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Abstract

Objective of this study is to test the influencedeterminant funding accessibility to the perforcaiof beef-
cow breeding enterprises in South Sulawesi Proyihogonesia. The samples used in this study comsist
independent breeders and assisted breadet40 persons each, so that altogether there 20es@mples. The
data are collected by using questionnamed analyzed by multiple regression analysis usiegSPSS — the
Statistical Package for Social Sciences. Outpuhisfstudy indicates that the determinant fundiogeasibility
consisting of relationship, availability of informi@n, procedure and requirements in conveying tredit
proposals, as well as the location or distance &etwdomicile of the breeders and the creditors hbhee
influence to performance of beef-cow breeding gqmises. Partially, the relationship, procedure and
requirements for credit proposal are significant dmve positive relationship with performance oé th
enterprises, whereas availability of informatiomnl &meeders’ location are not significant.

Keywords: Beef-cow breeders, business performance, andrigraticessibility.

1. Introduction

One of the cattle breeding undertakings or enteepriactively performed by rural communities and it&s
business development motivated by the governmemiregent is the beef-cow breeding enterprise, lsecau
during the last few years, particularly before 20th@ total production of beef was relatively loangpared to
the demand and consumption of beef. This is alengthened by the Program of Minister of Agricudtun
Self Fulfillment in Buffalo Meat and Beef for thegr 2014, including production increase of locals@lready
been launched in 2010. One of the objectives aféffort is to accelerate the development of beef-breeding
enterprises in order to increase the total popratif cattle and beef production, so that the dehzan be
fulfilled nationally.

The access to external funding still becomes timstcaint encountered by majority of the breededewveloping
their cattle breeding enterprises. Factors of theimstraint derive from two sides, namely from tanking
factor - as the loan provider and from breederss-tha credit acceptors. The bank usually appligist tor
prudent selection to its candidate debtors withctbiateral requirements difficult to be fulfillday the breeders.
Kumar and Fransico (2005) explain that from thekivan point of view, their business is sometimessidered
as not being feasible and vulnerable to the rigk laas low credit ceiling and requires high monitgrcosts.
Nurmanaf (2007) explains that from the view poifibank, the constraints in credit realization fgrieultural
sector in general are due to the fact that theiden such business is very risky and they appypttudence
principles, so that selection of clients becomay Wight with the collateral requirements, whichganeral are
not in possession of the farmers. Meanwhile from Itheeders’ point of view, they are handicappedhgy
requirements of collateral, complicated and timastmning administrativgorocedures, as well ase
minimum amount of available information about thwad sources. Hyz (2011) states that some consraint
accessing the credit in bank are the high ratentefrést, collateral requirement needed by the bimmg and
timely procedure related to the credit proposakréfore, the bank credit with the lighter requiretsds very
much needed to help the survival of beef-cow bragdnterprises.

The limitedness of the access to external fundimghe breeders constitutes one of the implicatadfri®ecking
Order Theory' (Myers, 1984). Some of the relevasiearch outputs are the ones as performed by dcinet
Kent (1991); Fazzari and Petersen (1993) that miedll sscaled enterprises use more versions of ipgatrder
theory’ in their funding decision, because therress to the external financing is very limitedtsat they prefer
to choose the internal funding. Several breedersable to access to the external funding derifing the
sources of bank and of government assistance dtketdact that they generally have already develope
cooperation previously, so that the funding obsmclan be overcome. However, development of thesinbss
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shall periodically be reported to the loan providand utilization of their funds is always monibia order to
prevent and avoid the misuse and mistarget ofuhd &ind they have to be adherent to regulatioesidyrbeen
agreed by both parties. This is in line with theeAgy Theory (Jensen and Meckling, 1976) explaiaingut the
relation or contract between the loan providemgigal) and the loan acceptor (agent).

