
Copyright © 2026, This work is licensed by | 205 

 
 

MORE THAN BARRIERS: INSTITUTIONAL MISALIGNMENTS 
AND THE FLAWED IMPLEMENTATION OF FARMER 

CORPORATION IN INDONESIA 

Mizan Ikhlasul Rahman1*, Wisnu Putra Danarto2, Rosalina Kumalawati2 

1) Department of Economics and Development Studies, Lambung Mangkurat University, Banjarmasin, 
Indonesia 

2) Department of Geography, Lambung Mangkurat University, Banjarmasin, Indonesia 
* Corresponding author: mizanrahman@ulm.ac.id 
 

ARTICLE INFO 

Keywords:  
Agriculture 
Corporation 
Cooperative 
Development 
Institution 

 
 
  
 
 
 
 
 
 
 
 
 
Submitted: 
17 January 2025  
Revised: 
10 September 2025  
Accepted: 
10 November 2025 

ABSTRACT 

Effective institutional arrangements and policies can transform the 
agricultural sector by enhancing productivity to address present and 
future challenges. The food estate based on farmer corporation is 
viewed as a promising model for agricultural institutional 
development. It has the potential to integrate various agricultural 
activities from upstream to downstream, thereby increasing farmers’ 
overall productivity and welfare. However, institutional 
misalignments hinder optimal outcomes. This study employs a 
blended approach that includes an exploratory study and a deductive 
thematic analysis guided by the Institutional Analysis and 
Development (IAD) framework. The exploratory study emphasizes 
the importance of developing agricultural institutions and identifies 
key gaps between the grand design of food estate and its actual 
implementation. Meanwhile, the deductive thematic analysis further 
explores stakeholders’ perspectives, serving as a foundation for the 
analysis using the IAD framework. The study finds that ineffective 
implementation of the food estate and the suboptimal establishment 
of farmer corporation are caused by stakeholders’ limited 
understanding, weak coordination, insufficient technology, low skills 
and capacities among human resources, and limited access to capital. 
Additionally, when developing agricultural institutions, it is essential 
to consider the local community’s support and trust to improve the 
suitability of the selected institutional form. Furthermore, 
agricultural institutional development should be supported by a 
well-organized structure, clear operational plans, and core activities 
to ensure sustainable implementation. 
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INTRODUCTION 

Agriculture has long been pivotal to development and economic growth, 
providing essential products and employment that significantly contribute to 
poverty alleviation (Awokuse & Xie, 2015; Christiaensen & Martin, 2018; Dethier & 
Effenberger, 2012; Gassner et al., 2019). However, this potential and expected impact 
of agriculture is limited by institutional barriers, such as power imbalances, unequal 
asset distribution, unfavorable policies, and weak institutional capacity (Bruinsma, 
2017). Achieving productive agriculture requires adopting science and technology, 
investing in research and development, building capacity, and active participation 
by local farmers and governments (Dolinska & d’Aquino, 2016; Mellor, 2017; Nin-
Pratt, 2016). Agriculture also promotes economic growth by increasing exports and 
facilitating the import of other goods (Sihombing et al., 2020). Schultz’s view 
emphasizes the importance of agriculture, stating that ‘it guarantees subsistence for 
society, without which growth is not possible’ (Dethier & Effenberger, 2012, p. 178). 
In times of global uncertainty and volatile food prices, ensuring food security is 
critical (Rusastra et al., 2016). Countries must develop strategies to meet their 
domestic food demand. Increasing agricultural productivity to meet global food 
demands is challenging, especially when aiming for sustainability (Bruinsma, 2017). 
Optimal productivity involves inputs such as labor, land, fertilizer, technology, 
machinery, and infrastructure, alongside complementary activities such as research 
and development, policy development, and institutional arrangements (DeBoe, 2020; 
Lankoski & Thiem, 2020; Nin-Pratt, 2016). 

Institutional arrangements, defined as systems of agreements, regulations, 
norms, and conventions, create a stable environment for governance and social 
interaction (Shirley, 2005; Sidibé et al., 2018; Slangen, 2001; Totin et al., 2018). These 
arrangements reduce uncertainty and irrationality in behavior and interactions 
(Kirsten, 2009). A well-designed institution can transform the agricultural sector 
through robust plans, policies, and mechanisms that address both present and future 
challenges (El Bilali, 2019; Vermeulen et al., 2018). Agricultural institutions must 
evolve to address dynamic trends and challenges, such as food insecurity, by 
ensuring sustainable supply chains and proper land use (De Janvry, 2010; Lanz et al., 
2018). Well-established institutions indicate good governance, resulting in high-
quality processes and outcomes (Dethier & Effenberger, 2012; Sidibé et al., 2018). 

