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Preface 

The agrifood system is changing rapidly. Structural changes are occurring throughout the system in 
response to the modernization of agriculture (globalization, coordination and concentration) and shifting 
consumer and societal demands for safer, better-quality and ready-to-eat food produced in a socially and 
environmentally responsible manner. This new scenario coexists with more traditional types of family 
and subsistence farming.       

This changing environment places increased pressure on Ministries of Agriculture (MOAs) in develo-
ping countries to engage in agribusiness and agro-industry development. However, to what extent are the 
MOAs empowered and equipped to do so? Many of them have seen their mandates and functions expanded 
from a strictly productive dimension to a more holistic, farm-to-fork approach. This expansion should 
be reflected in the provision of an increased scope of public goods and services to deal with post-produc-
tion issues. MOAs also face the challenge of mainstreaming relatively new approaches such as the design 
and implementation of value chain programmes; climate-smart agriculture; the use of contract farming; 
public–private partnerships and other private sector engagement models; and agribusiness programmes 
with a territorial dimension (e.g., agricultural growth corridors and clusters). 

FAO has conducted an appraisal of the organizational arrangements used by MOAs to support inclusive 
agribusiness and agro-industry development, which included a scoping survey of 71 countries and in-depth 
analysis of 21 case studies from Africa, Asia and Latin America. The study found that many MOAs have 
established specific agribusiness units with technical, policy and/or coordination functions concerning 
agribusiness development. Others have set up clusters of units with complementary individual mandates. 

The study analysed how well prepared these agribusiness units and their staff are to deal with both tra-
ditional and non-traditional approaches and tools for agribusiness development. This assessment examined 
the units’ staffing, organizational structure and budget allocation, and the range and quality of goods and 
services they provide. 

FAO is publishing this series of country case studies to enhance knowledge and information on best 
practices for establishing and operating well-performing agribusiness units. The various organizational 
models applied by countries to cater to the changing agribusiness environment are also explored, including 
mechanisms to build linkages with other relevant ministries (e.g., of industry and commerce) and private 
institutions. The series provides an opportunity to raise awareness about the need for stronger public com-
mitment to inclusive agribusiness and agro-industrial growth, reflected in a more generous allocation of 
human and financial resources to empower agribusiness units and similar structures within MOAs. Refocu-
sing the core functions and/or targeting specific commodity/value chains could also help the units to achieve 
a suitable balance between the requirements of their changing agribusiness mandates and their existing 
resource allocations, while maximizing the achievement of social goals (e.g., inclusiveness and job creation).
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Executive summary

Over recent years, FAO’s Rural Infrastructure and Agro-Industries Division (AGS) has received many 
requests for strategic advisory support on agribusiness. To increase its knowledge and expertise on orga-
nizational reform and to strengthen relevant agribusiness capacities in Ministries of Agriculture (MOAs), 
AGS has initiated a series of efforts, including the preparation of fact sheets, mission statements, a che-
cklist on institutional arrangements for agribusiness and agro-industry development, and a study on 
innovative approaches for accelerating agribusiness development by institutions and others. 

In 2011, AGS complemented these efforts by initiating a worldwide appraisal of the organizational 
arrangements used by MOAs and – as appropriate – cross-ministerial and long-term programmatic 
mechanisms for supporting agribusiness and agro-industry development. A scoping study appraising the 
institutional mandates for agribusiness support in Asia was conducted early in 2011, and six countries were 
selected for case studies: Bangladesh, Indonesia, Malaysia, Nepal, the Philippines and Viet Nam. 

This paper describes the situation in Indonesia. The three main objectives of the case study were: i) 
to clarify the organizational changes that Indonesia’s MOA has introduced to facilitate new functions 
related to agribusiness; ii) to characterize the MOA’s agribusiness unit and describe its functional roles, key 
objectives, current priorities, and scope of service provision for agribusiness and agro-industries; and iii) to 
assess the unit’s capacities to fulfil its functions, the opportunities and threats it faces, and its institutional 
comparative advantage for the provision of services related to agribusiness and agro-industry development. 

The in-depth case study used two main sources of information: key informant interviews (KII) with 
a planned 25 respondents, of whom 17 were interviewed; and secondary data collection and review. Key 
informants included staff from the core agribusiness unit, partner organizations, support agencies, the 
private sector and a donor agency. 

An agribusiness unit in the MOA was first established in 1993 as the Agency of Agribusiness, which 
served as a business unit for the agriculture sector. In 2001, the MOA was reorganized to accommodate 
the agribusiness system, with separate units providing services to each of the agribusiness subsystems: 
infrastructure; on-farm; and downstream, off-farm. According to the agribusiness system concept, these 
subsystems need to be integrated to create vertical agribusiness product chains.

The Directorate General of Agricultural Product Processing and Marketing (DGAPPM) provides a 
good model for the provision of a wide range of services to the downstream, off-farm agribusiness subs-
ystem. DGAPPM provides services in five main areas: business development and investment; processing 
of agricultural products; quality and standardization; domestic marketing; and international marketing. 
Each of these service areas is handled by a dedicated unit. DGAPPM services cover the 11 agribusiness 
service areas examined in the FAO case studies.

DGAPPM’s performance in delivering services has been hampered by its very limited budget alloca-
tions and the low technical competency of its staff in some areas. This underperformance was identified 
on the basis stakeholders’ low recognition of the function, mandate and even existence of DGAPPM.

Although service provision for the agribusiness downstream, off-farm subsystem – such as for proces-
sing and marketing – has been incorporated into the MOA’s mandate through DGAPPM, the MOA still 
lacks any authority beyond production issues. Authority, policy-making and functions for the proces-
sing industries, including agro-industries, are all under the mandate of the Ministry of Industry (MOI). 

In the MOI, facilitation and services for the industrial processing of agricultural products are provided 
by the Directorate General of Agro-Industry (DGAI), which focuses more on manufacturing than on 
assisting small farmers as part of the supply chain. Thus, the services of DGAI are less likely to benefit 
farmers and rural areas.

One proposed development path would be to expand the mandate of DGAPPM to include agro-in-
dustry and to integrate DGAI into DGAPPM under the MOA. DGAPPM already has the mission of 
developing an agro-industry system in rural areas, through the integration of production systems and 
post-harvest, processing and marketing activities for agricultural products to increase employment 
opportunities in rural areas, the value added of agricultural products and farmers’ incomes.



ix

FAO could support Indonesia and other emerging and developing countries in applying an institutio-
nal model with sound policy and approaches through the provision of training, technical assistance, and 
media sharing among developing countries and with experts from developed countries. Useful activities 
could include: i) support to policy, project, programme and budget formulation, to design programmes 
with realistic objectives, budgets and implementation plans; ii) comparative country case studies on 
current issues and development initiatives; and iii) international workshops for sharing, exchanging and 
discussing information and issues. These activities would ensure knowledge sharing among countries and 
accelerate the learning curve. 
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1.1 BACKgROuND
The new agribusiness era is characterized by a shift 
from family farms to strategically placed com-
mercial production and processing units linked to 
exporters and modern retailers. New sophisticated 
and globalized procurement practices have been 
mainstreamed to comply with food quality and 
safety standards, including traceability require-
ments, reduce transaction costs and minimize 
risks. Changing consumer preferences (especially 
for pleasure, health, fitness, convenience and ethics) 
and concerns about the impacts of climate change 
are pushing the agribusiness sector to new heights 
of performance and innovation. 

This changing agribusiness environment is 
also placing increased pressure on ministries of 
agriculture (MoAs) to engage in agribusiness and 
agro-industry development. In 2007, FAO’s Com-
mittee on Agriculture identified the review and 
reform of institutional mandates for agribusiness 
and agro-industries1 as a top priority (FAO, 2007), 
and in recent years, its Rural Infrastructure and 
Agro-Industries Division (AGS) has received many 
requests for strategic advisory support for agribusi-
ness from countries such as India, Kenya, Nepal, 
Pakistan, Sierra Leone and Swaziland.  

AGS’s efforts to increase its knowledge and 
expertise on the organizational reform and 
strengthening of MOAs to enhance agribusiness 
capacities include the preparation of fact sheets, 
mission statements and a checklist on institutional 
arrangements for agribusiness and agro-industry 
development in 19 African countries (2008); a 
study on innovative approaches for accelerating 
agribusiness development among institutions and 
other bodies in sub-Saharan Africa (2009); and 
groundwork on the role of government institu-
tions in agribusiness, supply chain management and 

1 For the purposes of this study, agribusiness enterprises 
include firms or business entities that produce or provide 
inputs; produce raw materials and fresh products; pro-
cess or manufacture food or other agricultural products; 
transport, store or trade agricultural products; or retail 
such products.

agro-industry development in the Commonwealth 
of Independent States (2010). AGS organized a 
workshop on market-oriented extension services 
and support to agribusiness in Harare (Zimbabwe) 
in October 2010, attended by representatives from 
the MOAs of 15 East and Southern African coun-
tries.2 During the three days of presentations and 
discussions, a wealth of information on what MOAs 
in these regions were doing to adapt to the new agri-
business era was shared. In particular, participants 
described the organizational changes taking place 
as their ministries assume new functions related to 
agribusiness, focusing on the new organizational 
structures, priorities and scope for service provision 
to agribusiness and agro-industries, and priority 
areas for capacity building. Based on the informa-
tion gathered during the workshop, more in-depth 
studies were undertaken in these regions. 

In 2011, AGS complemented these efforts by 
initiating a worldwide appraisal of the organiza-
tional arrangements of MOAs and – as appropri-
ate – cross-ministerial and long-term programmatic 
mechanisms for supporting agribusiness and agro-
industry development. This appraisal focused on 
innovative models and the new functions of MOAs, 
assessing how MOAs addressed their new functions 
in practice, identifying capacity building needs and 
drawing lessons and good practices. 

In Asia, this initiative was carried out in collabo-
ration with the Southeast Asian Regional Center 
for Graduate Study and Research in Agriculture 
(SEARCA). A scoping study appraising the insti-
tutional mandates for agribusiness support in Asia 
was conducted in early 2011, and six countries were 
selected for case studies: Bangladesh, Indonesia, 
Malaysia, Nepal, the Philippines and Viet Nam. 

Indonesia was selected because it met the crite-
ria for “a country with the mandate for agribusi-
ness delegated to a cluster of departments and/or 
bureaux”, including: i) a specific unit for agribusi-

2 Botswana, Ethiopia, Kenya, Lesotho, Malawi, Mozam-
bique, Namibia, Rwanda, South Africa, the Sudan, Swa-
ziland, Uganda, the United Republic of Tanzania, Zambia 
and Zimbabwe.
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ness; ii) an interministerial committee; iii) a direct 
mandate for agribusiness strategy; and iv) a direct 
mandate for agribusiness programmes. The agri-
business unit in Indonesia’s MOA is the Directo-
rate General of Agricultural Product Processing and 
Marketing (Direktorat Jenderal Pengolahan dan 
Pemasaran Hasil Pertanian) (DGAPPM). Another 
committee outside the MOA, the Coordinating 
Minister for Economic Affairs, also deals with agri-
business issues. 

1.2 PuRPOsE
This document describes the Indonesian experience 
of establishing an agribusiness unit, reviews the busi-
ness model used by the unit and proposes options for 
capacity development priorities. The study has three 
objectives: i) to clarify the organizational changes 
introduced by the MOA to assume new agribusiness 
functions; ii) to characterize DGAPPM and describe 
its functional roles, key objectives, current priori-
ties, and scope of service provision for agribusiness 
and agro-industries; and iii) to assess DGAPPM’s 
capacities to fulfil its functions, the opportunities and 
threats affecting it, and its institutional comparative 
advantage for providing services related to agribusi-
ness and agro-industry development. 

1.3 METhODOlOgy
The in-depth case study was undertaken using two 
main sources of information: key informant inter-
views (KIIs) with a planned 25 respondents; and 
secondary data collection and review. Key inform-
ants included staff of the core agribusiness unit, 
partner organizations, support agencies, the private 
sector and a donor agency. 

Seventeen key informants were interviewed. 
The other planned interviews were cancelled or 
postponed for various reasons, including the lim-
ited time available for the study. Existing documents 
proved to be an important source of information for 
the scoping survey.

The interview findings are summarized in Annex 
2, and a complete list of key informants is provided 
in Annex 1. Secondary data, reports, published arti-
cles and interviews were triangulated and the results 
are presented in sections 2 to 5 of this report.  

1.4 ORgANIzATION OF ThE REPORT
The study has five sections. This first section pre-
sents information on the background, purpose 
and methodology of the study. Section 2 provides 
an institutional profile of Indonesia’s agribusiness 
unit. Section 3 describes the business model for 
service provision and assesses the scope of services 
provided against a predetermined set of 11 agri-
business service areas: appraisal of business models; 
value chain analysis, including benchmarking and 
chain coordination/facilitation; building of busi-
ness and entrepreneurial skills; reinforcement of 
business and market linkages; support to collective 
action and alliance building; finance and invest-
ment appraisal and support; trade and marketing 
appraisal and support; agro-industry and process-
ing appraisal and support; development of policy 
and strategy papers; lobbying and advocacy in the 
agribusiness sector; and sharing of knowledge and 
information pertaining to the agribusiness sec-
tor. Section 4 identifies priority areas for capacity 
building in these service areas; and section 5 pre-
sents some final remarks. 
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2.1 INsTITuTIONAl MOTIvATION
In the early 1990s, Indonesia enjoyed rapid eco-
nomic growth of about 7 percent per year. The 
agriculture sector’s contribution to gross domestic 
product declined to 18.5 percent, while that of the 
industrial sector rose to 22.3 percent. Since 1986, 
the industrial sector has been the main source 
of economic growth. Industry, which is mainly 
footloose,3 has received much protection from the 
government, as protection was erroneously viewed 
as the structural transformation necessary to make 
Indonesia an industrialized country. However, this 
policy discriminated against the agriculture sector, 
which remained the main source of income for 50.6 
percent of the labour force, or 40.07 million people, 
in spite of annual growth of less than 3.4 percent. 
This situation created an imbalanced structural 
transformation.  

