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ABSTRACT

As part of the government initiative to improve the production of agricultural
commodities, particularly the five major staples — rice, maize, soybeans, sugar and beef,
the Ministry of Agriculture (MoA) of the Republic of Indonesia launched the
implementation of the Institution for Rental Service of Agricultural Machinery (IRSAM)
programme in 1998. The programme aims to encourage the use of farm machinery at the
farm level to improve agricultural production, and to promote farmers to develop a rural

business unit by providing agricultural machinery services to other farmers.

The IRSAM programme has been rolled out for more than 18 years. From this
programme, many farmers have received machinery and started to provide services to
other farmers. Nevertheless, the implementation of the IRSAM programme has been
applied to different areas of the Republic of Indonesia, and showed various levels of
success. Some IRSAMs have successfully developed the units into profitable businesses.
However, the majority of the IRSAMs are still underdeveloped. This research is interested
in gaining a deeper understanding of the factors that are shaping the operation of IRSAMs,
especially in the Special Region of Yogyakarta and how they are working on those
factors. By understanding the various factors, there would be a possibility for this research
to provide recommendations on how the MoA will be able to improve the implementation

of the IRSAM programme.

A multiple case studies approach was used to explore factors and circumstances, which
influence the operation of the IRSAM. Two cases were selected in the Special Region of
Yogyakarta. One IRSAM was chosen in each of Gunungkidul Regency and Bantul
Regency, respectively. This research applied purposive and snowballed sampling to select
participants. Sixteen groups of participants were interviewed. This research analysed the

data using qualitative data analysis method.

The results revealed four significant factors influenced the operation of both IRSAMs.
These were: 1) managers with good administrative and finance skills, 2) the availability
of capable machinery operators, 3) the demand for machinery services from farmers

(farmer group members and non-members), and 4) the availability of institutional support
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from the public and private sectors that enable the IRSAM to flourish, such as access to
financial aid, the availability of spare parts, access to agricultural extension services,
training for IRSAM employees, and rural infrastructure (rural road networks and

irrigation networks).

Although most of these factors have been identified in other literature, significantly, this
research highlighted one factor that has previously not been identified. This factor was
the availability of alternative private providers/other IRSAMs around the selected
IRSAMs. Additionally, it was revealed that the formal organisation structure of the
IRSAM seemed only to exist in the Republic of Indonesia. The formal structure has made
the roles of manager and operators a significantly important factor in affecting the

operation and success of the IRSAM.

This research illustrates the complexity of the dynamic factors that affect the operation of
small-scale machinery service providers. The local circumstances and different
characteristics of situations are going to mean that the specific factors and settings that
are shaping the performance of the machinery hiring group will vary. This research shows
how the delivery process of the IRSAM programme using a blanket policy does allow the
IRSAMs to perform well across different situations. This study highlights the value that
could be had for the IRSAMs to perform better if the government better targets types of
machinery to match specific needs of farmers in different areas. Besides, the research
suggests that the government could develop a database management system of public and
private machinery hire services to obtain information on the actual supply and demand of

machinery services.
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