Institutional development through better governance or government 
intervention aims to promote sustainable agriculture (Velten et al., 2015). These 
interventions include state-promoted programs, agricultural extension agencies, 
capacity building, and financial support (Raitzer et al., 2015; Schut et al., 2016; 
Sheingate, 2021). The private sector also contributes through funding, investment, 
and commercialization of agricultural products (Fuglie, 2016; Martin & Clapp, 2015). 
Successful outcomes from these interventions indicate well-functioning institutions, 
whereas failures often stem from weak institutions (Osmani et al., 2022). Assessing 
these outcomes may be biased and subjective, potentially leading to inaccurate 
conclusions (Imperial & Yandle, 2005). Thus, institutional analysis has gained 
importance, focusing on hierarchy, structure, interactions, and activities within 
organizations, complementing economic theories (Ostrom, 2019). This analysis can 
improve policy compatibility with the existing environment, norms, and beliefs, 
thereby reducing failure rates (Shirley, 2005). Organizations and their interactions 
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are viewed as dependent variables shaped by natural conditions, regulations, and 
norms (Ostrom, 2019). 

This study examines the implementation and outcomes of agricultural 
institutional development in Indonesia, focusing on the government’s plan to 
establish a food estate based on farmer corporations. The food estate policy, 
regulated by law in Indonesia, was initiated in response to global food insecurity 
exacerbated by the pandemic, which disrupted food production and distribution 
worldwide (Biro Perencanaan Kementerian Pertanian 2020). This initiative aims to 
mitigate challenges in the agricultural sector, including the impacts of land 
conversion and the threat of climate change, as well as socio-economic constraints on 
farmers (Al Viandari et al., 2022; Gara et al., 2020). Despite these challenges, 
Indonesia has significant potential to use underutilized swampland for agriculture, 
particularly in Central Kalimantan (Fahmid et al., 2022). This farmer corporation 
aims to improve farmers’ welfare and integrate agricultural activities from upstream 
to downstream (Biro Perencanaan Kementerian Pertanian, 2020). However, the plan 
encountered issues during implementation, leading to the absence of farmer 
corporations in the designated area. Initial discussions and interviews revealed 
confusion among local farmers regarding the concept of a farmer corporation. 

The discussion with Badan Perencanaan Pembangunan Daerah Kabupaten 
Kapuas (2023) highlighted gaps in both institutional and conceptual aspects, along 
with challenges in establishing a farmer corporation. Institutionalization remains 
ineffective due to limited stakeholder understanding, poor coordination, and 
insufficient human resources. Implementation faces obstacles such as scarce 
resources, technical problems, and weaknesses in formal institutions or interactions. 
Additionally, most studies on food estates tend to explain the reasons behind the 
policy, describe the plan or model, and assess its impact and sustainability, but they 
rarely focus on the agricultural institutions involved (Juhandi et al., 2023; 
Lasminingrat & Efriza, 2020; Marwanto & Pangestu, 2021; Rakuasa & Latue, 2023). 

According to various studies, developing agricultural institutions, such as 
organizational reforms or new institutional forms, can lead to a more productive 
system. For instance, Baga et al. (2023) concluded that farmers in farmer groups have 
a higher average productivity of approximately 4,337 kg per hectare, compared with 
non-involved farmers at 4,153 kg per hectare. While Sudaryanto et al. (2021) observed 
that high-value agricultural production increased over the long term, rising from 
40.6% during 1990-1999 to 50.2% in 2010-2019, this increase was driven by 
agricultural institutional development. Moreover, the meta-analysis conducted by 
Ma et al. (2023) confirmed that agricultural productivity improves under certain 
conditions, but yield is not guaranteed. Strategies and methods are needed to 
improve the functioning of agricultural institutions, and this study is on the right 
track to identify them. 