The concept of an agribusiness system, and 
recognition of its importance to economic growth 
were introduced by Bungaran Saragih (Saragih and 
Tampubolon, 1989; Sarahih, 1995; 1996 and 2000). 
He argued that promoting agro-industry develop-
ment is the best way of enhancing economic growth 
because Indonesia’s economy is dominated by 
agriculture-related activities, in which the country 
has a comparative advantage. He also indicated 
that Indonesia’s development path is not through 
broad-based or high-tech industry, but through 
agro-industry that is closely linked to farms and 
rural areas via a well functioning agribusiness sys-
tem. Such a strategy would also promote sustain-
able agricultural development.

In 1993, the MOA responded to the growing 
interest in agribusiness by establishing the Agency 
of Agribusiness, based on Presidential Decree No. 
83/1993 (Table 1). Minister of Agriculture Prof. Dr 
Syarifudin Baharsyah (1993–1998) gave this unit 
the mandate to handle off-farm issues: business 
development, investment, market information, 
environmental issues, quarantine and standardiza-

3 A footloose industry is one that can be placed in any 
location because it is not affected by such factors as local 
resource availability or transport costs.

tion. The agency had five departments, each dealing 
with a specific agribusiness function and led by a 
chairperson.

In 1999, when Dr Muhammad Prakosa became 
Minister of Agriculture, he changed the organiza-
tional structure of the MOA, transforming it from 
a commodity-based to a function-based organiza-
tion. The number of working units in the ministry 
increased from nine to ten, and the Agency of Agri-
business became the Directorate General (DG) of 
Primary Industries and Marketing of Agricultural 
Products. 

In 2001, Prof Bungaran Saragih became Min-
ister of Agriculture. In 2005 the organizational 
structure of the MOA was overhauled to make it 
compatible with the agribusiness systems thinking 
approach. Hence, there was a dramatic shift from 
viewing the management of agribusiness as only 
the downstream (i.e. off-farm) aspects of agricul-
ture, to a systems-thinking approach whereby the 
whole agribusiness system was taken into account 
including both on-farm and off-farm upstream 
subsystems. 

As a leading academic on agribusiness in Indo-
nesia, Bungaran Saragih (1996) described the Indo-
nesian agribusiness system at this time as weak 
and characterized by a fragmented structure that 
was integrated horizontally and asymmetrically. 
There were no connections between the functional 
organizations involved in upstream, off-farm (e.g. 
input supply) and on-farm (e.g. production) sub-
systems, between on-farm and off-farm, down-
stream subsystems (e.g. marketing and process-
ing), or with the supporting institutions involved 
in these subsystems. This fragmented structure was 
exacerbated by the horizontal integration of busi-
ness associations/organizations at each level of the 
subsystems. Organizations/associations tended to 
focus on their own businesses and priorities, and 
broad visions for improving the competitiveness of 
the national agribusiness system were not consid-
ered or discussed. There was also an imbalance of 
power among subsystems, with the downstream, 
off-farm subsystem generally being the strongest, 
while on-farm and upstream, off-farm subsystems 
were weak. According to Saragih’s theory, the lack 

Chapter 2
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of vertical integration in the agribusiness system 
caused slow growth, low comparative advantage 
and limited and unequal income distribution in 
Indonesia’s agribusiness sector. 

To restructure the agribusiness system and create 
comparative advantages, all the agribusiness sub-
systems needed to be integrated into vertical prod-
uct chains (Saragih, 1996). Based on this argument, 
when he was appointed Minister for Agriculture 
in 2001, Bungaran Saragih consolidated the MOA’s 
organizational structure, with Presidential Decree 
No. 102 stipulating the ministry’s position, duties, 
functions, mandates, organizational structure and 
working order. MOA’s mandates comprised 32 
items, which were incorporated into its structure 
using the agribusiness system approach (Davis and 
Goldberg, 1957; Roy, 1980). 

Under Presidential Decree No. 109 of 2001, the 
DG of Agricultural Product Primary Industries and 
Marketing became the DG of Assistance on Agri-
cultural Product Processing and Marketing (Table 
1). The new DG was expected to coordinate and 
integrate actors and provide services for all com-

modities in the off-farm, upstream subsystem. Table 
1 shows that four of the DG’s five directorates were 
for commodity processing and marketing and one 
was for business development.

Following the election of President Susilo Bam-
bang Yudhoyono in 2005, agricultural revitalization 
and rural development became a priority for reduc-
ing poverty and accelerating economic growth. The 
resulting Agricultural, Fisheries, and Forestry Revi-
talization Programme required the reorganization of 
the MOA unit for processing and marketing. Under 
Presidential Decrees Nos 9 and 10 of 2005, the new 
unit for the processing and marketing of agricultural 
products – DGAPPM – was transformed from a 
commodity-based to a function-based agency. 

In 2005, DGAPPM was supported by six work-
ing units - the Secretary of DG, Directorate of Post-
Harvest, Processing, Quality and Standardization, 
Domestic Marketing and International Marketing. 
However, in 2010, the Post-Harvest Directorate was 
removed from DGAPPM and incorporated into the 
DGs for each commodity group. This move was 
expected to improve coordination of the MOA’s work.

TABLE 1 
history of agribusiness units in Indonesia

 1993 1999 2001 2005

Name of 
organization

Agency  
of Agribusiness 

Directorate General of 
Agricultural Products’ 
Primary Industries and 
Marketing

Directorate General of 
Assistance on Agricultural 
Products’ Processing and 
Marketing

Directorate General of 
Agricultural Products’ 
Processing and 
Marketing (DGAPPM)

Organizational 
structure

 � Secretariat 

 � Centre for 
Standardization and 
Accreditation

 � Market Information and 
Development Centre

 � Centre for Business 
Development and 
Institutional Relations 

 � Centre for Investment 
and Development of 
Environmental Impact 
Analyses 

 � Centre for Agricultural 
Quarantine

 � Secretariat 

 � Directorate of 
Agricultural Product 
Quality Development

 � Directorate of 
Marketing and 
Distribution of 
Agricultural Products

 � Directorate of 
Agricultural Products 
Management

 � Directorate of Business 
and Institutional 
Development 

 � Directorate of 
Environmental 
Management

 � Secretariat 

 � Directorate of Food 
Processing and 
Marketing 

 � Directorate of 
Horticulture Processing 
and Marketing 

 � Directorate of 
Plantation Processing 
and Marketing 

 � Directorate of Livestock 
Processing and 
Marketing 

 � Directorate of Business 
Development

 � Secretariat 

 � Directorate of 
Agricultural 
Products Processing 

 � Directorate of 
Quality and 
Standardization

 � Directorate of 
Domestic Marketing

 � Directorate of 
International 
Marketing 

 � Directorate 
of Business 
Development and 
Investment

Legal 
framework

Presidential Decree  
No. 83/1993

Presidential Decree  
No. 136/1999

Presidential Decree  
No. 102/2001

Presidential Decree 
No. 9/2005

Driver  � Growing interest in the 
agribusiness concept

 � Growing attention to 
business and investment, 
market linkages, the 
environment, quality 
and standards

 � Reorganization 
of the MOA from 
commodity-based to 
function-based

 � Change from agency 
to DG

 � Reorganization of 
MOA work units based 
on agribusiness system

 � Development of a 
strong commodity 
chain

 � Reorganization 
of DG to become 
function-based

 � Need to coordinate 
agricultural 
revitalization 
programmes 

Source: http://pphp.deptan.go.id/organisasi/profil-ditjenp2hp.htm
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Figure 1 shows the current organizational struc-
ture of the MOA with all its technical DGs. The 
figure shows that DGAPPM deals with only the 
downstream, off-farm sector in the agribusiness 
system; the upstream, off-farm sector is handled 
by the DG of Infrastructure. All the other DGs 
are responsible for the on-farm activities in their 
specific commodity groups.

2.2 INsTITuTIONAl PROFIlE
The MOA’s vision is “to develop sustainable indus-
trial agriculture based on local resources in improv-
ing food sovereignty, value addition, competitive-
ness, export and farmers’ welfare”. Consistent with 
this vision, the MOA has four targets for the five 
years from 2010 to 2014): i) self-sufficiency in five 
main food commodities; ii) improved food diver-
sity; iii) increased value added, competitiveness and 
exports; and d) improved farmers’ welfare. 

To achieve these targets, the MOA distributed 
programme implementation and responsibilities 
among the six DGs according to the agribusi-
ness system (Figure 1). Four DGs – Food Crops, 
Horticulture, Estate Crops and Livestock – are 
responsible for the development of on-farm activi-
ties, from seeding to post-harvest handling; the 

DG of Infrastructure is responsible for support-
ing upstream, off-farm infrastructure and industry, 
including land, irrigation, chemical and organic 
inputs, finance, equipment and machinery; and 
DGAPPM is responsible for downstream, off-farm 
activities to implement and monitor improvements 
in value addition, competitiveness and exports.

At the implementation level, the mission of 
DGAPPM is to (MOA, 2010b): 

 � develop farmers’ business organizations as 
the basis of the rural economy – expanding 
farmers’ role from that of producers to that of 
suppliers, through the application of profes-
sional management, technology and capital; 

 � develop an agro-industry system in rural areas 
through the integration of production systems 
and post-harvest handling, processing and 
marketing activities for agricultural products, 
to increase employment opportunities in rural 
areas, value added on agricultural products 
and farmers’ income in fair and efficient ways;

 � develop and implement quality assurance 
systems for agricultural products and opera-
tions, to enhance the domestic and interna-
tional competitiveness of fresh and processed 
products;

FIGURE 1
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 � increase the absorptive capacity of domes-
tic and export markets for local agricultural 
products, through promotion and effective 
protection policies; 

 � develop the institutional capacity of 
DGAPPM by employing professionals of 
high moral integrity.

According to Presidential Decrees Nos 9 and 10 of 
2005, the functional roles of DGAPPM are:

 � policy formulation on the quality and stan-
dardization of agricultural product process-
ing, marketing and business development;

 � preparation and development of norms, stan-
dards, procedures and criteria for the quality 
standardization of agricultural product pro-
cessing, marketing and business development;

 � provision of technical assistance and facilita-
tion for the quality standardization of agri-
cultural product processing, marketing and 
business development; 

 � administration of the DG.

DGAPPM’s current priority programmes are in 
line with MOA targets:

 � Increasing value addition – improving the 
quality and quantity of processed agricul-
tural products to increase competitiveness 
and exports: Improvements in the quality of 
agricultural products (raw and processed) are 
measured by the number of quality assurance 
certifications issued. Currently, 80 percent of 
agricultural products are traded as raw materi-
als, and 20 percent are processed. The target 
is to increase trade in processed agricultural 
products by 50 percent by the end of 2014. 

 � Increasing competitiveness – developing agri-
cultural products based on local resources to 
respond to increasing domestic consumption 
demand and reduce dependency on imports: 
Programme success is measured by the 
increase in market share of local products and 
the decline of net imports. For example, to 
meet rising domestic needs, 73 percent of milk 
consumption has to be imported, so increas-
ing domestic dairy production and improving 
its competitiveness will be a priority. Local 
staple crops will be developed to substitute 10 
percent of wheat imports by the end of 2014. 
This target has been set to reduce wheat and 
wheat flour imports, which have reached 6.7 
million tonnes per year. Improving the quality 
of locally produced and fermented cocoa for 
the chocolate industry has been identified as 

another priority for meeting rapidly growing 
domestic demand. 

 � Increasing exports – developing fresh and 
processed agricultural products that are com-
petitive in international markets, to increase 
export volume once domestic demand has 
been satisfied: The indicator for this pro-
gramme is growth in export volumes.

2.3 INsTITuTIONAl ENvIRONMENT
legal and political environment
President’s Regulation No. 10/2010 on the 
National Mid-Term Development Plan 2010–2014 
gives agricultural development a strategic posi-
tion in national economic development plans. 
The important roles of the agriculture sector are 
through its provision of food crops, raw materi-
als for industries, feed, bioenergy, employment 
opportunities, an income source and environmen-
tal sustainability (Government of Indonesia, 2010; 
MOA, 2010c).  

Agricultural development to 2014 faces a 
changing strategic environment in both domestic 
and international markets, which are very dynam-
ic and require more competitive agricultural 
products. Improving value addition, competitive-
ness, downstream industry, marketing and export 
of agricultural products is therefore one of the 
MOA’s 12 main programmes for 2010–2014.

Under Presidential Decrees Nos 9 and 10 of 
2005, DGAPPM is appointed the leading MOA 
unit for policy intervention and government facili-
tation related to off-farm, downstream agricul-
tural activities. Its functions include coordination 
within the MOA and with units outside the MOA 
and other stakeholders. However, as off-farm, 
downstream activities are not a traditional area of 
involvement for the MOA, DGAPPM has faced 
many challenges.

To develop institutional communication within 
and beyond the MOA, DGAPPM published a 
strategic plan for the processing and marketing of 
agricultural products in 2010–2014 (MOA, 2010b); 
to create a strong platform and linkages with the 
national development plan, the Minister released 
Minister of Agriculture Regulation No. 18/Per-
mentan/OT.140/2/2010 providing a blueprint for 
increasing the value added and competitiveness of 
agricultural products by creating incentives for the 
development of rural industries (MOA, 2010a). 

Other regulations established by the Minis-
ter of Agriculture to support DGAPPM’s role 
in improving the competitiveness of agricultural 
products and investment are:
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a) Minister of Agriculture Regulation No. 39/
Permentan/OT.140/8/2008 on the establish-
ment of a certification agency for agricultural 
products, equipment and machinery;

b) Minister of Agriculture Regulation No. 35/
Permentan/OT.140/7/2008 on good processing 
practices for agricultural products; 

c) Minister of Agriculture and Chairperson of the 
Capital Market Supervisory Agency Decree 
No. 392.1/Kpts/SR.330/8/2003 on collective 
investment for agribusiness contract systems.

Since 2000, government decentralization has been 
implemented according to Constitution No. 22 of 
1999 on regional autonomy, and Constitution No. 
25 of 1999 on local government fiscal balancing. 
These constitutional changes provide local govern-
ment with greater authority in decision-making for 
development – including agricultural development 
– in their own regional areas. To implement its pro-
grammes, DGAPPM now has to coordinate with 
agricultural offices in 33 provinces and 497 district 
and city governments.

