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o KUD has been a pillar of agricultural development

o0 By 2011, more than 188,181 cooperatives have been
organized = 133,666 units of which are active
cooperatives and 7931 units of them are active KUD

o0 Milk cooperative is one of the success stories of the
development of agricultural cooperative in Indonesia.

0 Dairy cooperative is closely associated with the
development of dairy industry and farmers’
development in Indonesia
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d. Method of Analysis

0 The methods of information and data analysis were
descriptive
e. Limitations

0 This paper only used various secondary sources and
published articles.

a. Stages of Development

N

0 Dairy industry in Indonesia has long been developed
since the 19th century

0 The phases of dairy development in Indonesia can be
divided into three:

(1) Phase |, before 1980;
(2) Phase 1l, 1980-1997; and
(3) Phase lll, 1997-present.

o0 Phase Il appears an important stage of dairy
development. It was the stage where the government
began to import a large number of dairy cattle in
order to encourage increases in production and
productivity of dairy industry
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b. Objective of the Paper
o This paper describes the state of dairy industry and

dairy cooperative and their roles in the rural
development in Indonesia.

¢. Source of Data

o Information and data used in this paper were
obtained from various secondary sources and
published articles on dairy cooperatives.

THE DAIRY INDUSTRY IN'
INDONESIA: AN OVERVIEW

A STAGES OF DEVELOPMENT

&. MAJOR PRODUCING AREA & PRODUCTIVITY
c. GROWTH AND DEVELOPMENT

0. ENTERPRISES UNDERTAKEN

Table 1. The progress of dairy industry development in Indonesia

Description 1980 1985 1990 1995 2000 2005 2009 2011
Fresh milk production 784 1919 3456 4334 4956 536 827 926
(000 tons)

Number of dairy cattle 294 341

(000 heads)
Number of dairy farmers ! .5 74 86l
(000 person)

Number of cooperative 190 207

Source: Inounu ef al.,, (2003), GKSI and statistical book various issues
Note: *) temporary data
n.a: not available information




b. Major Producing Area and Productivity

Table 2. Dairy population in Indonesia 2009-2011

| Tsland/Province

Note: *) preliminary figure
Source: Ministry of Agriculture (2011), modified.

c. Growth and Development

| —

0 Dairy industry is a source of income and
employment for 192,142 households of
marginal/small farmers and landless laborers

0 80% are owned by smallholder - farmers with dairy
cattle ownership less than 4 cows per farmer.

0 17% owned by farmers with 4-7 cows/farmer, and

o 3% by large - scale farmers, those with more than 10
cows per farmer.

0 The average annual rate of increase in Indonesia’s
milk production in the last five years was 12.6%.

0 East Java was the largest milk producer accounting
for 58% of the national milk production, followed
by West Java and Central Java with 29% and
11%, respectively.

0 Over 85% of domestic milk production were
marketed to IPS

0 The total domestic milk production contributed less
than 30% of domestic milk requirement

0 The province of East Java had shown the largest
dairy population accounting for 49.6% and had the
largest growth rate over the last five years with an
annual average rate of 22.5%.

0 Central Java and West Java were in second and

third position with dairy population of 25.1% and
23.4%, respectively

Table 3. Milk Production in Indonesia 2007-2011

Note: " preliminary figure
Source: Ministry of Agriculture (2011), modified
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o The average milk production of 3,069 liters of
milk/cow/year (<10 liters of milk/cow/day).

0 West Java had the highest productivity at 3,891
liters/cow /year.

o Milk availability was 13.36 kilograms per year in
2010

0 Annual per capita milk consumption stands at 16.41
kg/capita (2010) = lower among ASEAN countries
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0 There are over 30 companies involved in milk
processing in Indonesia with a combined output of
870,000 tons of milk products (2009)

o Five major companies absorb about 85%
Indonesia’s milk production

0 in 2008 the consumer milk market in Indonesia was
worth more than US$2.6 billion:
o 60% milk powders (US$1.5 billion)
o sweetened condensed milk (US$760 million) and
o liquid milk (US$400 million)

d. Enterprises Undertaken
|

0 The main players in the dairy supply chain in
Indonesia are dairy farmers (smallholders), primary
and secondary dairy cooperatives, milk processors,
government, and private service and input
suppliers.

