district. The access for
dairy farmers to social resources allows them to have opportunities to capital loan through
financial institutions. Capital has become a main barrier in the development of livestock
business. Amam et al. (2019a) states that livestock business development is influenced by
farmers' access to resources. The access to market information on social resources is quite
limited, therefore it contributes to the weakening of farmers' offer (Rahayu and Kartika,
2015). Irawati and Yantu (2015) state that agricultural farmers groups makes it easier for
farmer group members to carry out farming activities, including access to information
market.

The role of farmers institution may also be in the form of information access such as
assistance from the government, credit loans, forage, livestock production facilities, as well as
livestock and dairy marketing (Siswoyo et al., 2013), for an effective and efficient livestock
business. According to Suresti and Wati (2012), livestock business is integration of
production and financial management, production manages input and output. The higher
the profit, the more effective and efficient the business is, thus, farmers' offer will improve
and create competence in the market to achieve business goals.

CONCLUSIONS

Institutional performance influences the economic, environment, and social
resources by 31.3%, 21.9%, and 45.6%, respectively. Institutional performance of dairy
farmers positively and significantly influences the economic and social resources, but
insignificantly influences environmental resources.
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