However, after more than ten years of regional 
autonomy, local governments remain more interested 
in local politics than in the agriculture sector. This 
conclusion is based on the diverse levels of agricul-
tural development achieved at the local level, and the 
observation that such development tends to be slower 
than it was before decentralization (Darwanto, 2007). 
In addition, many of the policies implemented in the 
agriculture sector have not resulted in any significant 
improvement in farmers’ welfare (Arifin, 2001; 2005; 
Bahri, 2004), while the problems that arise from agri-
cultural development and threaten environmental 
sustainability are escalating, such as land degrada-
tion, and the pollution of ground- and surface water 
through excessive use of fertilizers.

Article 32 of the Constitution (2004) on local gov-
ernment, and Government Regulation No. 25/2000 
on central and provincial government authority in 
environmental management formalize the roles of 
decentralized government through the transfer of 
authority from central government (Hermanto, 
2009). These policies give local governments an 
important role in environmental management, high-
light the need for local initiatives in policy design, 
develop interdependency among regions, and guide 
the implementation of regional authority for and 
management of environmental issues. 

Major clients and stakeholders
The major clients of DGAPPM’s services are the main 
actors in on-farm and downstream, off-farm activi-

ties in the agribusiness system, including farmers, 
farmers’ groups, the Federation of Farmers’ Groups 
(GAPOKTAN), farmers’ associations, investors, 
and business actors in the marketing and processing 
of agricultural products. DGAPPM also provides 
services to other stakeholders in the agribusiness 
sector: academics, researchers, policy-makers, other 
government offices, international agribusiness actors 
and representatives of partner countries. 

Since government decentralization, the agricul-
tural offices in lower levels of government adminis-
tration, such as provinces and districts, are no longer 
included in MOA structures. They can therefore be 
considered clients for the technical assistance and 
services of DGAPPM, but they are also partners, 
because several DGAPPM programmes are chan-
nelled through local agricultural offices.

As part of its work to establish a quality stand-
ardization system, DGAPPM has developed an 
accreditation system for agricultural products and 
machinery. The DG supports and provides services 
to independent organizations that have the capac-
ity to achieve accreditation and become certified. 
Certifying bodies are also classified as clients and 
partners of DGAPPM. 

Other major partners of DGAPPM outside the 
MOA are the Ministry of Trade (MOT), the DG of 
Agro-Industry (DGAI) in the Ministry of Industry 
(MOI) and the DG of Customs in the Ministry of 
Finance. Marketing and trade of agricultural prod-
ucts is a concern of both DGAPPM and the MOT, 
while the processing of agricultural products is 
under the mandate of DGAPPM but also concerns 
DGAI in the MOI. Institutions with the same areas 
of concern should collaborate and share responsi-
bilities, but instead their activities tend to overlap 
and lack coordination. 

DGAPPM collaborates closely with interna-
tional partners such as FAO, the Japanese Interna-
tional Cooperation Agency (JICA), the Austral-
ian Centre for International Agricultural Research 
(ACIAR) and the Asian Productivity Organization 
(APO), and with international development funding 
agencies such as the Asian Development Bank, the 
Islamic Development Bank, the International Fund 
for Agricultural Development and the World Bank. 

Support from FAO projects – which are funded 
mainly through the Government Cooperative Pro-
gramme and the Technical Cooperation Programme 
– provides assistance to food production and post-
harvest management and includes projects on fisher-
ies market information in Nanggroe Aceh Darus-
salam (2008–2010), an improved market system for 
fisheries products in Nias Island (2009–2010) and a 
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strategy for improving the post-harvest system in 
Indonesia (2009–2011). 

JICA provides technical cooperation on stand-
ardization and quality control for horticultural 
products (improvement of thermal treatment tech-
nique against fruit flies on fresh mango, 2009). A 
recent ACIAR project focused on eastern Indonesia 
and included activities in agribusiness, biosecurity, 
plant protection, horticulture industry, integrated 
food crop farming and aquaculture. As a member 
of APO, Indonesia – through DGAPPM – hosted 
a workshop on innovative approaches and tools for 
performance improvement of agribusiness small and 
medium enterprises, and an e-learning course on 
good agricultural practices and GLOBALGAP for 
greater market access for agrifood products in 2010. 
DGAPPM also facilitates and encourages regional 
agricultural offices’ use of international collabora-
tion opportunities through bilateral agreements, 
loans, grants and other kinds of support. 

2.4 INsTITuTIONAl CAPACITy
Organizational structure and management
DGAPPM is headed by a Director-General (ech-
elon I) who reports directly to the Minister of Agri-
culture and is supported by five echelon II staff: a 
Secretary and four directors (Presidential Decrees 
Nos 9 and 10 of 2005). Table 2 shows the structure 
of DGAPPM down to echelon IV (the subsection 
level), where areas of responsibility are very specific 
and narrow.  

The Secretary is supported by four section heads 
(echelon III) for Planning, Finance and Equipment, 
Evaluation and Reporting, and General Affairs. The 
Secretary is responsible for all internal and exter-
nal communications and administration, including 
producing legal policy documents, planning, moni-
toring, evaluation and budgeting. The Secretariat 
handles most of the day-to-day operations of the 
DG, and coordinates among the DG’s directors. 
The Secretary’s support is therefore central to the 
functions of the DG, and must be trained in admin-
istration and have at least 15 to 20 years of relevant 
work experience.

DGAPPM has five service areas (directorates) 
– Agricultural Product Processing, Quality and 
Standardization, Business Development and Invest-
ment, Domestic Marketing, and International Mar-
keting – each headed by a director supported by 
four or five section heads who cover more specific 
areas of service within the directorate. 

The Director of Agricultural Product Processing 
is responsible for coordinating and developing link-
ages with the commodity group DGs. The Director 

of Quality and Standardization is responsible for 
developing a certification and accreditation system 
to ensure agricultural product quality. The Direc-
tor of Business Development and Investment is 
responsible for developing linkages among farmers, 
business actors, financial institutions and investors. 
The Director of Domestic Marketing is responsible 
for connecting farmers to actors and buyers in the 
domestic market. The Director of International 
Marketing is responsible for connecting farmers to 
actors and buyers in international markets.

human resources
In 2010, DGAPPM employed 366 staff. Figure 2 
shows the distribution of human resources by units 
within DGAPPM. The Secretariat is the adminis-
trative hub of the DG and employs the most staff, 
with 118 personnel (32 percent of the total): the 
Director-General, the Secretary, four section direc-
tors and 112 administrative staff. The remaining 
248 personnel (68 percent) are distributed almost 
equally among directorates, each having between 9 
and 13 percent of the total, or an average of about 
42 staff members. Among the directorates, Qual-
ity and Standardization (49 staff) and International 
Marketing (46 staff) have the most staff. 

According to the DG’s Secretary, this human 
resources allocation was rationalized based on 
DGAPPM’s programme and activities. In 2007, 
the international consultancy firm PPM Consult-
ing developed a framework for evaluating the per-
formance of DGAPPM staff and recommended 
a policy for performance management, including 
key performance indicators, formats for individual 
performance evaluations, and a manual on imple-
menting the staff performance evaluation system.

Table 3 shows that DGAPPM has an adequate 
distribution of qualified personnel. Staff with the 
lowest qualifications (high school graduation or 
lower) are assigned to lower-skilled positions. The 
DG Secretariat has the most high school graduates 
or lower (43), in clerical positions. As all the DG’s 
administrative work is done by the Secretariat, this 
high number of low-qualified staff can be consid-
ered reasonable, although it may imply inefficiency 
because of low staff productivity. Only 12 staff 
members have Diploma IIIs; most of them work 
in the Secretariat (four) in clerical positions and in 
the Directorate of Processing (three) as technical 
support staff.

Of the 185 staff members (51 percent) with 
Sarjana (Bachelor) degrees (BS+), 50 (14 percent) 
are in the Secretariat, and between 20 and 27 are 
in each of the directorates. These personnel are 
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TABLE 2
DgAPPM organizational structure

Directorate general secretariat/ Directorate section subsection

Echelon I Echelon II Echelon III Echelon Iv

Director-General Secretary of the DG Planning

 � Programme

 � Budget

 � Collaboration

Finance and Equipment

 � Finance 

 � Accounting and Verification 

 � Equipment

Evaluation and Reporting

 � Data and Information

 � Evaluation

 � Reporting and Follow-Up

General Affairs

 � Human Resources

 � Legal Affairs and Public Relations

 � Administration and Internal Affairs

1. Director of Agricultural 
Product Processing

Food Crops
 � Cereals

 � Nuts and Tubers

Horticulture
 � Fruit and Vegetables

 � Floriculture and Herbs

Estate Crop
 � Single-Season Crops

 � Tree Crops (seasonal crops)

Livestock
 � Ruminant

 � Non-Ruminant

2. Director of Quality  
and Standardardization

Standardization
 � Food Crops and Horticulture

 � Estate Crops and Livestock

Quality Assurance
 � Food Crops and Horticulture

 � Estate Crops and Livestock

Accreditation and Institutions
 � Food Crops and Horticulture

 � Estate Crops and Livestock

Cooperation and 
Harmonization

 � Food Crops and Horticulture

 � Estate Crops and Livestock

Machinery Testing Centre
 � Head of Admin. Staff

 � Technical Services

3. Director of Business 
Development and 
Investment

Partnership and 
Entrepreneurship

 � Partnership

 � Entrepreneurship and Creative 
Economy

Investment
 � Food Crops and Horticulture

 � Estate Crops and Livestock

Domestic Market Promotion
 � Competitiveness

 � Exhibitions and Trade Fairs

International Market 
Promotion

 � Competitiveness

 � Exhibitions and Trade Fairs

see next page
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TABLE 2 (Continued)
DgAPPM organizational structure

Directorate general secretariat/ Directorate section subsection

Echelon I Echelon II Echelon III Echelon Iv

4. Director of Domestic 
Marketing

Market Information
 � Market Analysis

 � Dissemination of Market 
Information 

Market Monitoring and Price 
Stabilization

 � Market Monitoring

 � Price Stabilization

Market Infrastructure and 
Institutions

 � Market Infrastructure

 � Market Institutions

Market Networks
 � Market Access

 � Marketing Facilitation

5. Director of 
International 
Marketing

Export Analysis and 
Development

 � Export Analysis

 � Export Development

Bilateral Marketing
 � Asia-Pacific and America

 � Africa, Near East and Europe

Multilateral and Regional 
Marketing

 � Multilateral 

 � Regional 

Commodity Partnerships
 � Regional Partnerships

 � Multilateral and Bilateral 
Partnerships

Source: Secretary of DGAPPM, 2010.

FIGURE 2
Distribution of human resources at DgAPPM 
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instrumental to office functioning as they have 
the capacity to manage day-to-day operations and 
have analytical skills. 

Of the 73 staff members with Master’s degrees, 
the Secretariat employs 17 (23 percent) on pro-
gramme design, the drafting of policy papers and 
analysis of intervention strategies. Staff with a 
Master’s degree have theoretical as well as analytical 
skills, and each directorate employs between seven 
and 13 of them in strategic positions.

The Director-General and some division chairs, 
particularly in the Secretariat, hold Doctorate 
degrees. In the Directorate of Quality and Stand-
ardization, the Director and another staff member 
who has just returned from graduate study are 
Doctorate degree holders. In other directorates the 
highest qualification is a Master’s degree.

To increase its human resources capacity, 
DGAPPM provides its staff with opportunities to 
participate in short-term training, or even to pursue 
advanced degrees. In 2010, the DG released per-
mits for 13 administrative staff members to study 
for Sarjana (BS+) degrees at a nearby university; 
13 to enrol in graduate programmes; 12 to enrol in 
Master’s degree programmes; and one to enrol in a 
Doctoral programme. DGAPPM also sent staff on 
training in leadership, certification for procurement 
services, the human resources management system 
and International Organization for Standardization 
(ISO) 9001:2008 certification.

DGAPPM has developed new professional career 
pathways for positions in the areas of food quality 
and safety of agricultural products and price infor-
mation services in local agricultural offices. Several 
workshops and training courses have been held to 
inform and recruit interested personnel from local 

district agricultural offices. The first workshop for 
the position of Food Quality and Safety Inspector 
was conducted in Bali from 26 to 28 June 2010, with 
70 participants from district agricultural offices. 

Budget resources
The MOA’s budget nearly doubled between 2005 
and 2009 (Table 4), rising by 88 percent from 
US$472.9 million to US$889.9 million (with an 
estimated budget of US$2 billion for 2013). Most 
of this budget was spent on administrative expenses, 
extension and human resources development. In 
2009, 19 percent of the budget was allocated to 
administration (Secretariat General) and 15 per-
cent to the Agency of Extension and Agricultural 
Human Resources Development. 

Large percentages of the MOA budget went 
to the DG of Food Crops (12 percent), the DG 
of Infrastructure (11 percent) and the Agency of 
Agricultural Research and Development (AARD) 
(11 percent). Several other units within the MOA, 
including DGAPPM, each received less than 6 per-
cent of total budget.

As described in Section 2.2, consistent with its 
vision, MoA has four targets for the next five years 
(2010-2014): (a) achievement of self-sufficiency 
in five main food commodities; (b) improvement 
in food diversification; (c) improvement in value 
added, competitiveness and export of agricultural 
products; and (d) improvement of farmers’ welfare. 

DGAPPM is responsible for the third main goal 
of MOA (see Section 2.2): improving the value added, 
competitiveness and export of agricultural products. 
The DG’s missions are to (MOA, 2010b): i) develop 
farmers’ business organizations as the basis of the rural 
economy; ii) develop an integrated system of agro-

TABLE 3 
Education levels of DgAPPM human resources 

unit high school
or lower

Dipl. III sarjana 
(Bs+)

Master’s Doctorate Total

Secretariat 43 4 50 17 4 118

Processing 6 3 26 9 44

Quality and Standardization 8 1 27 11 2 49

Business Development and Investment 6 27 7 40

International Marketing 10 2 21 13 46

Domestic Marketing 5 20 13 38

Machinery Testing Centre 12 2 14 3 31

Total 90 12 185 73 6 366

Source: DGAPPM Secretariat , 2010.
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industries in rural areas; iii) develop and implement 
quality assurance systems for agricultural products; 
iv) increase the absorptive capacity of domestic and 
export markets for local agricultural products; and 
v) develop the institutional capacity of DGAPPM. 

