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Basic Information on Small Industry in Indonesia

1. According to the 1974/75 Manufacturing Census (published

at end 1972) akout 1.3 =millinn establishwents throughout the country
are engagaed in manufacturing (current informal official estimates,
however, put this number at 2.5 million). 96% of these are very
small (unorganized or inforw.l) industriai units employing

4 million persons or 80% of 11l wvorkers in the manufacturing sectcr.
Less than 80% cf these hire lakbour and only 177,2G0 persons

or 5% of their work force are employed as bhired workers. A major
share of their activity involved wood products, food processing,
textiles, brick/tiles production, tobacco and leather products.
Labour productivity 18 extremely low {(on average about 20% below
even that of agriculture} except in footwear production, leather
products and tobacco processing. Overall, this segment rcpre-
sented about 12% of gqross output and just 143 of value added in

the manufacturirg scctor. The valve added per person worsking in
this group in 1974/75 was about USS.33 per annum.

2. Dispersed in remoute rural locations, these industries are not
easily accessible, have only meagre resources, few productive
assets, and their small incomcs make it impossitle for them to save
and invest. Working only part time with traditional production
methode, they face a very limived choice of product lines. Acg

mo3t such industry operators are Jdraftsmen producirg for local
markets they lack the entreprencurial skills which would generatse
an expansiona of thoir activities.

3. Organized small scale industrial units resemble the unorganizod
grcup in some respccts and larger acdium scale industries in
cthers, e.g. some 75% of the 48,400 small industries establish-
meats hava product lines similar to those of the unorganized
industries, while the other 25% are involved in higher technolcqgv
areas, such as structural metal products, electrical equipment

2nd appiilances, nlestic and cement produzts, and bicycles.
According to the 1974/75 census, rost small industries are located
ia Java and employ about 343,000 persons, about 269,000 of wnom
are hiraed labour. Eventhough <he number of estabiishments in
organized 3mall iandustryv is5 only abonut 4% of that in unorganized
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sz3all scale industry, they employ about 50% ~cre 2
than them. The annual value adied per perscn i35 a
nezrly sevcn times %hat in informal industriecs. L
informal =small scale industrias, 95% of organized

use ny electric power for prcduction.

1. Trom the perspective .7 the overall menufacturing scsctcr,
there appears to te considerable scope fcr the exvanstion aof
small industries in many fields inclvrding: kaitted fadbrics.
garments, wearing apparcl and uniforms, furnichiangs; buildiag
materials and roofing tiles, table ware: furnitursz, fenecing,
wooden casing and carving, and classroom equipnment; lcather
footwear, preserved z2nd procese:d food, bakery rroducts, dricd
food preoducts, fruit juices and bhaverages; tools and agricultural
equipment; scarepart rf tractors, spravers, irrigat.on pumps,
water and scvage pipes; electrical appliances 2nd supplies;
forgings, weldings and castings; cutlery; bicycles, spareparts
for sugar, palm oil, rubber and textile machinery; vehicle bndies
and parts; and varnish paints and lacgquers.

Institutional set up with respect to small indestries
development in Indcnesia

S The Directorate General for Smell “ndustry is made
respon3sible for all aspects of the promotion and develccment cf ,
the small industries in the couatry. This includes the »nlanning,

orogramming and implcecmentation aspects of all the przgramnmes i
force or these being formulated for the puroscse; more notable
amongst them being the P?IX (Srall Industry Devzlepment Centras):
Extension tervice Centres: Mini Irdustrial Zstateés; Commorn
Scrvice Facilities; Sub-contracting, Foster Fathar Schemes,
Peservatisn Schemes, ctc. Besides, the prcaramme lau.cheé by the
Mipistry cf Industry £or the promotion and guidance cf small-szale
industries - BIPIK - is placecd directly under the supervision of
he Director General fcr 3Small Irdustries who nhas Leen centrusted
ne respecnsibility of formulating and implementing tha RIDIX
regranme tliroughcut Indonesia.

Lo NS B2 4

5. The Directerate Gencral for Small Industry consists cf five
Directorates:

a. Prccramming

b. &Assistance for equipment and raw matcrials
€. Entrepreneurship Dcvelopment

d. Productior and Market Deveclonpment

e. Ewvaluation/Standardsn

7. The i.inistry of Industrv is represented throughout the
country by 27 Regional Cffices {(Xantor Wilayah Perindustrian)

and these cffices, in turn have branches in scme of the districts
tetalling 206. Thnese offices reflact the decentralized structure
of the Ministry, as the regioral offices are basically under =he
auspices nf the Governors, who im =ost provinces provide tho
budget for these offices. The majority of the provincial cffices
are granted two different budcets for smail-scale industry
developrment (BIPIK), one from the Ministry of Irdustz: 2nd cne
from tha Governor.