Therefore, to address the aforementioned gaps, this study aims to thoroughly 
examine and assess the agricultural institutional form developed in the food estate, 
particularly the farmer corporation, thereby contributing to the existing research and 
discourse on the food estate. This involves understanding existing implementation 
issues and formulating recommendations or institutional scenarios to establish a 
more effective system or setup. 
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RESEARCH METHOD 

This exploratory study aimed to identify the issues and challenges in 
implementing a food estate blueprint based on farmer corporations, which has 
reportedly been implemented ineffectively. Exploratory studies are well-suited to 
identifying and understanding such issues because they can examine a range of 
topics and cases, including those in agriculture (Ndlovu et al., 2021; Swedberg, 2020). 
These studies provide comprehensive explanations and valuable insights (Argade et 
al., 2021; Laurett et al., 2021). Specifically, exploratory studies can investigate cases 
and plans (Reimer et al., 2023). The exploratory study proceeds through several 
phases: defining the study’s focus; conducting focus group discussions to identify 
and engage with key issues; informing the selection of districts for direct observation; 
conducting semi-structured interviews; reviewing secondary data; developing 
questionnaires for direct interviews and field observations; and analyzing findings 
from documents, interviews, and observations. The discussions and interviews 
explored recent progress in agricultural institutional development, community 
empowerment, relevant factors, issues affecting these developments, and potential 
solutions. 

The key discussion and interview questions in this study are as follows: 1) 
What is the status of the establishment of farmer corporations? 2) What are the 
factors, constraints, and problems in the implementation of farmer corporations? 3) 
How do lived experiences explain the implementation process of farmer 
corporations, including critiques and suggestions? The data collected through 
recording and transcription were then transcribed as the informants spoke or 
explained. A deductive thematic analysis approach was employed to analyze the 
data (Boström et al., 2024). This approach ensured the application of the Institutional 
Analysis and Development (IAD) framework within the thematic analysis. This 
thematic analysis provides comprehensive empirical data for IAD analysis. The data 
were also examined through systematic analysis to ensure their reliability and 
validity, including iteratively checking and merging extracted data or transcripts and 
ensuring that the themes were well represented in the data or narratives (Proudfoot, 
2023; Terry et al., 2017). 

This study was conducted in Kapuas Regency, Central Kalimantan, Indonesia, 
one of the prioritized pilot areas for implementing this agricultural grand design. 
Primary and secondary data were used. Secondary data were obtained from 
government documents, reports, and various relevant studies. Primary data were 
collected through direct observation, interviews, and focus group discussions with 
stakeholders, including farmers, the Regent, the Head of the sub-district, the Head 
of the village, personnel from the agricultural extension agency (Badan Penyuluhan 
Pertanian, BPP), and staff from various Regency Government departments. 

As explained earlier, institutional analysis using the IAD framework can 
clarify complexity and observe interactions within the hierarchy, in this case, those 
involved in implementing a farmer corporation-based food estate (Imperial & 
Yandle, 2005; Ostrom, 2019). The insights and data gathered from the exploratory 
study were refined through several steps in the IAD framework: 1) identifying action 
situations; 2) identifying external variables; 3) explaining and examining interactions 
and outcomes; and 4) evaluating institutions. These steps provide a structured 



ISSN: 1412-8837   e-ISSN: 2579-9959 

Copyright © 2026 (Authors’ work) | 209  

approach to the analysis. Figure 1 illustrates the framework adapted from Ostrom 
(2009). 

 
Figure 1. 

A Framework for Institutional Analysis 
Source: Adapted from Ostrom (2009) 

To apply the IAD framework, the analysis guidance is provided in Table 1, in 
accordance with established procedures. This guidance has been adapted, 
summarized, and developed from sources that use this framework (Imperial & 
Yandle, 2005; Ostrom, 2009, 2019; Shirley, 2005; Slangen, 2001). 

Table 1. Guidance of Analysis in IAD Framework 

Framework’s Step of Analysis Guidance of Analysis 

Identifying action situations 

1. Defining the scope and boundaries of the 
situation and analysis. 

2. Explaining the contextual setting. 
3. Identifying actors involved in this setting, 

from individuals or groups, their 
interests, and roles. 

4. Explaining the activities of each actor. 

Identifying external variables 

1. Explaining biophysical conditions, such 
as natural resources, infrastructure, or 
ecosystems. 

2. Explaining attributes such as networks, 
community structure, values, and 
knowledge. 

3. Explaining the applied and agreed-upon 
rules that govern and control. 

4. Linking and examining these variables in 
shaping behavior and interactions. 

Explaining and examining 
interactions and outcomes 

1. Explaining the variety of interactions 
between individuals or groups, including 
the information that shapes their 
decision-making, actions or activities, 
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Framework’s Step of Analysis Guidance of Analysis 

negotiations, communication, and 
conflicts. 

2. Explaining the prediction of outcomes, 
for example, common-pool resources 
attract competition to use and take those 
resources as much as possible. 