Given these goals and the complexities of 
DGAPPM’s mission, the 5 percent allocation from 
the MOA’s total budget seems too small. It is not 
realistic to expect DGAPPM to achieve the MOA’s 
goals with its current budget allocation.

Inter-institutional linkages
The MOA holds coordination meetings with DGs, 
agencies, laboratories and centres at least once a 

month. In certain seasons, such as when the prices 
of agricultural products are increasing, coordina-
tion meetings are held every week. These meetings 
provide a forum where the minister reports on 
important issues, anticipates upcoming events and 
communicates important massages from Cabinet 
meetings with the President.

Cross-ministerial coordination is carried out 
under the Coordinating Ministry of Economic 
Affairs, by the Deputy of Agricultural and Marine 
Affairs Sector Coordination unit (known as Deputy 
II). The specific tasks of Deputy II are to: 

 � coordinate the planning and formulation of 
agricultural and marine affairs policies;

TABLE 4
Ministry of Agriculture budget, 2005–2009 (thousand us$) 

2005 2006 2007 2008 2009

1. Secretariat General
26 771 83 614 169 271 162 724 166 833

5.66% 12.13% 18.94% 17.94% 18.75%

2. Inspectorate General 
3 875 4 144 5 812 5 607 6 654

0.82% 0.60% 0.65% 0.62% 0.75%

3. DG of Food Crops
96 769 54 729 177 285 120 120 109 314

20.46% 7.94% 19.83% 13.24% 12.28%

4. DG of Estate Crops  
53 712 49 662 39 377 48 687 46 190

11.36% 7.20% 4.41% 5.37% 5.19%

5. DG of Livestock  
and Animal Health

43 750 65 492 55 805 82 511 77 108

9.25% 9.50% 6.24% 9.10% 8.67%

6. DGAPPM
6 592 41 666 42 031 72 354 40 727

1.39% 6.04% 4.70% 7.98% 4.58%

7. DG of Infrastructure 
10 508 110 331 103 230 110 872 100 792

2.22% 16.00% 11.55% 12.22% 11.33%

8. DG of Horticulture 
37 649 27 620 29 376 28 537 29 325

7.96% 4.01% 3.29% 3.15% 3.30%

9. AARD
89 424 80 169 84 422 86 665 93 614

18.91% 11.63% 9.44% 9.56% 10.52%

10.
Agency of Extension  
and Agricultural Human 
Resources Developmental 

41 811 64 829 89 303 102 695 133 636

8.84% 9.40% 9.99% 11.32% 15.02%

11. Agency of Food Security 
38 965 76 411 59 738 45 767 43 486

8.24% 11.08% 6.68% 5.05% 4.89%

12. Agency of Agricultural 
Quarantine

23 027 30 827 38 218 40 423 42 190

4.87% 4.47% 4.28% 4.46% 4.74%

Total 472 853 689 494 893 867 906 963 889 869

Source: MOA, 2010c.
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 � synchronize the implementation of policies 
affecting agriculture and marine affairs;

 � monitor, analyse, evaluate and report prob-
lems or activities in agriculture and marine 
affairs; 

 � facilitate interactions among relevant minis-
tries and institutions.

Deputy II of the Coordinating Ministry of Eco-
nomic Affairs has five Deputy Assistants for each 
commodity group:

 � Food Crops;
 � Plantations and Horticulture;
 � Fisheries and Livestock;
 � Agriculture and Marine Infrastructure; 
 � Agricultural and Marine Institutions and 
Finance.

Deputy II works closely with the MOA, Minis-
try of Fisheries and Marine Affairs, Ministry of 
Finance, Ministry of Commerce, MOI, Ministry of 
Public Works, Ministry of Manpower and Transmi-

gration, the Ministry of State-Owned Enterprises, 
the State Ministry of Cooperatives and Small and 
Medium Enterprises, the Ministry of Research and 
Technology, the Ministry of National Development 
Planning/National Development Planning Agency, 
the Investment Coordinating Board and the Agen-
cy of National Logistics. Meetings are held at least 
once every three months.

Other commodity-based institutions that are 
DGAPPM stakeholders include government insti-
tutions, private sector partners and professionals, 
such as the Indonesia Sugar Board and the National 
Horticulture Board. These institutions synergize, 
facilitate and promote agribusiness and agro-indus-
try in specific commodities; empower and protect 
agribusiness enterprises and farmers, particularly 
in terms of funding, technology, management and 
capital; and facilitate dispute resolution. DGAPPM 
is a board member of the Indonesia Sugar Board, 
Vice Chair of the Import, Supply and Distribution 
Working Group and a member of the Finance, Coop-
eration, Investment and Promotion Working Group.
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3.1 sERvICE PROvIsION 
The DG of APPM provides services for down-
stream, off-farm activities in the agribusiness sys-
tem to improve the value added, competitiveness 
and exports of agricultural products, which is the 
third main goal of the MOA. The DG provides 
services in five main areas:

 � business development and investment;
 � agricultural product processing; 
 � quality and standards
 � domestic marketing; 
 � international marketing.  

Each of the five main service areas are handled by a 
specific directorate. Table 5 lists the 11 agribusiness 
service areas that were assessed in this case study, 
indicating which directorates provide services in 
each area. Some service areas are supplied by two or 
more directorates in DGAPPM. Services are classi-
fied as core or secondary according to whether or 
not they are the main responsibility of the relevant 
directorate in DGAPPM. Table 5 shows that most 
of the 11 agribusiness service areas assessed repre-
sent core services for DGAPPM. 

Five service areas are included in the service pro-
vision of the Directorate of Business Development 
and Investment: 

 � appraisal of business models;
 � value chain analysis;
 � building business and entrepreneurial skills; 
 � support to collective action and alliance 
building; 

 � finance and investment appraisal and support.  

Support to collective action and alliance building is 
considered as a secondary service area for the Direc-
torate of Business Development and Investment; 
provision of these services is in the mandate of the 
commodity group DGs – Food Crops, Horticul-
ture, etc. The other four service areas are included 
in the core service provision of the Directorate of 
Business Development and Investment, and value 
chain analysis is also a core service area of the Direc-
torate of Domestic Marketing. Each directorate has 

specific interests along the chain: the Directorate of 
Domestic Marketing is interested in the efficiency 
of the chain infrastructure, while the Directorate of 
Business Development and Investment is interested 
in value-added activities as an opportunity for busi-
ness development and investment.

Only one of the 11 services appraised is served 
by the Directorate of Agricultural Product Pro-
cessing, whose main service provision is in agro-
industry and processing appraisals and support.

Table 5 also shows the four service areas that are 
served by the Directorates of Domestic Marketing 
and International Marketing, whose core service 
provision includes:

 � reinforcement of business and market 
linkages;

 � trade and marketing appraisal and support; 
 � lobbying and advocacy in the agribusiness 
sector; 

 � sharing of knowledge and information 
pertaining to the agribusiness sector. 

Of these four areas, services for the reinforcement 
of business and market linkages are provided by the 
Directorate of Domestic Marketing only; the other 
services are provided by both marketing directo-
rates depending on the end-market destination (i.e. 
domestic or international).

The services provided by DGAPPM for the 
development of policy and strategy papers for 
agricultural product marketing and processing 
at the national level also require the Secretariat’s 
involvement in designing supportive regulatory 
instruments. For example, to increase the com-
petitiveness of Indonesian agricultural products in 
international markets, the Directorate of Quality 
and Standards should design guidelines and stand-
ard operating procedures for product certification. 
However, market actors and farmers will be unable 
to adopt these standards unless there is a regulatory 
framework to support them. The Secretariat should 
draft the necessary legal documents to be processed 
as MOA decrees, government acts or other regula-
tory documents.

Chapter 3

Appraisal of the business model
for service provision
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TABLE 5 
service areas provided by DgAPPM

service area services offered Directorate providing
the service

Core secondary

1. Appraisal of business 
models

 � Product diversification
 � Non-conventional business development

Business Development 
and Investment

√

2. Value chain analysis  � Research on value chains of high-value 
commodities

 � Facilitation of potential market linkages in 
domestic and export markets

 � Facilitation of market chain infrastructure 
development

Business Development 
and Investment, and 
Domestic Marketing

√

3. Building business and 
entrepreneurial skills

 � Building of farmers’ marketing capacity
 � Facilitation of agribusiness marketing (farmgate 

marketing system)
 � Facilitation of productivity, quality and 

efficiency improvements

Business Development 
and Investment

√

4. Reinforcement of business 
and market linkages

 � Development of agribusiness vertical 
coordination 

 � Facilitation of market-oriented production plans 
 � Facilitation of marketing services
 � Facilitation of partnership development

Domestic Marketing √

5. Support to collective action 
and alliance building

 � Improvement of production scale based on the 
GAPOKTAN production system

 � Facilitation of institutional and business 
management development 

Business Development 
and Investment

√

6. Financial and investment 
appraisal and support 

 � Facilitation of alternative financing
 � Facilitation of partnership development 

Business Development 
and Investment

√

7. Trade and marketing 
appraisal and support 

 � Facilitation of marketing
 � Market information services for domestic and 

international markets 
 � Trade promotion and negotiation 
 � Facilitation of market access 

Domestic Marketing, 
and International 
Marketing

√

8. Agro-industry and 
processing appraisal  
and support

 � Facilitation of post-harvest and processing 
technology application

 � Facilitation of post-harvest and processing 
infrastructure

 � Development of high-value-added products 
 � Scale-up of agricultural product processing

Agricultural Product 
Processing

√

9. Development of  policy 
and strategy papers

 � Regulatory control of exports and imports
 � Regulation of quality standards for industrial 

raw materials
 � Regulation of implementation of agricultural 

product standardization and quality 
 � Planning of programmes with direct impacts on 

farmers’ welfare

Quality and Standards, 
Domestic Marketing, 
International 
Marketing, Agricultural 
Product Processing, 
and Secretariat

√

10. Lobbying and  
advocacy in the  
agribusiness sector

 � Facilitation of improved product attractiveness, 
product image and business image

 � Facilitation of partnerships through corporate 
social responsibility (CSR) involving small farmers

 � Facilitation of international trade commitments 

Domestic Marketing, 
and International 
Marketing

√

11. Sharing of knowledge and 
information pertaining to 
the agribusiness sector

 � Provision of domestic and international market 
information through the Internet

 � Provision of information on industrial raw 
materials 

 � Development of an information system on 
agricultural products

 � Provision of access to market studies and post-
harvest and processing technology assessments

Domestic Marketing, 
and International 
Marketing

√

Source: Secretary of DGAPPM, 2011.
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Overall, DGAPPM provides a model for wide-
spectrum agribusiness services. Its organizational 
structure is well designed and well grounded, and 
the services it provides cover all 11 of the agribusi-
ness service areas identified in the Terms of Refer-
ence for this study. 

3.2 ClIENT ChARACTERIsTICs 
Following government decentralization, the 
MOA and all its DGs have increased their lead-
ership and coordination at the national level, 
while local government agricultural offices have 
assumed greater authority and responsibility in 
providing agribusiness services to local stakehold-
ers. The clients indicated in Table 6 are therefore 

the general types of stakeholder that receive 
DGAPPM services, rather than individual clients 
of specific services. A list of all the clients would 
be very long, as each directorate within DGAPPM 
has its own clients.

At stakeholder workshops, seminars and meet-
ings, producer groups, policy-makers and aca-
demics have requested accurate and timely market 
information. In response, DGAPPM has devel-
oped market information services that can be 
accessed via mobile phone and the Internet. This 
system was developed in collaboration with field 
staff in various production centres and consumer 
areas, who collect data on one to five days a week 
and encode them for inclusion in the system. 

TABLE 6 
DgAPPM’s clients and services 

Clients  
(value chain actors  
or stakeholders)

services offered Directorate providing
the service

Farmers, agribusiness actors, policy-
makers, researchers, market analysts, 
academics

Market information on processing and 
marketing of agricultural products, via Web 
sites, public radio and television 

Capacity building of district-level field 
staff to collect market information, 
analyse data and information, publish 
bulletins on market information, and 
maintain Web sites 

Staff of provincial and district 
agricultural offices, members of 
farmers’ groups 

Technical assistance on processing Technical assistance, development of 
guidance on processing

Business actors in agriculture sectors Facilitation of exports to new destinations, or 
of new commodities

Technical assistance on quality 
certification, export preparation, 
equipment support and memoranda of 
understanding

Business actors in agricultural sectors, 
related stakeholders

Facilitation and promotion of local 
agricultural products for the domestic market

Coordination of promotion events at 
the national level

Business actors in agricultural sectors, 
related stakeholders

Facilitation and promotion of national 
agricultural products for export markets

Coordination of promotion events in 
other countries

Farmers’ groups, business actors in 
agricultural sectors, corporations/
government-owned companies with 
CSR programmes

Facilitation of partnership development Organization of partnership meetings

Farmers’ groups, GAPOKTAN, 
agribusiness actors, local 
governments

Support to the development of rural agro-
industrialization 

Technical assistance for farmers’ 
groups, support for equipment, 
support for capital, empowerment of 
GAPOKTAN

Farmers’ groups, GAPOKTAN, 
business actors, stakeholders, 
partners of farmers’ groups

Advocacy on coordination to support 
agribusiness development

Creation of enabling policy to support 
agribusiness development, coordinated 
with other relevant ministries 

Farmers’ groups, GAPOKTAN Capacity building in business development 
and entrepreneurship 

Training and capacity building

Agricultural attachés of partner 
countries, representatives of 
agricultural organizations and 
government offices or ministries

Agricultural trade diplomacy and negotiation 
on international meetings, summits and con-
ferences: WTO, G20, ASEAN, etc.