The use of loan as a form of external financingh®ybreeders is expected to be able to supporiamwent of
their business. This is in line with the outputre$earch held by Kaplan and Minton (1994) thatttlhaover
produced by a management will be higher if a refethip is established between the bank as theipainand
the company aan agentn term of external financing. This also confirthe research conducted by McMahon
et al. (1993) declaring that the financing decidi@s the impact to the profitability of a busineBse funding
access facility of the breeders will influence thability to obtain the profits. This is due to tfect that the
obtained fund will be used to provide the produttiactors required, such as: procurement of stablstall,
seeds / calves, feeds, machines and other equipmnemtovement in these production factors will mate
them to work more efficiently, because all the iegph inputs have already been provided, therefoee t
production process can run smoothly, since it ppsuted by good quality of seeds /calves and fegd8able in
suitable amount as required so that the rearingpghean be shortened. This is also described bgtBiget al
(2003) stating that ability to make profit is reld to the ability to access the credit. The bénafiloan
utilization is also explained by Olutunia and Obgi2008) declaring that the availability of extaf funding
or loan has positive influence to the profitabilitpeaning that the profits of the small and mediscaled
enterprises tend to increase in line with the iaseeof loans. Some outputs of different researiitésate that
loan as an option for the company funding alsoehaggative impact to the profitability as showndogputs of
researches done by Gleason et al. (2000); Hamn@8)2 Based on the abovementioned subjects, tilnity $s
intended to test and analyze the determinant fundicessibility of the cattle breeders and its ictpao the
performance of beef-cow breeding enterprises.

2. Literature Review

2.1. Funding Accessibility

Some theories on the existing financing decisian wed more for the corporation, but its implicatean be
applied for micro, small and medium scaled entegwi One of them is the Pecking Order Theory (Myi384)
illustrating about the financing hierarchy statihgt: a) The company prefettse internal financingfinancing
from company operational outputs in the form ofimetd profits), b) If theexternal financings required, the
company will issue the safest security first, nanghrting from issuing the bond, then followedtbg optional
characterized securities, and finally if still &t sufficient, new shares will be issued. Accogdio this theory,
there is no target of Debt to EquiBatio (DER), since there are two types of self &dpi namely internal and
external capitals. Self capital deriving from théernal company is more preferable than the seitaladeriving
from external resources. The company prefers taheséunding from internal capital, namely the fudetiving
from the cash flow, retained profit amtpreciation. Chronology of fund resources appbeateferring to the
Pecking Order Theory is as follows: Internal FuDdpt, and Equity (Self Capital).

Implication of opinion to this pecking order ongtstudy is more for the constraints faced by tieedbers to
access into the external funding, so that they hawese the internal financing. Holmes and KenB)Xeclare
that the small scale enterprises prefer to chobseirternal funding. Berger and Udell (1995) stitat the
significant difference between the funding deriviingm the loan resources at the Small and Mediualesc
Enterprises (SME) and at the big scaled compatthaisthe big company can access more easily it@adhous
kinds of resources by using the loan financing, e the SMEs tend to use the short term loan. hemot
research performed by Becchetti and Trovato (280ted that the constraint in funding availabiiitftuences
the growth of the small scaled companies.

On the other hand, the Agency Theory (Jansen antklMg, 1976) declare that the agency relationship
contract between a manager (agent) and the inv@siacipal). The conflict of interests between thener and
the agent occurs because there is a possibilitythieaagent does not always act in conformity \iligh interests
of the principal, so that it creates the agency.cidss can occur due to the fact that there is/@l \split between
the Owner and the Manager. However, it is compfetifferent from the small scaled enterprises iniohth
between the owner, the fund holder and the manbgeome one unity, and so is the case in the beef-co
breeding business. The agency relationship alsersahe relationship between the loan providepescipal
and the loan acceptor as the agent. The relevandeapplication of agency theory on the small scaled
enterprises are described more by several outpuesearches. One of them is by Hand et al. (19B&}rating
that although there is an agency relationship limasinesses, its impact is sufficiently significéor the small
scaled enterprises. Further it is explained thertettare several things from the agency theory tables applied
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at the Small and Medium Scaled Enterprises (SMiznely: 1) The agency context is not merely betwiben
owner and the manager, but between the enterpriseagement (insider) and the outside party as thd fu
provider (outsider); 2) Some opportunities abl&¢ocarried out by the owner-manager, such as:feaig the
received resources can make the monitoring cogteehi so that the loan provider tends to limit ghibject by
giving it to the expert parties, such as the bané&rder to monitor the activities of SMEs, the pdttey provide
the loan.

