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Abstract. Wetland farm diversification program in the district of Bojonegoro, Tulungagung,
and Ponorogo can not provide an optimal contribution to the income of farmers caused because
farmers are not able to cultivate high value-added commodities due to limited capital. This
study aims to identify the characteristics of farming, capital pattern, stakeholder role, to
analyze farming to know the pattern of planting suggestions and prospects, and to formulate
capital facilitation strategy. Farming capital is obtained through loans in financial institutions
with different patterns. Small farmers tend to utilize savings and credit cooperatives,
microcredit, and loan sharks, while farmers with large wetland holdings tend to utilize
commercial banks. P enelitian using descriptive method of farming profit analysis, and
SWOT. The government through the banking institutions have provided much facilitation in
the form of low-interest loans with flexible payment method. The generic strategy of selected
capital facilitation is to empower farmers through farmer groups who have the capability in
managing the capital needs of their members.

1. Introduction

Diversification of farming is believed to be an effective way to increase agricultural productivity
which in turn will have an effect on increasing household incomes of farmers. Development of
farming diversification needs to be done rationally and dynamically by considering environmental
factors and market demand in order to provide maximum benefit in increasing farmer's production and
income [1]. Low farm productivity has a strong correlation with low farm income. This causes the
farmer to spend most of his time doing other economic activities, such as farming, trading, and other
business / service activities to supplement his income. As a result, energy, time and business capital
that should be used for farming activities to be not optimal because it 1s used also to perform other
activities. The situation causes the farming can not provide optimal results.

According to [2], the success of farming diversification is determined by the capability of capital
and the availability of credit and the feasibility of farmers using credit in addition to other technical
factors such as water availability, land characteristics, agro-climate conditions, socio-cultural
characteristics of the community associated with technology adoption and development, As well as the
accessibility and smoothness of production marketing with infrastructure support. [3] Also adds that
the limited capital of farmers is the main factor that hampers the development of diversification and
lowering the productivity of farming. Capital is used by farmers to finance farming activities, such as
buying production facilities (seeds, fertilizers, and medicines), labor wages, and other operational
costs. Limited capital certainly limit the farmers to get the means of production so that farming
can not provide optimal results.
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Credit institutions for farming communities, including: Banking (Village Bank, Lumbung Desa
and Bank Rakyat Indonesia), State Pawn Company, and Cooperative (Village Unit Cooperative /
Cooperative Cooperative / Koperta Cooperative). The government launched various types of financing
for the agricultural sector. The types of credit for agricultural financing currently being launched by
the Ministry of Agriculture are Food and Energy Security Loans (KKP-E), Micro and Small Business
Loans (KUMK-SUP 05), People's Business Credit (KUR). The use of formal sector financing sources
of the KKP-E credit program, especially for horticultural cultivation, is still minimal [4]. The low
accessibility of the farmers to the capital services is also due to the fact that the capital institution
appointed to distribute it is not entirely on the side of the farmers, the interest is too high, the
guarantee of conditions that farmers can not meet, the time-consuming disbursement process, the long-
running bureaucracy. As a result farmers switched to middlemen to get a capital loan quickly and not
long-distance, for it needs an institutional strengthening [5].

The problems faced in the development of farm diversification through capitalization facility
1s How can farm diversification pattern characteristic of capital in the reffurch area, How can the role
of stakeholders towards the provision of capital@lfaciliies on farm diversification in the
research area, and How can the strategies undertaken in the development of farm diversification?

The research was carried out with consideration of the limitations of the farmers in the capital,
institutional role and function of farmers and finance have not gone well, the accessibility to financial
sources formally remains low, inequality in access to services of farming to the farmers as well as the
lack of stimulus from institutions of funding has resulted in a lack of confidence of farmers to run his
farm, it is necessary to review the role of stakeholders in the provision of capital.

2. Fiethod

e location of research acliv?s in three (3)regions include: Bojonegoro, Ponorogo, and
Tulungagung. The timing of the 6(six) months starting April to October in 2016. search
uses descriptive research with qualitative techniques for collecting, processing, classifying to obtain
information about the characteristics of the farm and the capitalization of research sites, as well as the
formulation of the strategy Development of farming diversification through capital facilitation.