Preparation of negotiation material/
documents, guidebooks for meetings 
and training

High-ranking policy-makers, 
academics, agribusiness actors, 
exporter of agricultural products

Analysis of export and import data and 
policy implications published as a periodical 
bulletin

Data analysis, studies, publication of 
bulletins 

Source: Secretary of DGAPPM, 2011.
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Staff at the DGAPPM office then encode the data, 
which is accessible via the DG’s Web site and pub-
lished in the Market Price Information Bulletin. The 
Website has been awarded the Best E-Govt Website 
prize by Warta Ekonomi magazine for its easy-to-use 
layout and contents.

The staff of provincial and district offices often 
request technical assistance on agricultural product 
processing. While they are often familiar with tech-
nologies for agricultural production, processing tech-
nology is less widely known. DGAPPM has therefore 
developed a guidebook on processing technology, and 
provides technical assistance to provinces and districts 
when budget limitations allow. Other local authorities 
are expected to use the guidebook until resources are 
available to provide them with assistance in the future.

Many provincial and district agricultural offices 
have requested support for rural agro-industrializa-
tion, as this concept is unfamiliar to local staff and 
agribusiness actors. DGAPPM provides training, and 
support with equipment and start-up capital when 

requested. Assistance is provided to farmers’ groups, 
federations of farmers’ groups, agribusiness actors 
and local governments. 

To promote Indonesian agricultural products 
domestically, DGAPPM regularly sponsors trade fairs 
in collaboration with regional agricultural offices at 
the provincial and district levels, private sector part-
ners, agro-industries and farmers’ groups. To promote 
Indonesian agricultural products on international 
markets, the DG regularly sponsors farmers’ groups 
to attend international promotional events around 
the world.

As Table 6 makes clear, the clients of DGAPPM 
include not only farmers and actors in the value chain, 
but also agricultural stakeholders and local govern-
ments at the district and provincial levels. When pro-
moting Indonesian agricultural products, DGAPPM 
also receives requests from international clients, such 
as the agricultural attachés of partner countries, repre-
sentatives of agricultural organizations, and exporters 
and importers of agricultural products.

TABLE 7 
DgAPPM’s service provision, programmes and instruments  

service area Programmes Instruments

1. Appraisal of 
business models

 � Product diversification

 � Non-conventional business development 

 � Facilitation of product development

 � Development of organic farming

 � Development of rural bioenergy

2. Value chain 
analysis 

 � Facilitation of potential linkages in 
domestic and export markets

 � Research on value chains of high-value 
commodities

 � Facilitation of market chain infrastructure 
development 

 � Market information service

 � Supply chain study and action research, in 
collaboration with universities and professionals from 
the private sector

 � Development of a cold chain and an agribusiness sub-
terminal

 � Technical assistance, certification and harmonization 
with consumer demand 

3. Building of 
business and 
entrepreneurial 
skills

 � Building of farmers’ marketing capacity

 � Facilitation of agribusiness marketing 
development (farmgate marketing 
system)

 � Facilitation of productivity, quality and 
efficiency improvements

 �  Facilitation and technical assistance for farmers and 
farmers’ groups on linkages to modern markets and 
export markets

 �  Technical assistance, partnerships with the private 
sector and field mentoring

 �  Assistance on planning systems and budgeting

4. Reinforcement 
of business and 
market linkages 

 � Development of agribusiness vertical 
coordination 

 � Facilitation of market-oriented production 
plans 

 � Facilitation of marketing services

 � Facilitation of partnership development

 � Design, production planning, and marketing plan

 � Facilitation of international business collaboration

 � Development of partnerships for quality and 
technology

5. Support to 
collective action 
and alliance 
building

 � Capacity development of GAPOKTAN’s 
production system

 � Facilitation of institutional and business 
management development  

 � Facilitation of development of GAPOKTAN’s production 
system

 � Partnerships with private sector actors, companies, and 
domestic and international partners

 � Optimization of support and technical assistance

see next page
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TABLE 7 (continued)
DgAPPM’s service provision, programmes and instruments  

service area Programmes Instruments

6. Financial and 
investment 
appraisal and 
support 

 � Facilitation of alternative financing

 � Facilitation of partnership development 

 �  Facilitation of on-farm financing with guarantors 
identified from agribusiness companies

 � Study on investment potential, in collaboration with 
district-level government 

7. Trade and 
marketing 
appraisal and 
support 

 � Facilitation of marketing

 � Market information services on domestic 
and international markets 

 � Trade promotion and negotiation 

 � Facilitation of market access  

 � Partnerships with exporters and importers

 � Harmonization of quality control systems through 
international partnerships

 � Trade promotion through participation in exhibitions 
and international trade fairs

 � Trade promotion in partner countries

8. Agro-industry 
and processing 
appraisal and 
support

 � Facilitation of post-harvest and processing 
technology application

 � Facilitation of post-harvest and processing 
infrastructure

 � Development of high-value-added 
products 

 � Scale-up of agricultural product processing

 � Technical assistance and technology improvement to 
post-harvest and processing activities, supported by a 
field mentoring system

 � Facilitation of mechanization of post-harvest and 
processing activities 

 � Pilot project on processing for high value-added

 � Technical assistance on development of processing and 
agro-industry businesses

9. Development 
of policy and 
strategy papers

 � Regulatory control of exports and imports

 � Regulation of quality standard for 
industrial raw materials

 � Regulation of implementation of 
agricultural product standardization and 
quality 

 � Planning of programmes with direct 
impacts on farmers’ welfare 

 � Recommendations on types of product for import and 
export 

 � Recommendations on the standardization of product 
quality and mechanization

 � Facilitation of implementation of quality assurance and 
mechanization

 � Facilitation of preparation for accreditation

 � Preparation of technical regulations for standard 
product implementation

 � Monitoring of implementation of product quality 
assurance and institutionalization of standards

 � Collaboration on standardization system

10. Lobbying and 
advocacy in the 
agribusiness 
sector

 � Facilitation of improved product 
attractiveness, product image and business 
image

 � Facilitation of partnerships through CSR 
involving small farmers

 � Facilitation of international trade 
commitments 

 � Technical assistance on packaging, quality and brand 
image of agribusiness actors

 � Lobbying, communication and coordination with 
domestic and international corporate agribusiness 
companies

 � Communication and coordination with all agribusiness 
actors and farmers in fulfilling/ratifying international 
commitments

11. Sharing of 
knowledge and 
information 
pertaining to 
the agribusiness 
sector

 � Provision of domestic and international 
market information through the Internet

 � Provision of information on industrial raw 
materials 

 � Development of an information system on 
agricultural products

 � Provision of access to market studies and 
post-harvest and processing technology 
assessments

 � Development of DGAPPM Web site (Best E-Govt. 
Website award from Warta Ekonomi magazine)

 � Development of a market information system network 
with provincial and district officials 

 � Provision of online market information in real-time, 
accessible via mobile phone text messaging and the 
Internet

 � Collection and dissemination of accessible material on 
marketing and processing online, for free downloaded 
by the public

Source: Author’s elaboration based on KIIs.

3.3 PROgRAMMEs AND  
MAIN INsTRuMENTs

DGAPPM has designed a blueprint to improve 
value added in the agricultural product chain and 
increase the competitiveness and exports of Indo-

nesian agricultural products, with programmes and 
instruments for achieving its agribusiness develop-
ment goals. Table 7 summarizes the programmes 
and instruments used by DGAPPM for each of the 
11 service areas. 
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Appraisal of business models supports the trans-
formation towards a more segmented and commer-
cialized market. To accelerate the growth of new 
businesses and provide incentives for more inno-
vative product development, DGAPPM develops 
programmes for product diversification and non-
conventional businesses.

For instance, to diversify from rice and imported 
wheat flour, the government intends to create an 
alternative source of flour that can be used to pro-
duce foodstuffs such as bakery goods, so focusing 
on product development is an appropriate strategy. 
Business development that focuses on non-con-
ventional agriculture such as organic farming and 
bioenergy is also good for market segmentation, 
creating niche markets with the potential to provide 
farmers with higher incomes and increased captured 
value. However, even with the right instruments, 
the impact will be insignificant if programmes are 
allocated small budgets. 

Value chain analysis supports programmes on value 
chain research involving high-value commodities, the 
development of potential market linkages between 
farmers and both domestic and export markets, and 
improvements to value chain infrastructure. Collabo-
ration with universities is important for conducting 
good-quality value chain studies. The availability of 
market information is also critical in ensuring the 
functioning of an active chain. Cold chain and agri-
business sub-terminals are instruments for improving 
value chain infrastructure. Improvement of the value 
chain is also facilitated by technical assistance and 
certification to gain consumers’ confidence in the 
product, domestically and internationally.

Services for business and entrepreneurial skills 
support programmes on capacity building and 
facilitation: building of farmers’ marketing capac-
ity, facilitation of farmgate marketing systems, and 
improvement of production quality and efficiency. 
Instruments for supporting these programmes are 
technical assistance to farmers and farmers groups 
on market linkages, partnerships, planning systems 
and budgeting.

Services for the reinforcement of business and 
market linkages include programmes on the devel-
opment of vertical coordination, market-oriented 
production plans, marketing services and partner-
ship development. The instruments used to support 
these programmes are training manuals on design, 
production planning and marketing plans, infor-
mation on the facilitation of international business 
collaboration and a manual on partnerships.

Services under support to collective action and 
alliance building are implemented through two 

programmes: capacity improvement for the Fed-
eration of Farmers’ Groups production system, and 
facilitation of institutional and business manage-
ment development. Instruments used to facilitate 
these programmes are a manual on the federation’s 
production systems and partnerships, and technical 
assistance and support to its facilities.

Finance and investment appraisal and support 
involves two programmes: one on alternative 
financing and the other on partnership develop-
ment. Instruments used to facilitate these pro-
grammes include the involvement of private com-
panies in channelling funding, with budgetary and 
other support from local government.

Support to trade and marketing appraisal 
includes programmes to facilitate marketing and 
market access, market information services, and 
trade promotion and negotiations. Instruments that 
support the implementation of these programmes 
include partnerships with modern retailers and 
exporters, harmonization of quality control sys-
tems and trade promotion. 

Agro-industry and processing appraisal and sup-
port are provided through facilitation of post-har-
vest and processing technology application, devel-
opment of high-value-added products and scaling 
up of agricultural product processing. Instruments 
used to implement these programmes are technical 
assistance on improved technology for post-harvest 
and processing activities, supported by a field men-
toring system; facilitation of the mechanization of 
post-harvest and processing activities; pilot projects 
on the processing of high-value-added products, 
and technical assistance on the development of 
processing and agro-industry businesses.

Development of policy and strategy papers is 
implemented through programmes on the regula-
tion of exports and imports, quality standards for 
industrial raw materials, and the implementation 
of agricultural product standardization and qual-
ity; and development of programmes with direct 
impacts on farmers’ welfare. Instruments used for 
these programmes are recommendations on the 
products to be imported and exported and on the 
standardization of product quality and mechaniza-
tion; facilitation of the implementation of quality 
assurance and mechanization, and preparation for 
accreditation; preparation for technical regulation 
of standard product implementation; monitoring 
of the implementation of product quality assurance 
and the institutionalization of standards; and col-
laboration on standardization systems.

Lobbying and advocacy in the agribusiness sec-
tor are implemented through three programmes: 
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facilitation of product quality improvement, part-
nerships based on CSR and involving small farmers, 
and facilitation of international trade commitments. 
Instruments used in these programmes are techni-
cal assistance, lobbying and communications with 
agribusiness companies and coordination with all 
other business actors.

Sharing of knowledge and information per-
taining to the agribusiness sector is implemented 
through four programmes: provision of domestic 
and international market information, development 
of an information base for industrial raw materials, 
provision of access to market studies, and post-har-
vest and processing technology assessments. Instru-
ments used to implement these programme are the 
DGAPPM Website, market information networks 
among local governments, provision of access to 
information via mobile phones, and collection of 
research results and publications on marketing and 
processing for dissemination via free public access. 

3.4 ANAlysIs OF CAPACITIEs
Table 8 presents the results of an analysis of 
DGAPPM’s capacities to provide services, based 
on its human resources allocations and the relative 
importance of each service according to the funding 
allocated. 

Appraisal of business models is a core service area 
of the Directorate of Business Development and 

Investment, with 24 staff allocated to supporting 
these services to provincial and district offices. As the 
demand for modern agricultural products and better-
quality products grows, DGAPPM’s current staffing 
levels are insufficient to satisfy the high demand for 
these services. Based on an evaluation by the DG 
Secretariat, more personnel are needed. This service 
area is not considered a priority and is ranked seventh 
out of 11 areas in terms of budget allocation.

Value chain analysis is a core service area of the 
Directorates of Business Development and Invest-
ment, and Domestic Marketing, each of which 
employs 14 staff members to support the provision 
of these services. This area is considered important 
and receives the third largest budget allocation in 
DGAPPM. Unfortunately, current staff capacity 
is inadequate as the value chain approach is still a 
novelty. This service area is considered weak and 
requires capacity improvement.

The Directorate of Business Development and 
Investment has adequate human resources for pro-
viding its core services, but lacks budget. Building 
of business and entrepreneurial skills has a staff of 
six and is ranked fifth in terms of funding allocation. 
Given the importance of this service area, it requires 
more funding support and more human resources. 
Financial and investment appraisal and support has 
four staff members and is ranked sixth in terms of 
funding allocation. Lobbying and advocacy in the 

TABLE 8 
DgAPPM capacities in the different service areas   

service area human resources Relative in terms 
of funding**
(score 1–11)staff allocation (No.) Capacity* (score 1–4)

1. Appraisal of business models 24 2 7

2. Value chain analysis activities 14 2 3

3. Building business and entrepreneurial skills 6 3 5

4. Reinforcement of business and market linkage services 45 3 1

5. Support to collective action and alliance building 4 2 4

6. Finance and investment appraisals and support 4 3 6

7. Trade and marketing appraisals and support 9 2 8

8. Agro-industry and processing appraisals and support 45 3 2

9. Development of policy and strategy papers 10 3 9

10. Lobbying and advocacy in the agribusiness sector 5 3 10

11. Sharing of knowledge and information pertaining  
to the agribusiness sector

30 3 11

* 1 = not available; 2 = insufficient; 3 = sufficient; 4 = high.

** 1 = highest budget allocation; 11 = lowest budget allocation.

Source: Author’s elaboration based on KIIs.
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agribusiness sector has five staff members and is 
ranked tenth in terms of funding allocation. 