0 Fresh milk is marketed through cooperative to the

milk processors or direct with some large dairy
farmers/milk brokers (Figure 1).

Table 4. Export and import of milk and milk products in quantity and value terms for
Indonesia 2009-2011

Note: *) preliminary figure
Source: Ministry of Agriculture (2011)

Figure 1. Organization on Dairy Marketing in Indonesia

Cooperative Non Cooperative

Milk
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Village Private/ Milk
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Retailer/Consumer | « |
t—————— [IPS/Milk Processing | «——

Industry

Price of fresh milk in Indonesia is the cheapest
compared with other countries in Southeast Asia

Table 5. Indonesian fresh milk buying prices 2011 (IPS price)

Price
(IDR) (USD)
Local fresh milk Grade 1 3,850/kg 433 /ton
(farm gate — 12% TS, 0 — 250,000/ml TPC)

Product

Local fresh milk Grade 2 3,750/kg 422 /ton
(farm gate — 12%TS, 250,000 - 500,000/ml TPC)
Local fresh milk Grade 3 3,650/kg 411 /ton

Source: Union of Dairy Cooperatives (GKSI) in USDA (2011)
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a. Beginning

o Historically, milk cooperatives first appeared in
Pengalengan Bandung, West Java in 1948, and at
Pujon Malang, East Java in 1962.

o there are two types of dairy cooperative:

1. Koperasi Unit Desa (KUD), the primary cooperative at the
village level and
= The maijor roles are collecting and selling milk to the IPS or to the
market, providing fodder for livestock, veterinary service, the health
of members and families service, loan services, etc
2. the Indonesian Association of Dairy Cooperatives (GKSI),
the secondary cooperative (since 1979)
= does various economics activities which primary cooperative cannot
economically do

= developed and maintains a number of its milk processing units and
dairy cattle breeding stations.

Table 6. Number of cooperatives by group and their respective milk
production, Indonesia, 2009

Source: ICARD (2009)., modified

Table 7. Selected key indicators of growth and development of Indonesia dairy
cooperative, Indonesia, 1979-2011

Key Indicators 1989 1999 2009 2011
Number of primary dairy cooperatives 198 213 na 95
Number of farmers cooperative member 58797 80,931 120,000 127,000
Dairy caffle population 235,188 324,719 557

Milk production (million liters) 27876  378.86 827
Fresh milk consumed by IPS (million liters) X 33539 6617

Fresh milk rafio - =
Milk price at IPS (IDR/liter) 1,255 3,500
Value of fresh milk (million IDR) 42091 2,3135

Note: na= not available

") = estimated
Since Feb'98, no import ratio, IPS free to import milk
Source: various statistical books

b. Categories

N
o Dairy cooperatives are classified into three
categories based on the criteria of GKSI:
1. small cooperative: milk production <10 tons/day;

2. medium cooperatives: milk production is 10 - 30 tons
/day, and

3. large cooperative: milk production > 30 tons/day

0 60% of milk cooperatives in Indonesia fall under
the medium to large cooperative categories

c. Growth and Development

o The development of the milk cooperative is
relatively stagnant in the last 10 years (Table 8).
The number of cooperatives decline sharply after
1999.

0 Some cooperatives were not able to survive when
an economic crisis hit Indonesia and others opted to
merging.

o0 However the number of farmers and milk

production had continuous significant increase in the
last 12 years (1999-2007).

N

o In 2011, there were 95 dairy KUDs in Java, of which
22 cooperatives were of GKSI West Java, 23
cooperatives of GKSI Central Java and Yogyakarta,
and 50 cooperatives of GKSI East Java.

o Some KUDs have exclusive arrangements to supply milk
with 13 IPS and have established their own milk
products and brands for the local market.

0 The number of farmer - members of primary
cooperatives was about 127 thousand people in 2011.

o Notable large cooperatives are SAE Pujon (East Java),
KPSBU Lembang and KPBS Pengalengan (West Java)
and KUD Musuk (Central Java).




d. Business Undertaking
|

0 Some cooperatives have businesses other than dairy farm
business such as cigarette business units, maternity hospital,
building rental, gas stations, public service, among others.