Evaluating institution 

1. Evaluation of the institution’s functioning 
based on the following criteria: 
a) Efficiency: Minimum allocation of 

resources and effort to achieve higher 
productivity. 

b) Equity: Fair distribution of 
opportunities, results, and welfare.  

c) Accountability: Being accountable for 
actions and decisions made.  

d) Adaptability: The capacity to respond 
quickly to a changing environment. 

e) Policy Outcomes: It evaluated using 
some questions. Were the outcomes 
achieved? Does the policy need to be 
arranged and implemented 
differently? What are the constraints 
and flaws in the policy and its 
implementation?  

Source:  Adapted and developed from multiple sources, including Imperial & 
Yandle (2005), Ostrom (2009, 2019), Shirley (2005), Slangen (2001) 

RESULT AND DISCUSSION  

This exploratory study reveals a significant gap between the food estate’s 
strategic plan and its actual operations. While the plan is supported by the region’s 
substantial potential, which includes 195.724 hectares of tidal swamp and 497.913 
hectares of non-tidal swamp land in Kapuas Regency (Biro Perencanaan 
Kementerian Pertanian, 2020), this broad-scale goal faces serious practical challenges. 
Technical assessments indicate that 14.214 hectares of existing rice paddies are 
classified as ‘heavy land’ because they are flooded for more than six months each 
year. Institutional weaknesses exacerbate this situation or physical reality, where 
despite the presence of 1.799 farmer groups, the study finds that middlemen 
(tengkulak) still ‘fill the void left by formal farmer institutions’ (Badan Perencanaan 
Pembangunan Daerah Kabupaten Kapuas, 2023). Furthermore, the top-down 
corporate model is conceptually misaligned because it does not resonate with 
farmers’ local knowledge, which is more familiar to cooperatives. It is also carried 
out with minimal human resources who understand the overall plan and lack clear 
operational procedures. This issue is further explained in the thematic analysis 
section.  

The farmer corporation-based food estate emphasizes farmers as key players 
in both upstream and downstream agricultural activities, aiming to improve welfare 
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and integrate the food production value chain (Biro Perencanaan Kementerian 
Pertanian, 2020). This aims to improve farmers’ welfare and integrate the food 
production value chain (Fahmid et al., 2022). This model includes two phases: 
Growth (Penumbuhan) and Expansion (Pengembangan). The Growth phase involves 
preparation, farmer consolidation, corporate planning, business model 
development, and the establishment of business institutions and legal status. The 
Expansion phase focuses on strengthening the business and achieving corporate self-
reliance (Biro Perencanaan Kementerian Pertanian, 2020). 

 

Figure 2.  
Summary of Integrated Agricultural Activities 

Source: Biro Perencanaan Kementerian Pertanian (2020) 

Figure 2 illustrates that the integrated agricultural activities developed by Biro 
Perencanaan Kementerian Pertanian (2020) involve multiple participants, including 
farmers, farmer group unions, business partners, and markets. Key assumptions 
include developing region-specific agricultural endeavors, creating economically 
and commercially viable enterprises, modernizing technology and infrastructure, 
embracing the Creating Shared Value (CSV) approach, and positioning farmers at 
the forefront of business development. These institutional plans support the 
downstreaming of agriculture and the farmer corporation-based food estate, 
although they are open to criticism and improvement (Biro Perencanaan 
Kementerian Pertanian, 2020). These descriptions and phases in the grand design are 
intended to ensure the ideal implementation of a farmer corporation-based food 
estate. However, these phases can still be improved. 

The Deductive Thematic Analysis 

The deductive thematic analysis generated sub-themes and exemplary quotes 
for each theme, guided by the IAD framework used in the study. This is shown in 
Table 2. Specifically, the exemplary quotes address the key discussion and interview 
questions mentioned above. Table 2 explains the process and implementation of the 
food estate policy and farmer corporation from the informants’ perspectives and 
lived experiences, providing a solid foundation for the subsequent IAD analysis. 
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Table 2. Themes, Sub-themes, and Exemplary Quotes  

Themes and Sub-themes Exemplary Quotes 

1. Biophysical condition  

1.1 Water management and 
topography 

 

“.. our problem is excess water.. and then because 
the related governmental agency has started work 
but isn’t finished, it’s still in process..” (Informant 
12, Male, Field Agricultural Extension Officer)  

“There is often siltation. The estuaries often become 
shallow, so the water exits slowly. That is the main 
obstacle, that, and the roads.” (Informant 7, Male, 
Representative of Farmer Group) 

1.2 Pest pressure and crop 
risk 

 

“That’s the pest that we have never gotten the 
medicine for.. it could be that in one night, two or 
three sections are gone. Completely.” (Informant 8, 
Male, Community Member) 