Reinforcement of business and market linkages 
is a core service area of the Directorate of Domestic 
Marketing, and has 45 staff members with sufficient 
competency. This service area is ranked first in terms 
of funding allocation and has also been allocated the 
most human resources. It is considered the most 
important service area provided by DGAPPM. 

Support to collective action and alliance build-
ing is a secondary service area of the Directorate of 
Domestic Marketing, which has four staff members 
with sufficient competency. The area is ranked 
fourth in terms of funding allocation. As this is not 
a core service area, the directorate only supports the 
commodity group DGs in this area. However, it has 
to be included in DGAPPM’s programme budget 
because government support and technical assistance 
are generally provided through farmers’ groups, 
associations and agribusiness alliances; DGAPPM 
does not provide support or services for individual 
farmers. When there are no farmers’ groups or asso-
ciations in the target commodity or area, DGAPPM 
support new collective action initiatives.

Trade and marketing appraisal and support are 
a core service area of the Directorates of Domestic 
and International Marketing, which have nine staff 
members with low competency for these activities. 
This area is ranked fifth in terms of funding alloca-
tion, and requires capacity building.

Agro-industry and processing appraisal and sup-
port is a core service area of the Directorate of Agri-
cultural Product Processing, with 45 staff members 
sufficiently competent to support service provision 
at the regional, provincial and district levels. This 
area is ranked second in terms of funding allocation 
and is considered one of the most important service 
areas of DGAPPM, along with reinforcement of 
business and market linkage services.

Development of policy and strategy papers is sup-
ported by all the DGAPPM directorates and the 
Secretariat with ten competent staff members. This 
service area is ranked ninth in terms of funding alloca-
tion. Although these are important services for public 
relations, only small allocations of non-staff resources 
can be justified because they are part of the regular 
duties of all staff. Given the many tasks to be accom-
plished, this service area is often neglected and papers 
are often not very well written. The area has therefore 
not contributed to strengthening DGAPPM’s image.

Sharing of knowledge and information pertaining 
to the agribusiness sector is a core service area of the 
Directorates of Domestic Marketing and Interna-
tional Marketing, whose 30 staff members for this 

area lack the necessary competency. The only aspect 
of these services where staff have expertise is Web 
site management, but field staff have not received 
adequate training in data collection. This service 
area also receives little budget support, and is ranked 
eleventh (last) in terms of funding allocation. 

3.5 PERFORMANCE  
OF ThE ORgANIzATION

Overall performance
Based on KIIs and the institutional appraisal instru-
ments described in the previous section, it can be 
concluded that DGAPPM has not been functioning 
very well from the perspective of its stakeholders. 
Despite its competency in several core service areas, 
the existence of DGAPPM has not changed MOA 
from a production-oriented ministry to one that is 
based on the agribusiness system. Stakeholders’ per-
ceptions may underestimate the actual achievements 
of DGAPPM because of poor public relations. 

Indonesia has had an agribusiness unit since 
1993, but stakeholders and most international 
partners have little awareness of the unit’s exist-
ence. According to key informants, DGAPPM is 
known for some of its programmes in marketing 
and processing, but is not viewed as a strong unit 
that has successfully connected on-farm, agricul-
tural activities (carried out by the DGs of specific 
commodity groups) to the off-farm sector, process-
ing and marketing (carried out by DGAPPM) – the 
agribusiness sector.

DGAPPM has not recorded any significant 
achievements that can “brand” it by demonstrating 
its skill as a key agribusiness integrator. According 
to the stakeholders interviewed, DGAPPM’s flag-
ship programmes – such as rural industrialization, 
improving the value added of agricultural products, 
and increasing the competitiveness of Indonesian 
agricultural products in international markets – have 
not been cited as success stories in the media. Instead, 
the public has heard more about the “sad story” of 
high imports (because of low competitiveness) of 
numerous agricultural products – salt, sugar, rice, 
fruit, etc. – while local products lose their markets 
in their own country. 

In contrast to the sophisticated institutional 
design of DGAPPM and the programmes that 
appear good on paper (as described in the previ-
ous section), the main weakness of the DG is in 
programme implementation. It is therefore fair to 
say that DGAPPM’s poor image derives from not 
only a lack of recognition for its achievements, but 
also from its weak implementation capacity for 
improving the agribusiness sector in Indonesia. 
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This weakness could be the result of having too 
many core services and insufficient budget alloca-
tions. Core services should be reduced in number 
to focus on areas that contribute significantly to 
the success and recognition of DGAPPM’s flagship 
programmes. This consideration should guide the 
prioritization of capacity development activities, as 
described in section 4.

sWOT analysis 
The following are the findings regarding the 
strengths, weaknesses, opportunities and threats 
(SWOT) of DGAPPM. 

Strengths: The main strength of DGAPPM is its solid 
legal framework, which was established in 1993 as a 
sign of the strong determination to boost agribusiness 
in Indonesia. The MOA is also very strong and has 
a sophisticated view and good understanding of the 
agribusiness system. Another strength is the DG’s 
position in the main programmes of the MOA con-
cerning value addition, competitiveness and export. 
Programme implementation is supported by formal 
legal documents such as ministerial decrees and laws. 
Conceptually, the services provided by DGAPPM 
cover the full spectrum of agribusiness services needed 
by stakeholders. The experience and strong leader-

ship of the DG, and its staff performance management 
and capacity development programmes are sources of 
strength for the future.

Weaknesses: Despite its good theoretical concept 
and programme design, the DG suffers from imple-
mentation flaws, especially related to budgeting. 
The budget allocated to programmes is too small 
to enable a significant impact on improving the 
agribusiness sector in Indonesia. Human resources 
capacity is also insufficient in quality and quantity 
to carry out the DGAPPM’s mandate successfully. 
AARD’s support to the DG is very weak in terms 
of technological expertise and commercial orienta-
tion. Follow-up activities and the implementation of 
business agreements and commitments are also weak, 
and inconsistent with plans. Political party influence 
in the government system and changing positions in 
the Cabinet result in changes to DGAPPM’s organi-
zational structure and staffing (official tours of duty, 
political association, etc.). In addition, the DG lacks 
a branding strategy to connect it to the agribusiness 
sector in the public mind.

Opportunities: With increasing domestic demand 
for high-quality agricultural products, the local 
agricultural market will become more segmented. 

TABLE 9
sWOT analysis  

strengths Weaknesses

1. A clear mandate to provide agribusiness services 
within the MOA

2. Inclusion of the DG’s mandate among the main 
programmes of the MOA for 2010–2014 

3. Responsibility for the blueprint document on value 
added and competitiveness of agricultural products

4. Service provision that covers the full spectrum of 
agribusiness services needed by stakeholders

5. Strong commitment to human resource 
development through a performance management 
system and capacity development opportunities 
for staff 

1. Mismatch between the small budget allocation and the high number 
of services offered, given the DG’s important position in the MOA 

2. Limited human resources, in quality and quantity, for carrying out 
the mandate 

3. Very weak support from AARD (in terms of technology and expertise)

4. Weak and inconsistent follow-up and implementation of business 
agreements and commitments 

5. Frequent changes in the organizational structure (official tours of 
duty, political association, etc.)

6. Lack of a branding strategy to connect the DG to the agribusiness 
sector in the public mind

Opportunities Threats

1. Increasing demand for high-quality agricultural 
products and standards

2. Increasing bilateral and multilateral agreements on 
trade of agricultural products and agro-industries

3. Increasing economic growth and income per capita, 
strengthening domestic market demand 

4. Increasing role of the private sector, including 
agribusiness enterprises and farmers’ groups, 
creating more dynamic markets

5. Increasing role of universities and research centres 
in entrepreneurship development financed by 
government budget and donor agencies

1. Little recognition of the mandate outside the MOA, especially in the 
MOT, the MOI and the private sector 

2. Existence of another unit with the same function in the MOI – DGAI 

3. Government policy oriented towards food security, with 
overemphasis on rice programmes

4. Decentralization, enabling local governments to set their own 
organizational structures and creating problems in budget 
synchronization and allocation

5. Pressure from industrialized countries with indirect subsidies on 
agricultural product exports

6. Non-tariff barriers on Indonesian exports of agricultural products
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In addition, there will be more room for linking 
farmers to market segments, with greater potential 
for improving farmers’ incomes. Increasing eco-
nomic growth and per capita income will strengthen 
domestic market demand for food, while bilateral 
and multilateral agreements on the trade of agricul-
tural products and agro-industries, especially among 
Asian countries, are also increasing. Markets will be 
more dynamic and competitive, with an increasing 
role for the private sector, including agribusinesses 
enterprises and farmers’ groups. Universities and 
research centres are also providing increasing oppor-
tunities for entrepreneurship development financed 
by the government budget and donor agencies.

Threats: DGAPPM’s mandate is not well recognized 
outside the MOA, especially in the MOT, the MOI 
and the private sector; another unit in the MOI – 
DGAI – has the same function as the DGAPPM; and 
government agricultural policy is oriented towards 
food security and overemphasizes rice programmes. 
Since 2000, decentralization has allowed local gov-
ernments to set their own organizational structures, 
which creates problems for budget synchronization 
and allocation when local government agribusiness 
units have different budget nomenclature. In addi-
tion, there is continuing pressure from industrialized 
countries that provide indirect subsidies on agricul-
tural product exports, and there are tariff barriers on 
Indonesian exports of agricultural products.

3.6 INsTITuTIONAl COMPARATIvE 
ADvANTAgEs

DGAI in the MOI has some overlapping service 
areas with DGAPPM. DGAI has three directo-
rates for commodity groupings: Forest Product 
and Estate Crop Industry; Food, Sea Product and 
Fisheries Industry; and Beverages and Tobacco 
Industry. However, the MOI is more focused on the 
manufacturing side of industry and has less inter-
est in maximizing agro-industry potential. Agro-
industries considered priorities by the MOI include 
those for cooking oil (palm-oil based), paper pulp, 
wheat flour and rattan-based handicrafts.

1. It has better knowledge and understanding 
of the problems of the agroproduct supply 

chain, particularly those associated with the 
sourcing of raw materials for industry. As 
agroproducts are produced mainly by small 
farmers, securing the supply chain of raw 
materials for the processing industry is very 
challenging and complicated. In providing 
services to agroprocessing, DGAPPM’s basic, 
commodity-specific knowledge has been its 
main comparative advantage over units from 
manufacturing industries.

2. It has a sound programme coordination 
mechanism along the supply chain with the 
commodity group DGs (Horticulture, Estate 
Crops, Food Crops, etc.), which supports 
service provision while avoiding overlap in 
services, creating greater programme synergy 
and the potential for sustainable impacts. 

3. It is more familiar with the socio-economic 
problems facing stakeholders in specific 
agroproducts. For example, the agro-socio-
economic environment in rice production 
areas differs from that in highland vegetable 
areas. The development of a sustainable sup-
ply chain from the farm level will require an 
appropriate institutional setting for the chain, 
and any foreseen risks and uncertainty will 
have to be internalized. 

The MOA vision is “to develop sustainable 
industrial agriculture based on local resources, in 
improving food sovereignty, value added, com-
petitiveness, export of agricultural products and 
increased farmer welfare”. It is clear from past 
experience in Indonesia that industrial develop-
ment only at the downstream end of the chain will 
not benefit farmers; the trickle-down effect has 
not worked. It is only when agro-industry is con-
nected to farmers through sustainable supply chain 
mechanisms that farmers experience improvements 
in their lives. DGAPPM has a mission to develop 
an agro-industry system in rural areas, through 
the integration of production systems and post-
harvest, processing and marketing activities for 
agricultural products, to increase employment 
opportunities in rural areas, value added to agri-
cultural products and farmers’ incomes.
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4.1 PRIORITy AREAs FOR  
CAPACITy BuIlDINg 

Appraisal of the DGAPPM business model for 
agribusiness service provision in section 3 indicated 
a lack of human resources capacity in several criti-
cal areas. Given the importance of these services to 
agribusiness development, especially in rural areas, 
and the current gap in human resources compe-
tency, it is suggested that capacity building efforts 
should be concentrated on the five most importance 
service areas with the potential for critical impact:

1. Appraisal of business models is provided by 
the Directorate of Business Development 
and Investment. As the demand for modern 
agricultural products of higher quality grows, 
consumers expect more variety of products, 
higher product quality and more health-
oriented production processes. This trend 
creates a huge opportunity for a wide range 
of new businesses and products. However, to 
exploit these new market opportunities, there 
is need to develop a good understanding of 
market segmentation theory, business strat-
egy and the latest trends in modern market 
development. The existing human resources 
at DGAPPM are not sufficiently trained and 
lack knowledge of modern market segmenta-
tion. There is high demand from the provincial 
and district levels for services in developing 
new businesses. 

2. Value chain analysis is also provided by the 
Directorate of Business Development and 
Investment and is considered a high priority in 
terms of funding allocation and demand from 
stakeholders. More staff training is needed, 
particularly on the development of sustainable 
value chains and on value chain intervention 
strategies for development, which are currently 
used widely by leading development agencies. 

3. Support to collective action and alliance build-
ing is a secondary service area provided by the 
Directorate of Domestic Marketing. Although 
not in the DGAPPM’s core programme, these 
services are the key to linking farmers to mar-
ket. There is a strong need to develop staff 
capacity to support the development of farm-

ers’ groups within the chain, to link farmers to 
dynamic markets.

4. Trade and marketing appraisal and support are 
a core service area under the Directorates of 
Domestic Marketing and International Mar-
keting. The staff employed to support this area 
have a low level of competency; there is need 
to develop their capacities to assume the role 
of chain aggregators and integrators for small 
farmers’ production and in linking farmers 
to organized markets, such as modern food 
processing industries and retailers, and export 
markets. This is an innovative approach in the 
context of sustainable value chain develop-
ment and should be pursued by DGAPPM.

5. Sharing of knowledge and information per-
taining to the agribusiness sector is provided 
by the Directorates of Domestic Marketing 
and International Marketing and is supported 
by only a strong Web team, which creates and 
maintains the price information service. There 
is strong need to train field staff in data col-
lection. Current price data collection does not 
follow a clear, consistent methodology, so data 
interpretation can be inaccurate and misleading. 
Training on sampling methodology, data collec-
tion, and the calculation and reporting of price 
data is crucial and will improve the accuracy 
and information quality of this service area. 