0 However, the efficiency of these businesses may not have
been desirable due to high cost of loans and credit facilities
from banks and other financial institutions.

0 The number of business handled by cooperatives is ranges

from 3-9 units.

The large cooperatives have amount more businesses that

the small ones due to the of asset and capital owned.

o0 ldeally the dairy cooperative should focus on business
associated with the dairy business, integrating systems from
downstream subsystem to upstream subsystem.

]

THE ROLES OF DAIRY COOPERATIVES
IN RURAL DEVELOPMENT

A ROLES ON ECONOMIC DEVELOPMENT

5. ROLES ON SOCIAL AND HUMAN
DEVELOPMENT

o0 Hariyanti (2007) stated that dairy farmer-members of
KUD Turen, East Java earn 16.61% increase in income
compared to the previous income as a cattle farmers.
There are very few in number of farmer-members who
are fall in the pre prosperous category, only about
1.2% of the total farmer-members

0 The result of other studiy by Asmaul (2009)showed that
the Cooperative Agro Commerce (KAN) Jabung in
improving the welfare of its members, give 14 free
services, and scholarships to the children of dairy
farmers.

Table 9. Types of business undertaking of dairy cooperatives, Indonesia, 2009.

Source: ICARD (2009)

a. Roles on Economic Development
s

o Dairy cooperatives have important roles in economic and social
development of rural people especially in dairy center area.

o Cooperatives have shown impacts in increasing milk production,
price of milk, and income of farmers.

o Cooperatives help farmers improve the quality of milk so that they
can obtain higher milk prices

Martindah and Saptati (2008)’s study showed that farmer-members
of KPSBU Lembang obtain highest milk prices than farmers from
other cooperatives in West Java (IDR 2,527 /liter vs IDR 2,410/liter
in 2006) as well as the milk production (13 liters/cow/day vs 10
liters/cow/day). This due to the success of KSPBU Lembang in
encouraging their farmer-members to do good dairy farming
practice

a

o Cooperatives have been also effective in reducing the
cost of production, accessing to technology, and in
accessing to government support and services.

0 Dairy cooperatives employ thousand people, contribute
to increased dairy productivity, and expand farmers’
access to financial services.

0 Dairy cooperatives help create growth in the rural
areas. Dairy cooperatives help make markets work
better for poor people, create economies of scale of
operation, increase access to information, and improve
farmers bargaining power.




b. Roles on Social and Human

Development
-_

0 On social and human development, dairy
cooperatives have been instrumental in:

o improving of the knowledge of farmers in dairy
farming,

o improving in the knowledge and skills of farmers in
cooperative enterprise management,

O improving the education of family members and

o preserving the culture and tradition of the villagers

SUMMARY AND CONCLUSION

| —

0 Dairy cooperatives have shown impacts in
increasing milk production, price of milk, and income
of farmers.

o Cooperatives have been also effective in reducing
the cost of production, accessing to technology, and
in accessing to government support and services.

o Cooperative extension and training program
improve the knowledge of farmers in dairy farming

o Cooperative extension and training program improve
the knowledge of farmers in dairy farming.

o The extension program provides services on animal
health (preventive vaccination, pregnancy diagnosis
and treatment of infertility), milk yield (improving the
productivity and maintaining high yielding cow),
feeding practices, propagation of fodder materials,
and breeding cow breed improvement.

o 88% of farmer-members of the Warga Mulya dairy
cooperative in Yogyakarta mentioned that the training
has helped them to get new information related with
their dairy activities (Sulastri and Maharjan, 2001)

SUMMARY AND CONCLUSION

0 There are about 95 dairy cooperatives in Indonesia
with about 100,000 dairy farmer-members.

0 more than 85% of them are members of the Union
of Indonesia Dairy Cooperative (GKSI) which are
mainly handled by branches in East Java, Central
Java and West Java

0 Dairy cooperatives have significant contribution in
dairy farming development and have important
roles in economic and social development of rural
people especially in dairy center area
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