The research outputs of Abel (2008) states thageimeral the small companies under research hayewesak
position in their finance and they rely on crefditility deriving from the commercial loans to fimze their
operational activities. Meanwhile, according to Zaz and Petersen (1993); Petersen and Rajan (19@8} of
the assets owned by the SMEs — Small and Mediute&&aterprises are in the forms‘otirrent assets’, while
the ‘current liabilities’ constitute one of the makesources of their external funding, because gatydifficulty
to access the long term loan.

The easiness in accessing the external fundingiress for the cattle breeders depends on sevdigdcis, such
as: relationshipwith the loan provider, availability of informatioon fund resources, procedures, requirements
and location. Good relationship established betwikerfund resources and the loan acceptor willerite and
facilitate the breeders to access into the extefunading. As already been explained at some resafiltthe
previous researches that the benefits able to tzéneldl from banking relationship between the boeoand the
bank is that it will reduce the inefficiency in tfierm of the increase in flexibility in negotiatidn obtain the
loan; and one of the visible aspects is the dumatiolength of relationship developed between theogeparties
(Boot and Thakor, 1994)f the bank relationship runsmoothly, it will reduce the inefficiency so thdtet
company obtaining the loan again will surely besidered as having good reputation and will be edsiget
the loan (Diamond, 1991). Relationship with theeex&l parties, including the partnership, netwarld alliance
constitutes an important thing in driving the smsdialed enterprise in order to increase the sucamds
profitability (Street and Cameron, 2007). The bé#nef relationship is that it will reduce thimformation
asymmetries between both parties; the borrower géll more information about several subjects iralgd
information concerning with the funding. Other bféinebtained from the relationship is that it wjlve more
flexible and free space to the contract alreadyntegreed previously. In addition, through monitgriit will
make the relationship between both parties cld3eot; 2000).

The other factor determining the easy access itermal funding is the availability of sufficiemformation on
several fund resources, easily fulfilled requireteeand non-complicated procedures. The availabiity
information in a big amount, easily obtainable amdlerstandable will make the cattle breeders eagpgt the
access to the funding due to the availability afesal options with their respective requirementd provisions
according to the types of their funding.

The collateral requirement is one of the factonmipering the cattle breeders to obtain the loansgsin general
they do not have assets to be put as collateraganwhile the banks require them. This is in linghwhe result
of research conducted by Raetl al. (2009 stating that some of the small and medium scal@eérprises
cannot access the credit from the formal institutiue to lack of collaterals they have, and tloe@ss to obtain
the credit is too difficult, and also the rate wfeirest is too high. Almost the same case is iguliaby Becket
al. (2008)that the small scaled enterprises use the exténaaicing lower than the big companies, becausg the
are hampered by lack of collaterals they have, @nsider that its procedure is too complicated tadlong
time consuming. Meanwhile for the condition in Inégia, Nurmanaf (2007) also explains that the cimaigld
procedure and the too much time consumption beaomeeof the constraints for the cattle breedersctess
into the funding from the bank.