2.1 Details of the research stages

2.1.1. Identification characteristic farm diversification patterns of capital. Aiming to get
information about the sources of capital that are used for farming, which is often chosen financing
scheme, the informal capital resources, and how it is used by farmers. The method used is descriptive
method [6].

2.1. 200 Identify the role of stakeholders for the provision of capital facilities. Diversification farms
exist 1n the research area aims to obtain information about the firms in the form of a pattern of capital
facilitation Farming more efficient and effective. The method used is comparative dcscrip@c method.

2.1.3. Commodity farm diversification development strategy priorities. Strategy development
of farm diversification of commodities priority in the research area aims to explore factors that the
strengths, weaknesses, opportunities and threats farm diversification of commodities priority in the
research area and then formulate a development strategy with a focus on tightening clamp existing
mnstitutional and capital farm, has it under the method SWOT [7].

2.1.4 . Capturing Techniques and Data Collection. The data were collected by using non-
probabilistic sampling technique in stages according to the research stage. The sample of the study
were respondents from farmers as farmers, farmers group (poktan), and academicians. The sample of
the study came from selected sub-districts that represented the diversification location of the
farm. Data collection techniques were conducted by interview, questionnaire, observation, and
documentation study. The data collected in this study consist of primary data and secondary
data. Primary data were obtained from field observation and in-depth interviews with respondents.
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Secondary data were obtained from the literature in order to obtain the theoretical foundation and the
supporting  data  relating to  materials  research (desk research). Extracting  information
from respondents are either structured using questionnaires and tools are no structures to conduct in-
depth interviews (in-depth interview) that aims to explore as much information. In the process of
acquisition  of information  from respondents conducted through expert surveys and
brainstorming through group discussion forum

2.1.5. Data analysis. Formulation of alternative strategies for diversification of farming development
using SWOT analysis. SWOT matrix can describe four possible alternatives strategy, the strategy of
power-opportunities (SO strategies ), the strategy of weakness-opportunities (WO strategies), strategy -
ancaman strength (ST strategies), and the weakness of the strategy-threats (WT strategies) [7].

3. Result and Discussion

Total population Ponorogo produced from BPS projection is equal to 867 393 inhabitants in 2015
recorded the District Ponorogo have the largest populations, namely 76 785 inhabitants, followed by
the District Babadan 65 452 inhabitants and the District Ngrayun many as 56 373 people. K epadatan
Ponorogo population in 2015 reached 632 people per km 2. The highest population density is found in
Kecamatan Ponorogo which is 3,442 people per km2 and the lowest in Pudak Sub-district is 192
people  per  km2. Sectoral employment in  Ponorogo is  still dominated by the
agricultural sector, although declining from the year 2014 - 2015, because the agricultural sector is
highly dependent on natural conditions, the risk of business failure is quite high.

The problem faced is the existing farmer institution has not been able to move the farmers in the
expected direction. Poktan and Gapoktan have not been able to mobilize their members to take an
active role in empowering government programs such as SL-PTT, SL-GAP, PMI, dissemination and
counseling. Generally, farmers are more interested in programs that are of direct assistance. Another
problem is that farmers do not feel the direct benefits of the group because not all important problems
faced can be resolved, such as low harvest prices, marketing, selection of cropping patterns, scarcity of
fertilizer, high seed prices, and capital. On the other hand, the government has not been able to provide
effective solutions through groups for these problems. As a result, group activities and government
programs can not be properly implemented. Groups become helpless, whereas Poktan or Gapoktan is
the motor of agricultural progress.

Limited capital has indeed been responded by the banking and other financial institutions by
providing various credit schemes. But still, small farmers have difficulty accessing credit due to the
lack of collateral. Farmers also often have difficulty facing the banking administration process,
especially those related to the risk of crop failure and farming costs. This is what causes the People's
Business Loan (KUR), Credit for Food and Energy Security (KKP-E) and A similar program of
success 1s still far from expectations. Although the government instructed that these programs be
without collateral, but in practice the banks still use the guarantee. Data from Bank Indonesia Jember
shows that credit distribution for agriculture sector is very small, only about 5%, while industry and
trade sectors reach 47.3% and 32.35% of total loans disbursed. This fact indicates that the banks are
less interested in the existing agricultural business model as it is today.