4.2 DEvElOPMENT PATh
The future development path for DGAPPM depends 
greatly on long overdue clarification of the over-
lapping functions and relationship between it and 
DGAI. Over the past ten years, through DGAPPM 
and the commodity group DGs, the MOA has 
facilitated and supported links between farmers (the 
on-farm system) and the processing industry. The 
MOI, through DGAI, has a mandate for all aspects 
of the agroproduct processing industry, but focuses 
on agro-industry actors and not on the farmers who 
produce raw materials. The two ministries have 
major communication and coordination problems 
in supporting agro-industrial development. So far, 
the regulations and mandates provided to overcome 
this problem have been inadequate. 

Chapter 4
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The problems indicated are: i) growth in raw 
material production has not kept pace with the 
growth and capacity of processing units; ii) there 
are huge gaps in the planning of production and 
processing industries; iii) actors in the on-farm 
subsystem face significant constraints in develop-
ing cropping plans, because of weak infrastructure; 
iv) the transparency of transactions is low, and 
the costs are high; and v) on-farm incentives and 
policy are inconsistent with those for the off-farm 
industry because the two ministries have different 
visions of the most suitable approach to agro-
industry development.

 In 1986, the government shifted the mandate for 
development of the agroprocessing industries for 
several politically important commodities to the 
MOA. Article 2 of Government Regulation No. 
17/1986 gave the MOA the mandate for such com-
modity areas as the sugar cane industry, palm-oil 
processing, rice milling, processing of ocean-catch 
fish, green and black tea processing, and the vac-
cine, serum and biological diagnostics for animal 
care industry. The MOI holds the mandate for the 
forest product and plantation industry, the food, 
seafood and fisheries industry, and the tobacco and 
beverages industry, each handled by a directorate 
under DGAI.

Following the rapid increase in food imports, 
especially of processed foods, public debates have 
called for serious attention to the competitiveness 
of domestic products. To increase the competitive-
ness of local agro-industrial products, the vertical 
coordination between on-farm and downstream 
industry need to be greatly improved. It is therefore 
suggested that the mandate and authority of the 
MOA be expanded to include regulation, facilita-
tion and development of all agricultural processing 
industries. This step is necessary to develop strong 
connections between agro-industrial growth and 
rural agricultural development through an agro-
industry system in rural areas, based on the inte-
gration of production systems and post-harvest, 
processing and marketing activities for agricultural 
products, to increase employment opportunities in 
rural areas, the value added of agricultural products 
and farmers’ incomes.

Preparation for the MOA’s assumption of this 
extended mandate started to 2004, with intensive 
discussion of a letter from the Minister of Agri-
culture to the President of Indonesia (No. 265/
OT.220/M/12/2004). In 2005, a response from the 
Cabinet Secretary (No.B.10/Seskab/1/2005) sug-
gested developing coordination with related min-
istries, especially the MOI. An academic paper on 

the extension of the MOA mandate was presented 
in the same year. 

In 2006, discussions were held with universities, 
private actors and other stakeholders on the MOA’s 
handling of agro-industry issues. A position paper 
on the proposed functions and responsibilities of 
the MOA in relation to agricultural product pro-
cessing industries was developed throughout 2007, 
and discussions of a revised strategy and policy on 
the processing and marketing of agricultural prod-
ucts as a contribution to food sovereignty were 
organized in 2008, involving universities, market 
actors, the MOI and the legislative body. 

In 2009, the issue was discussed at the National 
Summit of the Indonesian Cabinet and the MOA’s 
100 Days Programme, and in December of that 
year, in an interview with a national newspaper, 
the Minister of Industry confirmed his personal 
support to the proposal for extending the MOA’s 
mandate to include all agroprocessing industries. As 
a consequence, the MOI’s DGAI was to be elimi-
nated. Meanwhile, the MOA had been preparing 
for the expanded mandate by improving the organi-
zational capacity and infrastructure of DGAPPM 
and increasing its human resources capacity since 
2004. According to Government Regulation No. 
17 of 1986, the mandate will be expanded through a 
Presidential Decree. This proposal is now awaiting 
the final word from the President. 

4.3 POTENTIAl ROlEs AND 
INsTRuMENTs FOR FAO suPPORT 

There is no clear theory or formula for responding 
to the dynamic changes occurring in the agricul-
tural products market. Each country has to experi-
ment, revising its strategy to cope with the chang-
ing environment in order to achieve its objectives. 
It is through such a process of trial and error 
that the Government of Indonesia’s MOA has 
responded to the transformation from traditional 
to modern agriculture. The agribusiness unit has 
been in operation since 1993, and is continuously 
being improved. FAO could support Indonesia in 
finding the most appropriate institutional model, 
policy and approach by providing training, techni-
cal assistance, and information sharing with other 
developing countries or experts from developed 
countries. Training topics that may prove useful 
include the following:

1. Formulation of policies, projects, programmes 
and budgets, to develop a realistic programme 
with consistent objectives, budgets and imple-
mentation plans: Many agribusiness develop-
ment programmes examined for this study 
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were good on paper but were not effectively 
translated on the ground.

2. Elaboration and sharing of comparative 
country case studies on current agribusiness 
issues and development initiatives: Interna-
tional workshops for sharing and exchanging 
information and discussing issues are the best 
tools for sharing experiences among countries 
and reducing the learning curve. As there is 
no single recipe for successful agribusiness 
and agro-industry promotion, it makes sense 
to share the various experiences of different 
actors and to explore the options for solving 
common problems. 

3. Effective communications, public relations, 
media management and image building: 
Despite its competency in several core service 

areas, DGAPPM has not been able to change 
the production-oriented image of the MOA to 
an agribusiness system orientation. Stakehold-
ers’ perceptions may underestimate the actual 
achievements of DGAPPM because of poor 
public relations. 

4. Training and workshops on agribusiness issues 
in a changing world, to provide developing 
countries with optimum strategies and pre-
emptive policies on topics such as:
�� improved competitiveness – with strategies 

for the inclusion of small farmers in rapidly 
changing and modernizing markets;
�� climate change adaptation strategies for 

small farmers in developing countries; 
�� the role of women in sustainable agribusi-

ness value chain systems.
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Although the MOA has had an agribusiness unit 
since 1993, it is still seeking the right organizational 
format and function for that unit. The first agribusi-
ness unit was established in 1993 as the Agency of 
Agribusiness, at the same level as a directorate gen-
eral. The structure of MoA was re-organized again 
in 2001 based on the agribusiness system concept. 
Each unit in the MoA’s structure provides services to 
a specific subsystem of agribusiness: infrastructure 
subsystem (DG of Infrastructure), on-farm sub-
system (DG of Food Crops, Horticulture, Estate 
Crops, and Livestock) and downstream off-farm 
subsystem (DG of Agricultural Product Processing 
and Marketing). Other remaining units in the MoA 
are considered as support subsystems. According 
to the agribusiness systems thinking concept, to 
produce highly competitive products, the subsys-
tem needs to be integrated to create vertical agri-
business product chains. To date, the ministry has 
revised the business unit’s organizational structure 
six times to make it more effective (see subsection 
2.1). DGAPPM may still require further changes 
in the future to incorporate new relationships with 
ministries such as the MOI and the MOT. 

DGAPPM provides services to the downstream, 
off-farm subsystem of the agribusiness system, 
which has been demonstrated as a good model for 
providing a wide spectrum of agribusiness ser-
vices. The DG has five main service areas based on 
function: Business Development and Investment, 
Agricultural Products Processing, Quality and 
Standards, Domestic Marketing and International 
Marketing. Each of the main service areas is handled 
by a specific directorate. The services provided by 
DGAPPM cover all 11 of the agribusiness service 
areas examined for this study, with ten considered 
core services. Most of these service areas fall under 
the supervision of three directorates: Business 
Development and Investment, Domestic Market-
ing and International Marketing. Each of the other 
directorates provides services in at least one of the 11 
areas. This means that the DG of APPM is already 
offering a complete set of agribusiness services.

However in terms of functionality, DGAPPM 
has not been performing well in delivering its ser-
vices. The factors identified as affecting this perfor-

mance were the DG’s unrealistically small budget 
allocation compared with the wide range of services 
it provides and the number of its clients; and its 
staff’s low technical competency in handling some 
areas of service provision, despite efforts to increase 
the DG’s human resources capacity. DGAPPM 
has a strategic and important role in achieving the 
overall objective of the MOA – improving the value 
added, competitiveness and exports of agricultural 
products – but it receives only 5 percent of the 
MOA’s total budget. As the main service provider 
in the MoA that links agribusiness actors, including 
farmers, to the market and the processing industry, 
it has to provide services to a wide range of clients 
which includes staff from regional, provincial and 
district agricultural offices. The conclusion on 
DGAPPM’s underperformance is based on consist-
ent evidence from stakeholders, who had very lim-
ited awareness of DGAPPM’s function, mandate 
and even existence.

Although the provision of services for down-
stream, off-farm activities such as the processing 
and marketing of priority commodities – sugar 
cane, palm-oil, rice – was incorporated into MOA’s 
mandate through DGAPPM in 1986, , in reality the 
ministry still plays only a very limited role in the 
development of these commodity chains beyond 
production activities. Authority, policy and the issu-
ing of permits for the processing industry, including 
agro-industries, still fall mainly under the MOI’s 
mandate. In theory, this issue could be resolved 
through interministerial coordination under the 
Coordinating Ministry of Economy, but this has 
proved very difficult because the two ministries 
have major communication and coordination prob-
lems when it comes to supporting agro-industrial 
development (see subsection 4.2). The problems 
include: (a) the growth of raw material production 
has not been consistent with the growth and capac-
ity of the processing units; (b) there has been a huge 
gap in production planning and the planning of the 
processing industry; (c) huge constraints for actors 
in the on-farm subsystem to develop cropping plans 
due to weak infrastructure, low transparency and 
the high cost of transactions; and (d) inconsistency 
of incentives and policies in on-farm and for the 
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actors in off-farm industry because the two min-
istries have different visions on the best approach 
towards agro-industry development.

At the MOI, services for the industrial process-
ing of agricultural products are provided by DGAI. 
However, the DG seems to be more interested in 
the manufacturing side than in the potential role 
of small farmers as part of the agro-industry sup-
ply chain. DGAI staff have little understanding of 
the special nature of agrosupply chains and agri-
business, so the services provided by the DG are 
unlikely to result in farmers and rural areas benefit-
ing from agro-industry development. DGAPPM 
has greater knowledge and understanding of prob-
lems related to agroproduct supply chains, as it 
represents the primary raw material suppliers for 
agro-industry. Since the majority of agro-products 
are produced by small farmers, securing the supply 
chain for raw materials for the processing industry 
has been very challenging and complicated. This 
basic commodity-specific knowledge is the main 
comparative advantage of DGAPPM in providing 
services for agroprocessing. 

A suggested development path is to expand the 
DGAPPM’s mandate to include agro-industry 
development for all commodities, by integrat-
ing DGAI into DGAPPM under the MOA. The 
MOA’s mandate and authority would therefore 
be increased to include regulation, facilitation and 
development of agroprocessing for all primary 
agro-industry commodities. This step is necessary 
to develop strong connections between agro-indus-
trial growth and rural agricultural development 
through an integrated system of agro-industries in 

rural areas. This integration of production systems, 
post-harvest, processing and marketing of agricul-
tural products can help to increase employment 
opportunities in rural areas, add value to agricul-
tural products and increase farmers’ income. How-
ever, even with its current more limited mandate, 
DGAPPM has encountered major problems in 
coordinating the sugar cane, rice and tea industries. 

FAO could support Indonesia and other devel-
oping countries in identifying the institutional 
models, policies and approaches that best serve 
agribusiness objectives, by providing training, tech-
nical assistance, and experience sharing with other 
developing countries and experts from developed 
countries. Capacity building areas that may be use-
ful include: 

a. formulation of policies, projects, programmes 
and budgets to develop realistic programmes 
with consistent objectives, budgets and 
implementation plans; 

b. elaboration and sharing of comparative coun-
try case studies on key emerging agribusiness 
issues and current development initiatives; 

c. international workshops for sharing and dis-
cussing knowledge, information and experi-
ences among countries, to reduce the learning 
curve; 

d. training and workshops on effective commu-
nications and public relations, media manage-
ment and image building;

e. training and workshops on agribusiness issues in 
a changing world, to support developing coun-
tries in preparing optimum strategies and pre-
emptive policies for addressing the challenges.
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Annex 1

Key informants 

No. Name Position Address

1. Ir. Agustin Zein Karnaen, 
M.Sc.

Secretary of DGAPPM, MOA Ministry of Agriculture 
Jl. Harsono RM No. 3,  
Gedung D Lantai II 
Ragunan Jakarta Selatan

2. Dr Ir. Gardjita Budi,  
M.Agr. ST 

Director of Quality and Standardization, 

DGAPPM, MOA

Ministry of Agriculture 
Jl. Harsono RM No. 3,  
Gedung D Lantai II 
Ragunan Jakarta Selatan

3. Ir. Agus Amran, SU Head of Planning Division,

DGAPPM, MOA

Ministry of Agriculture 
Jl. Harsono RM No. 3,  
Gedung D Lantai II 
Ragunan Jakarta Selatan

4. Dr Suprihartono Head of General Affairs Division,

DGAPPM, MOA

Ministry of Agriculture 
Jl. Harsono RM No. 3,  
Gedung D Lantai II 
Ragunan Jakarta Selatan

5. Dr Ir. Yul H. Bahar Director of Vegetable and Medicinal Plant 
Cultivation and Post-Harvest, 

DG of Horticulture, MOA

Directorate General of Horticulture, MOA 
Jl. AUP No. 3, Pasar Minggu  
Jakarta Selatan

6. Ir. Sri Kuntarsih, MM Director of Fruit Cultivation  
and Post-Harvest,

DG of Horticulture, MOA 

Directorate General Of Horticulture, MOA  
Jl. AUP No. 3, Pasar Minggu  
Jakarta Selatan