The other factor determining the easy access tdutin@ is the distance or location or domicile oe thusiness
place between the loan acceptor and the loan provilugiarto and Wiryono (2004) explain that in tban
process for capital required by the cattle breettetse financial institution commencing from themment of its
proposal till the time when the loan is realizedinBuenced by the distance or location or domidethe
financial institution, the amount of visits to tkaid financial institution and duration of the pees in credit
disbursement. The same case is explained by Aletaah (2008 that the distance from the farmer domicile to
the formalfinancial institution is one of the factors infheing the credit activities of the farmers. The dedh
for credit from the formal institution is negatiyetelated to distance of domicile to the said sesraf fund. This
is the reason that makes the farmers take the foamsthe informal funding.

2.2. Performance of Beef-Cow Breeding Enterprises

Evaluation on business performance, particuladyfthancial performance at the beef-cow breedingrpnises
which in general is classified as micro and smedlled enterprises cannot be carried out by usieditiancial
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ratios. This is due to the fact that generally tdeynot have any complete and well-arranged fireicords,
such as: Financial Statement (Income StatemesfgnBe Sheet or the Cash Flow Report. Majorityhefrt
only have the financial record and the progressntepf the business in simple way, illustrating theoming
and outgoing cash flow in a certain production @eriTherefore in order to dig up the business perémce,
particularly the financial one, it shall be condetby using the qualitative approach.

The performance measurement applied in this steidlyei tendency of increase at the amount of incamaethe
amount of cattle owned. The increase at the amofuntome compares the income earned at the cuyeamtto
the income earned at the previous year. The indarbeef-cow breeding enterprise can derive fromstiles of
cows and the sales of side-products such as fexkerganic fertilizer. As explained by Soekartah®95) that
the gross income constitutes the total productevaiua certain period of time, whereas the netnmeads the
gross income after deducted by all expenses oatinra certain period of time. The increase amadicows in
breeding compares the amount of cows taken caa¢ thie current year to that in the previous yeamodAnt of
these cows derives from the amount of seeds oesaglurchased and the amount of calves born dummgdre
in the said period.

Those two indicators are used under consideratiah the cattle breeders in general do not havenaplete
financial statement, while in one side they alwegssider that the performance or business sucbatghey get
can be seen from the amount of their net incomen@ production cycle and the total increase of ceased in
the following period.

3. Research Method

This is a quantitative study under a category okagplanatory research trying to explain generdbraof its

samples to their population or to explain abouwtiehship, difference or influence of one variatléhe others.

This research applies the approach of survey metietely the data are collected from samples otijadion

to explain and represent the whole populationsiemed questionnaire as a tool to collect information

Population in this study is a number of breederiseaff-cow breeding enterprises spread out in ¢eyritf South

Sulawesi Province. The objects becoming the taofehis study or the unit of analysis are the bami+

breeders who do not get any banking credit nor gowent assistance, who are then referred to agpedent

Breeders” and also the breeders getting the ban&iadit and government assistance who are theedcall

“Assisted Breeders”. The total amount of samplesdus this research is 220, consisting of 110 sampf

‘Independent Breeders’ and 110 samples of “AssiBtedders’. Samples are collected by using ‘the dtage

sampling technique’. This technique is applied bseathe population spreads in some regencies ithSou

Sulawesi Province, and not all regencies in trst fitage will be included in this research.

There are two stages to be performed, namely ksl

Stage-I: Selecting the regencies as samples ofitls¢ Group consisting of four regencies, namé&ygne,
Bulukumba, Gowa and Barru Regencies. Regency smle@ based on the respective regional
division in South Sulawesi based on their geogregiidcation, due to the very large territory, batt
each regency represents one region, apart froratttee considerations as follows, namely: a) Bone,
Bulukumba and Barru regencies are the centers efdmv development in South Sulawesi apart
from Regency of Luwu. b) Those four regions have biggest amount of cattle population that
certainly will give impacts to the numbers of breedroup and to the amount of breeders, either the
Independent or the Assisted Breeders.