Development strategy of farming diversification is arranged so that its operation can be carried out
effectively. To achieve this, many factors need to be considered, including their compatibility with the
actual problems experienced by farmers, the characteristics of the farming community, and the
institutional readiness of the farmers and their implementing organizations. Therefore, a
comprehensive analysis is needed to find out key development strategies. To generate a key strategy of
diversifying farming development through capital facilitation in Bojonegoro, Ponorogo and
Tulungagung districts, SWOT analysis was used.

Exploration internal factors (strengths and weaknesses) and external factors (opportunities and
threats) is done through expert survey with a number of sources that originated the main actors in
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agriculture and colleges. Exploration results contained in the form of IFAS (Internal Strategic Factors
Analysis Summary) and EFAS (External Strategic Factors Analysis Summary).

IFAS (Internal Strategic Factors Analysis Summary)

Strength (Strong):

1) The existence of various types of [unding assistance for farming (grants, rolling, and interest
subsidies)

2) The existence of poktan and extension agents that spread to remote villages in adequate numbers

3) Small farmers prefer access to capital managed by farmer groups

4) The potential for self-supporting capital is quite high

Weakness (Weakness):

1) Weak supervision in fund disbursement

2) Limitations of managerial and managerial technical skills

3) Lack of strict sanctions against bad loans

4) Donated funds are not on target

5) Overlapping funding making it less effective

6) Less consideration of phasing and business scale

7) Weak farmers' responsibility towards the use of farm funds

8) The practice of farm funding programs is generally unsustainable

EFAS (External Strategic Factors Analysis Summary)

Opportunity (Opportunity):

1) The capital requirement of farming is quite high

2) Government's support and commitment to capital facilitation

3) The prospect of a promising commodity market

4) There is a chance of cooperation / partnership of farmer group with banking / financial institution

5) The existence of cooperation opportunities poktan / gapoktan with business partners for
agribusiness activities

6) There are grants and agricultural subsidies that are accessible to groups and individual farmers

7) Opportunities utilize CSR (Corporate Social Responsibility)

Threat (Threat):

DRisk of business failure / harvest

2)Market competition with similar commodities from other producers
3)Fluctuations in harvest prices

4)The existence of various sources of capital

5)Bank administrative requirements are still burdensome, especially collateral
6)The role of middlemen is still dominant in the capital of small farmers
7)The use of credit for non-agricultural activities (consumptive / household)
8)The risk of bad debts is quite potential

Formulation of Generic Strategies for Farm Diversification Development through Facilitation of
Capital

To formulate generic strategy of diversification development of farming system through capital
facilitation, internal and external factors are analyzed using SWOT method. Analysis i1s done by
confronting the internal factors to the external and then attempted a strategy to overcome them. The
resulting strategy was used as the basis for developing models of development in Bojonegoro,
Ponorogo and Tulungagung districts. There are eight strategies that should be used in developing a
model farm diversification.
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S - O Strategy

Key strategies that can be done in the development of farm diversification by facilitating
poktan capital iscapable of managing the capital to develop high wvalue agri-commodities
and m endorong strengthening the group's capital through cooperation with banks / financial
institutions and companies.

W - O Strategy

This strategy aims to address internal weaknesses by taking advantage of external opportunities. Key
strategies that can be done 1s p Training in technical and managerial board poktan / gapoktan in the
areas of capital management and developing poktan / gapoktan by growing a productive unit

Strategy S-T

The strategy aims to avoid or reduce the impact of the threat of using force there. Key strategies that
can be implemented are: 1) Develop a savings and loan in poktan / gapoktan to encourage farm
diversification; and 2) increase its cooperation with business partners to develop investment markets
and farming .

Strategy W-T E

The strategy aims to minimize weaknesses and avoid threats faced in the development of farm
diversification in the research area. Key strategies that can be done isrepairing mechanism for
channeling funds to avoid business failure and optimalization companion role to strengthen the
business units of the group.

4. Conclusion

Development of a model farmer groups powerless is a generic model that can be done in
District Ponorogo to empower farmers / farmer households in order to have sufficient ability to do
farming properly and are able to manage aid capital effectively, and become embryos corporate
farming in order to have the ability to empower members and the group referred to in the first goal,
and capable of managing / facilitating capital for its members.
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