7. Dr Ir. Ani Andayani, M. Agr. Director of Floriculture Cultivation  
and Post-Harvest,

DG of Horticulture, MOA 

Directorate General Of Horticulture, MOA  
Jl. AUP No. 3, Pasar Minggu  
Jakarta Selatan

8. Ir. Soesilo, M.Sc. Director of Horticulture Protection,

DG of Horticulture, MOA

Directorate General Of Horticulture, MOA  
Jl. AUP No. 3, Pasar Minggu  
Jakarta Selatan

9. Dr Ir. Dwi Iswari, M.Sc. Head of Sub-Directorate of Shrubs,  
Director of Horticulture Protection,

DG of Horticulture MOA

Directorate General Of Horticulture, MOA  
Jl. AUP No. 3, Pasar Minggu  
Jakarta Selatan

10. Ir. Sukarman Head of Sub-Directorate of Vine Plants,

DG of Horticulture MOA

Directorate General Of Horticulture, MOA  
Jl. AUP No. 3, Pasar Minggu  
Jakarta Selatan

11. Prof. Dr Ir. Effendi 
Pasandaran

Senior Researcher Agency of Agricultural Research and 
Development, Ministry of Agriculture 
Jl. Raya Ragunan 
Jakarta Selatan

12. Ir. Adhi S. Lukman Chair, Indonesia Food and Beverage 
Association (GAPMMI)

Kementerian Pertanian RI 
Ged.F/Lt. 2 No.224A,  
Jalan Harsono RM, No. 3  
Pasar Minggu, Jakarta 12550

13. Dr Tommy Perdana, SP., MM Secretary, Value Chain Center,

University of Padjadjaran

LPPM Unpad 
Jl. Banda No. 40 
Bandung 40115

14. R.H.S. Slamet 
Bangsadikusumah, SH, MBA

Chair, Association of Plantation Company 
in West Java and Banten

Association of Plantation Company in 
West Java & Banten Jl. Cikapundung 
Barat No. 1 Bandung

see next page
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Annex 2

summary of KII results 

Respondent/industry 
cluster4 

Area of performance 
being assessed

Respondents’ viewpoints

1. Core agribusiness 
unit/cluster of 
bureaux/ departments

 � Secretary-General of 
DGAPPM and staff:

 – Chief of General 
Bureau

 – Chief of Planning 
Bureau

 – Chief of Law 
Bureau

 � Director of Quality 
and Standardization 

a. Functional role Agricultural production is not well integrated with agro-industry because the 
MOA handles only 21 percent of agricultural activities (mostly on-farm), while 
the remaining 79 percent (off-farm) is handled by the MOI and the MOT.

Proposal for a better functional role: Agro-industry for primary agricultural 
products should be under MOA authority, not that of the MOI or the MOT.

b. Coordinating role Coordination meetings for MOA departments/divisions are held at least 
once a month, and up to once a week during specific seasons (e.g. when 
agricultural product prices are rising). 

Interministerial coordination is the responsibility of the National Development 
Planning Board and the Coordinating Ministry for Economic Affairs.

Coordination with regional government is based on:

 � Law No. 32/2004 on Regional Autonomy;

 � Government Regulation No. 38/2007 on division of authority among 
central, provincial and district governments.

As a result of these regulations, DGAPPM programmes are not always 
implemented at the provincial/district level. Regional government has the 
right to allocate its own budget.

c. Delivery of 
public goods 
and agribusiness 
services

There is need for: 

 � food safety awareness raising;

 � certification of food safety; 

 � registration of local agricultural products;

 � food crop monitoring;

 � supply chain management;

 � market analysis;

 � real-time agricultural prices.

2. Partner organizations  

 � Indonesian Farmer 
Association (HKTI)

a. Functional role  � Responsibility for agribusiness development is divided among the MOA, 
the MOI and the MOT.

 � The MOA has insufficient authority for agribusiness development because 
it handles only on-farm activities, which are directed mainly to increasing 
agricultural production; distribution, processing and marketing are the 
responsibility of other ministries.

 � There is need to increase the power of the MOA through revision of 
laws and regulations regarding tasks and responsibilities. Establishment 
of a DG for Agribusiness is among the potential solutions for improving 
agribusiness performance in an integrated way.

b. Coordinating role  � Coordination between central and regional government is project-based, 
mainly for channelling national budget to regional programmes.

c. Delivery of 
public goods 
and agribusiness 
services

 � Central government should focus more on infrastructure development 
and other supporting agribusiness policy.

 � The national budget should be allocated according to the needs of 
regional governments, which vary among provinces/districts.

see next page
4 Industry cluster refers to the organization where the respondent is represented.
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Respondent/industry 
cluster

Area of performance 
being assessed

Respondents’ viewpoints

 � Value Chain 
Center, Padjadjaran 
University

a. Functional role  � Government has limited human and financial resources for developing 
agribusiness programmes. 

 � Communities (agricultural producers and entrepreneurs) have to be 
actively involved in improving agribusiness performance.

 � There is need for a third party to bridge information and communication 
gaps among government, business players and supporting institutions 
and to improve the enabling environment for agribusiness.

b. Coordinating role  � Establishment of a stakeholders’ forum has improved coordination 
among farmers, agribusiness enterprises, exporters, financial institutions, 
government, research institutes and donor agencies, and will eventually 
increase agribusiness performance.

c. Delivery of 
public goods 
and agribusiness 
services

 � Government resource limitations have resulted in unsustainable delivery of 
services.

3. Support bureaux/
departments

 

 � Agency of 
Agricultural Research 
and Development 
(AARD)

a. Functional role  � Agribusiness development has been slow because the government is still 
oriented towards food security.

 � Facilitation of entrepreneurship is lacking.

 � Free trade policy can be a threat as well as an opportunity.

 � Research has not been supported with a “sense of doing agribusiness”. 

 � Farmers depend on multinational corporations for seed supplies.

b. Coordinating role  � The Development Planning Board holds the authority to coordinate cross-
ministerial agricultural policy. 

 � Interministerial coordination needs to be improved to minimize 
overlapping of roles.

c. Delivery of 
public goods 
and agribusiness 
services

There is need to: 

 � facilitate technological improvement;

 � facilitate networks of farmers and large agribusiness enterprises;

 � develop areas/regions with potentially competitive advantages that have 
not been exploited by regional governments; 

 � develop policy instruments for subsidies and guidance.

 � DG of Horticulture

 � Director of Fruit 
Cultivation and Post-
Harvest

 � Director of Vegetable 
and Biofarm Plant 
Cultivation and Post-
Harvest

 � Director of 
Floriculture 
Cultivation and Post-
Harvest

 � Director of 
Horticulture Plant 
Protection

a. Functional role DGAPPM does not have full responsibility for agribusiness system development. 
Its role is in downstream activities (processing and marketing of agricultural 
products); upstream activities (cultivation and post-harvest handling) are the 
responsibility of other DGs.

DGAPPM’s role is to coordinate among the MOA, the MOT and the MOI, as 
primary industry is not under MOA authority.

Problems in developing agribusiness include:

 � officials’ tours of duty, which cause discontinuation of policy and 
programmes;

 � staff’s lack of competency. 

b. Coordinating role Each DG establishes its own stakeholders’ forum, for example the National 
Horticulture Board.

Among the impacts of poor coordination among the MOA, the MOI and the 
MOT are excessive commodity prices and imports of agricultural products.

c. Delivery of 
public goods 
and agribusiness 
services

Each DG has its own tasks and responsibilities for delivering agribusiness 
goods and services.

see next page
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Respondent/industry 
cluster 

Area of performance 
being assessed

Respondents’ viewpoints

 � Office of Food and 
Horticulture Plant, 
West Java Province

a. Functional role  � The province’s agribusiness programme is facilitated by the Provincial 
Agricultural Agency. 

 � The Business Development Division is the unit related to DGAPPM, which 
facilitates off-farm activities through post-harvest, product quality and 
marketing assessments.

 � The budget for agribusiness development at the provincial/district level 
comes from central and regional government. 

b. Coordinating role  � The Agricultural Agency holds coordination meetings for the central and 
regional levels at least once every three months. 

 � Coordination is more frequent during the formulation of development 
planning, which is regulated by Law No. 25/2004. 

c. Delivery of 
public goods 
and agribusiness 
services

There is need for:

 � development of infrastructure;

 � deployment of extension workers;

 � establishment of a packaging plant; 

 � development of an agribusiness station;

 � facilitation of market opportunities, through agricultural and food fairs 
and the deployment of market information officers;

 � information dissemination;

 � development of the one village, one product concept;

 � implementation of a rural agribusiness development programme.

4. Private agribusiness 
enterprises

 

 � Federation of 
Plantation Company 
in West Java and 
Banten 

a. Functional role  � The role of DGAPPM is not very well recognized by agribusiness enterprises 
in the province. 

 � Enterprises obtain agribusiness information from regional government 
agencies related to MoA, such as the Provincial Agricultural Agency 
(covering food crops and agriculture), the Provincial Plantation Agency and 
their special units.

b. Coordinating role Agribusiness enterprises in the province coordinate with regional 
government agencies related to the MOA.

State-owned enterprises (SOEs) coordinate most frequently with the 
Ministry of SOEs. Orientation is towards economic aspects and management 
(how to gain profit) rather than technical agricultural activities. 

Obstacles facing SOEs in developing agribusiness include unclear laws 
regarding rights to land use, illegal land acquisition by communities, and 
high costs of regional regulation (e.g. lack of specific wage scales).

c. Delivery of 
public goods 
and agribusiness 
services

Services delivered by provincial agencies include land management, crop 
cultivation improvement, and marketing of agricultural products through 
agricultural fairs.

see next page
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Respondent/industry 
cluster 

Area of performance 
being assessed

Respondents’ viewpoints

 � Federation of 
Indonesian Food and 
Beverage Industries 
(GAPMMI)

a. Functional role  � Government gives priority to food crops but not to horticulture.

 � As well as DGAPPM, other DGs in the MOA and other ministries also have 
roles in agribusiness. 

 � Several government institutions facilitate agribusiness enterprises in 
various ways.  

 � DGAPPM’s role is limited to facilitating agro-industry enterprises’ 
marketing, through food exhibitions in Indonesia and other countries.

b. Coordinating role  � Coordination is the responsibility of the Coordination Ministry of 
Economic Affairs, but implementation of its programmes/activities is not 
always well integrated. For example, at international food exhibitions, 
each ministry usually has its own booth rather than all being integrated 
into one pavilion.

 � Meetings among food industry stakeholders are held at least once every 
three months.

 � During the formulation of relevant regulations, such as for Halal food, 
the environment and waste management, meetings can be held twice or 
three times a week. 

 � The Association of Food and Beverage Entrepreneurs is most frequently 
invited by the Coordinating Ministry for Economic Affairs.

c. Delivery of 
public goods 
and agribusiness 
services

There is need for:

 � farmers’ markets;

 � market information for fruit clusters;

 � office space near the MOA office for the Association of Food and 
Beverage Entrepreneurs ;

 � publication of research findings on agricultural products every three 
months.

5. Donor agencies  

 � Australian Center 
for International 
Agricultural Research 
(ACIAR)velopment 
(AARD)

a. Functional role  � ACIAR is not very familiar with the function of DGAPPM and has never 
communicated with it on projects or technical assistance. 

 � Most of ACIAR’s coordination is with the DGs for commodity groups, such 
as Horticulture, Livestock, Plantation Crops; AARD; the Ministry of Fisheries 
and Marine Affairs; and regional government offices.

 � The MOA should focus on policy, strategy and national-level programmes, 
and coordination with regional government. It seems to be more 
interested in pilot projects that have little impact at the national level. 

 � Budget allocation for DGAPPM is unrealistic for achieving the goals, 
resulting in minimal/insignificant impacts.

b. Coordinating role  � Commodity group DGs have a very dominant role, especially the DG 
of Food Crops. The role and position of DGAMMP in coordinating 
agribusiness activities for all commodities under the MOA are not clear.

 � The MOA is very weak on research coordination: its own research 
centre is doing similar research to universities, while the private sector 
and farmers have very little support from research to improve their 
competitiveness and high-value-added business.

c. Delivery of 
public goods 
and agribusiness 
services

 � There are too many laboratory and research centres, with unclear 
outputs.

 � The MOA focuses more on providing subsidies and free seeds than on 
public goods and services, especially for food crops.

 � The MOA has been fairly successful in introducing new varieties and crops 
to different parts of Indonesia.

 � ACIAR is not familiar with the output and services of DGAMMP.



The agrifood system is changing rapidly in response to agricultural moderni-
zation and shifting consumer and societal demands for safer, better-quality 
and more convenient food. This new scenario coexists with more traditional 
types of family and subsistence farming. 

This changing environment places increased pressure on Ministries of 
Agriculture (MOAs) in developing countries to engage in agribusiness and 
agro-industry development. For this reason, over the past decade, many 
MOAs have established agribusiness units with technical, policy and coordi-
nation functions. To perform well, these units should be given clear manda-
tes and sufficient financial resources and qualified staff familiar with current 
agribusiness developments, such as value chain programmes, climate-smart 
agriculture, contract farming and public–private partnerships. However, this 
ideal scenario rarely occurs. A change in the mind-set of MOA staff is requi-
red to move beyond the traditional focus on production towards a more 
holistic, farm-to-fork approach that includes post-production issues; and 
this might prove to be quite a challenge.

To shed light on the role, performance and empowerment of these agri-
business units, FAO conducted a scoping survey of 71 countries and in-depth 
analyses of 21 case studies from Africa, Asia and Latin America. The primary 
objective was to draw lessons that can provide guidance to member coun-
tries on how to establish and operate well-performing agribusiness units. 
The outcome is presented in this series of country case studies, which con-
tribute to enriching knowledge and sharing information on institutional 
responses for enhancing the public commitment to inclusive agribusiness 
and agro-industrial growth and job creation.

PUBLIC SECTOR SUPPORT
FOR INCLUSIVE 
AGRIBUSINESS 

DEVELOPMENT

An appraisal of institutional 
models in Indonesia

Food and Agriculture Organization of the United Nations (FAO)
Viale delle Terme di Caracalla, 00153 Rome, Italy
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