Stage-ll: Selecting the beef-cow breeders as thgkes at the respective regencies already beenopsdy
selected. The stage in determining the sampldssrstudy can be seen in Drwaing-1. There are 3,528
breeders in four regencies that have already redeihe government assistance. Thesisted
breeders’at the respective regions are as follows: 1,4t€eders are in Bone Regency, 876 breeders
are in Bulukumba, 780 breeders are in Gowa andbs&éders are in Barru Regency. Proportionally
the amount of samples adssisted breedersor those four regencies are respectively asialo

Bone Regency = 1,41& 40.14% x 110 = 44.

Bulukmumbsa Regency = 87 25.00% x110= 28.

Gowa Regency = 788 22.11% x 110= 24.

Barru Regency _= 456 13.00% x110=_14.
= 3,528 =110

There are 153,486 Independent Breeders in foumoége The amount of independent breeders in
each regency is as follows: 90,441 independergdanes are in Bone, 16,954 breeders in Bulukumba,
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28,813 breeders in Gowa and 17,278 breeders @arimu Regency. Proportionally the total samples

of Independent Breeders in those four rege
Bulukumba Regency =
Gowa Regency
Bone Regency
Barru Regency

nciegseapectively as follows:

16,952 11.05% x 110 = 12.

= 28,813 18.77% x 110 = 21.
= 90,44 48.92% x 110 = 65.
= 17,278 11.26% x 110 = 12.
= 153,486 =110

4. Outputs And Discussion
Output of multiple regression obtained by using$tatistical Package for Social Sciences (SPSSheaeen in
Table-1. From the ANOVA Test or F-Test, the F aridhtical progression is 3,006 with the significafeee! of
0.012. Since the probability (0.012) is lower th@®5, then regression model can be used to preéfokct
performance of beef-cow breeding enterprises. Orcan be stated that the relationship, availabibty
information, procedure, requirements and locatiointly give the influence to the performance of feeaw
breeding enterprises.

Regression equation obtained in this study is bevis:

Y =3,672 + 0.056X1 — 0.050X2 + 0.178X3 — 0.202X0.820X5
Output of the research indicates that relationslaip the influence and positive connection with granbince of
the beef-cow breeding enterprises< 10%). The well established relationship betwienfund resources and
the loan acceptors will influence and facilitate threeders to access into the external fundincgalvesdy been
explained by the results of several previous resear that the benefit obtained frdmanking relationship
between borrowers and bank is that it will redusficiency in the form of flexibility to make a getiation in
the effort to get the

Beef Cow Breedes in

Saouth Sulawesi
|
l |
Independent Breeders Assisted Breeders
Sta.g&[
! y | ! 1 ! ! ! 1 .
Other Regency of Regency of Regency of Regency of Regency of Regrency Regeney of Regency of Other
Regencies Eome Bubioutba Gowa Baxm Bome of Gowa Barmu Regencies
Fnhlowmhia
Stage-II
65 Bm:ders || 12B:'acdt:s | | 21 Breeders || IEB;edm | | 44 Breeders | | 28 Breaders | | 243;&»:’ | | 14 Breeders
Figure 1. Stages in Determining the Samples of Research
Table 1. Regression Analysis Result
Variables Coefficient t-Value Significance

Constant - 19.410 0.000
Relationship 0.113 1.343 0.081*
Availability of Information -0.053 -0.660 0.510
Procedure 0.276 2.773 0.005**
Requirements -0.312 -3.310 0.001**
Location 0.034 0.473 0.636
N =220
R*=0.44
F-Value = 3,006
* and ** are sig-nificant in
10% and 5%.
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loan; and one of the visible aspects is durationherlength of established relationship betweerhn lpatrties
(Booth and Thakor, 1994). If the banking relatidpstuns smoothly, it will reduce inefficiency, sbhat the
enterprises getting the loan again will surely kerded as having goadputation and will be easier to obtain
the loan (Diamond, 1991). Output of study by Peterand Rajan (1994) finds out that if the companies
obtaining the loan concentrate to maintain thelmti@nship with the loan provider (bank), they wgit lower
rate of interest. Relationship with the externatipa including partnership, network, and alliaicénportant in
motivating the small scaled enterprises to devedbgmefit from relationship is that it will redudeetinformation
asymmetry between both parties; the borrower wdt gore information on several subjects including
information about funding. The other benefit ob#airfrom relationship is that it will give more fible and free
space to the contract already been agreed preyidasaddition, in term of collateral requirememthich shall
always be monitored, such monitoring system willseathe relationship between both parties gettiogec and
closer (Boot, 2000).