1.3 Condition of tools and 
technology 

“.. the tools are damaged, so now it’s rather difficult 
for us because we have to repair them first before 
they can be used.” (Informant 12, Male, Field 
Agricultural Extension Officer) 

2. Attributes of community  

2.1 Human resources 
capacity and perceived 
readiness 

 

“So their way of thinking, they have not yet reached 
the phase of... being able to sell in the form of, for 
example, a finished product. Not yet, they still think 
only for a moment: I produce, I sell.” (Informant 4, 
Male, Agricultural Extension Officer) 

“.. so the potential is actually there, but it requires 
a strong effort.” (Informant 11, Male, Coordinator 
of the Dadahup Agricultural Extension Center) 

“There are no problems in our environment. This 
means everything can be resolved, either through 
consensus or by individuals. In the sense that an 
individual might move first before the farmer group 
has given an instruction, and then the other 
members can adjust.” (Informant 10, Male, Village 
Official) 

2.2 Generational succession 
 
 

“.. because the young farmers tend to prefer what is 
instant. For example, like working today, getting 
paid today. Whereas for agriculture, the term is 
long.” (Informant 12, Male, Field Agricultural 
Extension Officer) 

2.3 Trust, shared 
understanding, and past 
experiences 

“The trauma of the past is what’s dangerous. Crop 
failure.. That is the biggest.. In fact, helping the 
people here recover from past trauma is the difficult 
part.” (Informant 13, Male, Manager of Farmer 
Group) 
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Themes and Sub-themes Exemplary Quotes 

3. Rules-in-use  

3.1 Operational rules for 
collective action and 
coordination 

 

“.. because of factors like rats, birds. That’s why we 
have to be in a group to attack. Alone, you have 
nothing. You have no friends. It’s hard.” 
(Informant 13, Male, Manager of Farmer Group) 

3.2 Norms for contributing 
and sanctioning 

“.. there are sanctions, although not written, for 
example, those who do not participate in the 
cleaning will be fined.” (Informant 1, Male, 
Representative of BUMDes) 

3.3 Formal rules and 
perceived legitimacy 

 

“All government or departmental activities always 
refer to the group. Now it’s almost impossible for 
individuals, you have to be in a group or 
community.” (Informant 1, Male, Representative 
of BUMDes) 

4. Action situation and interactions 

4.1 Perceived viability and 
capitalization of 
corporate model 

 

“.. because it was only established as an 
organization but has no assets..” (Informant 2, 
Secretary of the Agricultural Agency) 

“.. for us to join (the corporation), what can it give 
us? The cynical thought is that we are just being 
exploited.. has no programs, there is nothing being 
managed there.” (Informant 12, Male, Field 
Agricultural Extension Officer) 

“.. for cultivation, the farmers are already ready, 
but for managing the output, it cannot be 
maximized yet. Capital and human resources are 
not ready.” (Informant 5, Male, Farmer Group 
Member) 
 
“If it’s based on a group, it’s rather difficult. 
Because uniting everyone’s thoughts into one is 
quite hard. Forget a group, even within a single 
family, it’s difficult. Uniting two minds into one, 
let alone many minds.” (Informant 9, Male, Farmer 
Group Member) 

5. Outcomes  

5.1 Gaps between policy 
design and 
implementation 

“We were promised... there would be complete 
facilities... that is why the corporation was formed... 
But until now, there has been no realization or 
answers to that.” (Informant 2, Secretary of 
Agricultural Agency) 

“We are basically being left hanging.” (Informant 
12, Male, Field Agricultural Extension Officer) 
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Themes and Sub-themes Exemplary Quotes 

“Yes, in the beginning, the spirit was there, the 
spirit was rising. But the agriculture itself did not 
rise, not yet. Because they could not yet carry out 
the cultivation.” (Informant 11, Male, Coordinator 
of the Dadahup Agricultural Extension Center) 

6. Evaluation  

6.1 Stakeholder’s 
perspectives on 
institutional design 

 

“My thought is this: a corporation should not be 
formed using the concept of a large scale. Start 
small, but make it work. They did it backwards: 
started big, then got smaller.” (Informant 2, 
Secretary of the Agricultural Agency) 

“.. the positive factor influencing the farmers is this: 
in the past, when people planted superior rice, it 
never succeeded... but why are they interested now? 
because they have now seen it (can succeed), 
farmers can see and prove it right there.” 
(Informant 3, Male, Head of the Association of 
Farmer Groups) 

“Does this group-based farming still need 
additional regulations and assistance from the 
government? Yes, infrastructure and protection for 
the farmer group.” (Informant 5, Male, Farmer 
Group Member) 

6.2 Stated preference for 
alternative institutional 
model 

“If it’s large-scale, it seems difficult. So, it must 
start small. If this small cooperative has not 
succeeded, then wait.” (Informant 13, Male, 
Manager of Farmer Group) 

“Because the village people have already established 
the cooperative, if they are supported, they have 
responsibility. Because it’s their own village being 
built up.” (Informant 13, Male, Manager of Farmer 
Group) 

 
Table 2 presents the raw data and analysis, supported by several exemplary 

quotes that are essential for a detailed IAD analysis aimed at understanding complex 
issues. It includes nuanced insights from informants about their perceived conditions 
and experiences after the implementation of the food estate based on farmer 
corporation. This indicates that their overall conditions and experiences suggest that 
establishing a farmer corporation or agricultural institution should be better 
prepared and more thoroughly reviewed before decisions are made and the plan is 
implemented.  
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IAD Analysis of Farmer Corporation and Issues in the Implementation 

Table 3 presents a refined analysis and structured explanations of this study 
using the IAD framework. 

Table 3.  IAD Analysis of Farmer Corporation 

Identifying action situations 

The government is establishing a farmer corporation-based food estate in 
Kapuas Regency, Central Kalimantan, to address global agricultural production 
uncertainties and meet domestic demand. This policy, designed by the Ministry of 
Agriculture or Kementerian Pertanian Republik Indonesia (Kementan RI), excites 
farmers as key participants, aiming to improve their welfare. Other stakeholders 
include the local government, responsible for regional implementation, and the 
Agricultural Extension Agency, which provides support to the farmers. The policy 
integrates agricultural activities from upstream to downstream, involving farmers, 
farmer group unions, machinery, business partners, and the broader market. 

Identifying external variables 

Biophysical 
Condition 

 

Kapuas Regency has 195,724 hectares of tidal swamps 
and 497,913 hectares of peat swamps, offering abundant 
water and flat topography suitable for agriculture. While 
various forest areas, except Conservation Forests, can be 
converted for farming, much of this potential remains 
untapped, contributing little to national food production. 
However, challenges such as unpredictable rainfall, changing 
seasons, and pest disruptions threaten agricultural 
development. Additionally, there is a mismatch between soil 
conditions and the type of seeds planted, resulting in lower-
quality products that do not meet market or consumer 
preferences. 

Attributes in 
Community 

Preparatory activities, such as farmer discussions, 
collaboration, and community empowerment, have been 
observed in agricultural institution planning. Stakeholders, 
including the Department of Agriculture, Agricultural 
Extension Agency, and farmers, must work together to build 
strong institutions. They recognize the benefits of institutions 
and farmer groups, such as access to government programs, 
aid, tools, coaching, and collaborative problem-solving. 
Existing farmer groups, such as Kelompok Tani (Poktan) and 
Gabungan Kelompok Tani (Gapoktan), support cooperative 
efforts. 

Rules-in-Use 
 

Rules shape the interactions of stakeholders. While the 
government has issued a blueprint for the farmer 
corporation-based food estate, the implementation lacks clear 
regulations and Standard Operating Procedures (SOPs) to 
coordinate efforts across different levels. 
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The Linkage of 
Variables in 

Shaping 
Interaction and 

Behaviour 

Stakeholders see great potential in Kapuas Regency for 
implementing the policy, given its unused agricultural land, 
but they acknowledge challenges such as unpredictable 
weather and pests. While they support the idea of a farmer 
corporation to improve farmers’ welfare, many are unclear 
about the system and lack the necessary human resources to 
implement it. Farmers and stakeholders demand clear SOPs 
and an easy-to-understand institutional model to prevent 
delays and ensure effective implementation. 

Explaining and examining interactions and outcomes 

Interactions 
The absence of SOPs leads to confusion among 

stakeholders, hindering the ideal establishment of farmer 
corporations. 

Outcomes 

The grand design for establishing the farmer 
corporation has not achieved its intended outcome. 
However, its detailed procedures have not been translated 
into clear, simple regulations and SOPs, making it difficult for 
lower-level stakeholders to understand and implement. 

Evaluating institutions 

Efficiency 

Currently, establishing a farmer corporation requires 
significant effort and cooperation, leading to inefficiencies. 
However, over time, progress will likely improve efficiency 
as stakeholders gain knowledge and adopt suitable 
institutional designs. 

Equity 
All stakeholders, particularly farmers, continue to 

have opportunities to express their aspirations and concerns 
regarding the farmer corporation. 