Output of this study indicates that the procedurdumding resources has the influence and posiéiagionship
to the performance of beef-cow breeding enterpifges5%). This output is consistent with Beekal. (2008)
that the small scaled enterprises use the extrnding lower that that of big companies due todbmplicated
and time consuming procedures.

Output of this study indicates that collateral riegnent on funding resources influences the perdéoe of
beef-cow breeding enterprisas{ 5%). Collateral requirement is one of the fagtoampering the breeders in
obtaining the loan, because generally they do agtlassets to be used as collateral, while the bemkres
them. This is in conformity with the output of raseh done by Randt al. (2009) stating that some small and
medium scaled enterprises cannot access the cfemtiishe formal institution due to the lack of ledéral they
have, too complicated and difficult process tothetcredit, and also due to too high rate of irger&Imost the
same case is described by Betlal.(2008) that the small enterprises use the extéumaling lower than that of
the big company, because they are hampered byfaailateral they have.

The other variables namely availability of inforimat and location do not influence performance offbmw
breeding enterprises. This is not consistent withdutput of study conducted by Wangu (2011) sydtiat one
of the factors hampering the funding access asthall and medium scaled enterprises is the lackvailable
information in credit proposing process. Sugiarid &Viryono (2004) also explain that in the propggprocess
for capital loan required by breeders to the fugdimstitution, commencing from the proposing tiniethe
moment the loan is realized is influenced by thstadice between the location or domicile to the ifumnd
institution; total frequency of visit to the finaatinstitution and duration in the process of drelisbursement.
Nurmanaf (2007) also explains that from the bankiognt of view, in general there is still a hangicimn
realizing the credits for agricultural sector doethie fact that the bank still considers that sbakinesses are
very risky and the bank applies the prudence placiConsequently, customer selection becomes tighy
with the requirement of having the collateral whidh general is not In the possession of the fasmer
Meanwhile from the breeders’ point of view, theg &lampered by collateral requirement, also by cmaigd
administrative procedure and consuming too mucte tam well as the availability of minimum amount of
information about the funding.

Distance between location or domicile of loan atoeand the loan provider constitutes one of theidis
causing the constraint for the breeders in accgssio the funding, although partially it is nogsificant. The
same case is explained by Akratal. (2008) that the distance from the farmer domiale¢hte formal financial
institution is one of the factors influencing creditivities of the farmers. The demand for cr@ddposed to the
formal institution has negative relation with thistdnce between domicile and the said funding nessu

5. Conclusion And Suggestions

Working capital needs a special attention fromldeef-cow breeders, because their smooth produatitivities
are also determined by such factor. Funding aduiéissis strongly determined bgood relationshipestablished
between the breeders and the loan provider, a¥#ijjabf information on funding, simple procedureredit
proposal requirements not giving a burden to breeded location of credit providers, namely bankl an
government easily accessible by the breeders.

Suggested future that funding accessibility foreloiers can be increased if availability of informaaton funding
can be well obtained and understood by the bredileimsiproving socialization of the available furesources
from the loan providers, either from banks or frgavernment. In addition, initiatives of the breesieeed to be
motivated to look for the available fund resourtlesmselves without waiting for information from thean
provider. The location obstacle between the breedrd the loan provider can be overcome by impgpiie
road infrastructure, so that the matter of distacae be solved and no longer becomes a const@irthé
breeders.
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