Accountability 

Policy implementation follows a grand design, and 
farmers recognize its potential benefits. However, many 
stakeholders lack the competence to implement it, resulting 
in limited accountability and transparency in the process. 

Adaptability 

The establishment of farmer corporations requires a 
comprehensive review of their adaptability, as the corporate 
model may not fit actual conditions or align with the 
aspirations and capacity or competency of local communities. 

Policy Outcomes 

The establishment of farmer corporations has not 
achieved its intended outcomes, but it offers valuable lessons 
and opportunities for developing clearer and more effective 
agricultural institutions. These insights have been translated 
into practical recommendations for future institutional 
design and implementation.  

Moreover, based on detailed analysis and observation, 
the policy of establishing farmer corporations needs to be 
reconsidered, as it has caused confusion among stakeholders 
and lacks clear guidance or coordination in its 
implementation. Informants and local stakeholders prefer 
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and recommend agricultural cooperatives over other forms 
of agricultural institutions. Despite some disadvantages, such 
as lower competitiveness, these cooperatives may have more 
trust and support from the community and could potentially 
expand to larger scales of operation. 

All stakeholders in the food estate program recognize the need for agricultural 
institutionalization, but the farmer corporation is not yet fully established despite the 
Ministry of Agriculture’s grand design (Li, 2007). Positive progress includes 
infrastructure development, farmer empowerment and collective efforts. However, 
agricultural institutions or farmer corporation-based farming initiatives remain 
incomplete in the Dadahup and Bataguh districts. Although preparatory activities 
are underway, full optimization remains incomplete (Baga et al., 2023). Key 
challenges include natural issues, such as unpredictable weather and pests, and non-
natural issues, such as a lack of stakeholder understanding, unsynchronized efforts, 
and insufficient regulations (Ndlovu et al., 2021). Establishing a farmer corporation 
is a complex process that requires skilled professionals, committed collaboration, 
additional training, and engagement from stakeholders, investors, and business 
partners to succeed (Ihsaniyati et al., 2024). Table 4 summarizes these issues. 

Table 4.  Existing Issues during the Implementation of Grand Design 

Issues during the implementation of farmer corporation-based food estate 

Natural 

1. Unpredictable rainfall and seasons. 
2. Pest-related disruptions include pest. 
3. Mismatch between soil conditions and the type of seeds planted. 

Non-natural 

1. Stakeholders lack an understanding of agricultural institutional development. 
2. Limited capacity, competency, and knowledge in establishing a farmer 

corporation. 
3. Limited communication and coordination among stakeholders. 
4. Lack of clear regulations or comprehensive SOPs. 
5. Limited technology adoption. 
6. Insufficient access to capital and business partners. 

There is no evidence that activities from both phases, Growth (Penumbuhan) 
and Expansion (Pengembangan), in the grand design are being implemented 
effectively. Farmers continue their usual activities with minimal guidance in 
establishing a farmer corporation-based food estate. There is limited identification of 
potential, farmer consolidation, and discussion on establishing a farmer corporation. 
Stakeholders, including locals and farmers, are confused about how to implement 
the Grand Design.  

The establishment of the anticipated farmer corporation as an agricultural 
institution is hindered by a lack of coordination and understanding among 
stakeholders, as outlined in the guidelines. A feasible solution is to provide 
comprehensive, practical guides for stakeholders and have an active facilitator to 
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ensure commitment to implementing the agricultural institutional plan (Jorgi et al. 
2019). Agricultural institutional development should not be limited to farmer 
corporations. Although it was initiated with anticipated outcomes in mind, the grand 
design has proven inadequate for effective implementation. Other forms, such as 
Village-Owned Enterprises or Badan Usaha Milik Desa (BUMDes), Farmer Group 
Unions or Kelompok Tani (Poktan), Gabungan Kelompok Tani (Gapoktan), and 
cooperatives, should be considered (Sidibé et al., 2018; Totin et al., 2018). Field 
observations and discussions indicate that these alternatives are more familiar to the 
community and stakeholders, and that some locals have successfully embraced 
cooperatives despite organizational challenges (Bategeka et al., 2013). 

Providing detailed explanations and recommendations that make agricultural 
cooperatives more accessible to the community can boost their role in effective 
agricultural institutional development (Jorgi et al., 2019). Generally, a cooperative is 
defined as ‘an autonomous association of persons united voluntarily to meet their 
common economic, social, and cultural needs and aspirations through a jointly 
owned and democratically controlled enterprise’ (Ortmann & King, 2007, p. 19). A 
cooperative is a democratically managed entity run by its members, dedicated to 
serving its members’ needs, creating jobs, managing risks, and lowering costs. They 
improve the quality of life and promote sustainability within communities (Ortmann 
& King, 2007). Agricultural cooperatives focus on marketing, supply, and services, 
supporting several activities such as processing, price negotiation, and sales, and 
providing essential materials, equipment, and services, including transportation, 
storage, and credit (Bhattarai & Pandit, 2023; Kumar et al., 2015; Ortmann & King, 
2007). Cooperatives also act as intermediaries between farmers and stakeholders, 
including investors and banks. Additionally, cooperatives provide several benefits: 
economically, they enhance bargaining power and facilitate processing and 
marketing; environmentally, they promote sustainable farming practices; socially, 
they foster knowledge sharing, create employment opportunities, and empower 
women (Candemir et al., 2021; Pratiwi et al., 2021). Agricultural cooperatives are not 
widely established in Kapuas Regency, but groups such as Farmer Groups (Poktan) 
and Farmer Group Unions (Gapoktan) share cooperative features, providing benefits 
such as access to infrastructure, empowerment, and stronger bonds. Difficulties in 
establishing agricultural cooperatives include aligning models with local conditions, 
socioeconomic factors, and initial government support (Abate, 2018; Ajates, 2017; 
Bretos & Marcuello, 2017; Khan et al., 2022; Marín-González et al., 2022). Moreover, 
exploring various institutions is still viable if risks are managed. Figure 3 highlights 
these institutions and recommendations for implementation. 
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Figure 3.  

Emerging Options and Precautions in the Development of Agricultural Institutions 

Several key factors must be considered to improve agricultural institutions. 
While cooperatives are familiar to locals, they often fail due to poor management, a 
lack of accountability, and insufficient human resource capacity. Exploring 
alternative models, such as Village-Owned Enterprises (BUMDes), can address these 
issues. Additionally, as highlighted in Figure 3, institutions should be developed in 
areas with potential or consistent yields to ensure a stable foundation for success and 
reduce risk. Proper budget management is important because local governments 
often misuse funds due to a limited understanding. Training on budget allocation is 
also necessary to achieve developmental goals.  

Recommendations and Scenarios for Improving Agricultural Institutions 

Next, this study outlines the scenario and core activities of agricultural 
institutional development based on field observations, stakeholder input, and 
literature (Abate, 2018; Ajates Gonzalez, 2017; Bretos & Marcuello, 2017; Khan et al., 
2022; Marín-González et al., 2022; Ortmann & King, 2007), offering the practical 
framework. In Figure 4 below, the selected agricultural institution is an agricultural 
or farmer’s cooperative, whose effective implementation depends on the support of 
various stakeholders using the Penta helix model, along with government 
intervention and oversight. An active facilitator and supervisory entity are necessary 
to maintain commitment to implementation. Before establishing an agricultural 
cooperative, several activities are required: 1) identification and mapping of human 
resources, stakeholders, and potential in the area; 2) consolidating farmers and 
developing structures within farmers’ cooperatives; 3) designing and developing the 
business units to be formed, and their business models; 4) planning the legality of the 
types of business entities; and 5) planning long-term strategies in terms of financing, 
business diversification, business sustainability, and partnerships. Examples of 
business units and their descriptions are also detailed in Figure 4. While there are 
many options for establishing an agricultural institution, the stakeholders involved, 
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the factors at play, and the preliminary activities remain crucial, regardless of the 
institution’s specific form. Therefore, even if the selected agricultural institution, 
such as an agricultural cooperative, is replaced by another form, its supporting 
structures and activities remain vital to successful agricultural institutional 
development.  

 
Figure 4.  

An Example of Basic Scenario and Core Activities for Agricultural Institutional 
Development. 

CONCLUSION 

This study offers a comprehensive understanding of the issues and challenges 

that hinder the effective implementation of food estate and the establishment of 

farmer corporation. Non-natural factors significantly contribute to ineffective 

implementation, mainly due to limited understanding and coordination among 

stakeholders, as well as a lack of clear comprehension of the concepts and insufficient 

guidance throughout the process. This study presents suitable institutional scenarios 

and recommendations for developing a more effective agricultural institutional 

form. An effective agricultural institutional form requires substantial support and 

trust from the community, as exemplified by the agricultural cooperative discussed 

in this study. Furthermore, any selected agricultural institutional form or model must 

be developed with a detailed basic scenario and core activities to ensure sustainable 

operations and successful implementation. The insights from this study can also 

enhance future agricultural initiatives, providing a pathway to improved outcomes 

in agricultural institutional development and to fostering productive, sustainable 

practices. 
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