’




-3-

8. Since the baginning of 1979 the Minister cf Trade and Co-
operatives of thae Republic of Indonesia has considerad through
the Asscciation of State Trading Companies (issosiasi Persezn
Nizgaz) the establiskment of Trading Hcousrs (wholesale business)
as enunciatec by the Minister of Industry, with the foliowing
as its main functions:

a. To support the marketing of domestic industrial nroducts
and hardicrafts in order tc promote their growth,
in respect to domestic marketing as well as for exnort.

b. Supply of raw/auxiliary materials through iapcrts 23
Wwell as from domestic crigin.

c. To support the development 2£f economically weak
businessmen, in the production as wcll as trade sector

d. To initiate/pion=2r the export promotion of idomestic
industrial products and handicraft gocds, tarcugh their
trade channels abroad, on the kasis af their bonafidity
of guaranteeing the gquality and gcontinniey of sueply
of the related goods.

Logically, the STATE TRADING COMPANIES (PERSERQO NIAGH),
which already, are in pnssession 2f an exteunsive trading network
with branc’ es throughout the archipelago and akrznad, nccessary
facilities, such as: offices, warchouscs, telecemmunications,
transportation means, can ecasily become and carre cut the
functions of Trading Houses in Indonesia a2t rresent.

9. The Ministry of Industry, through the Directonrata General of
Small Industry, ig also srear-hezding the atcempt to establ:
small scale credit system via Bank Indcnesia frr the weak g
Ind¢ed, this system has been pnractised in Agriculture Scctc
Binas credit secured merely by Project Management Unit (PMU).

Sirce February 1980, a co-cperatien team has been fcrmed between the
Directorate General of Small Industry and 3ank Indoresia, which
also includes 3NI 1246, Bank Rakyat Indcnesia, Develcopment Zarnk

of Indonesia and otlers. Subsequently, specific teams »f sactcral
or regional rature are also fcrmed. It is csxpected that the systen
called "Nini Credit” to be cffered without collateral and td >e
channelled through ®ank [akyat Indonasia and BNI 1946 «will be
established in due course.

D] (n Y
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Government Pdlicy and Programmes for the Development of
Small Industry

10. According to the Third Plan, Repelita III (197%-84) the
develcopment goals for small industry fanclude an annual growth

rate of 7% (compared =0 5% previously) which is exnacted to result
in a 12% contribution to value added in the manufacturing sector
and creation of 434,500 new icbs during the Plzn perind. Thea

Plan allocation of 2p.50 billion (or about US$80 rillion) for
Small fndustry Sactir (exclusive of credit a2ssistance) reflects
considorable imrroverert over the past budgetarv aliccations,
although it dnes rcst £ullv sugport the high priority being

given to axpansizn nf thls sectcr.
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1. The follcwing paragraphs provide an cutline of the
Government's policy/progrzmmes designed to implement the de-
velopment of the small scale industries. Besides indicating the
seriousness of the effort, it also gives a synopsis of the
multifacetted characteristics of the Indonesian Small Industry.

12. In an effort tc promote crganized and well-integqgrated
small scale industries, a programme for the establizhment of
Mini Industrial Estates (MIEs) tn serve as focal points through
wnhich a complete package cf Government and other assistance
could be channelled is being finalized.

13. The MIEs urimary functicen is to serve small industries to
meet their nume-rous demands such as raw material, product marketing,
promotion anda i1aformation, study and training in skill for various
production processes , design and management assistance. Morecver,
it may offer assistance in loan fund acquisition and search for
sub-contracting relatiors. Its second deals with domicile for
small industrial operations requiring specific promotiocn for
growth leading to adeption of co-operative system or other

stronger endeavours. Nonetheless, its service funrction is rot
restricted to its own territory exclusively, but extended to
surrounding areas.

14. To improve product guality of small scale industry, the
small industrial estate may render its service of Common Service
Facilities (CSF) through joint operation of its equipment with
the 2id of an instructor and cperator or designer :ror processes
whose eguipment proves too costly for small scale industrial
operators to procure. The C3F is equipped with workshop, store-
house, repair and maintenance facilities.

15. Long c¢e»v'» mlanning for such promotion via small industrial
estate estanl’ shwe. .t ig designed to reach all areas with small
scale industraial ~sncentration. To reach this end, *he number of
industrial zurnes is to be increasad by stages in accordance with
its industrial conditions.

lse. Various other programmes like:

- Information campaign tc usher the ccnomically weak group
into a structural : :-orientation and an improved *ralance among
small, medium and lzrge industries.

- Reservation of products for manufacture only by small/
economically weak industrial groups and its effective implement-
ation by forging a sound and eompatible link among them. This
subject deserves study and extensive planning.

- Improvement of the weak group's capability, aspecially
in equipment and raw/auxiliary material supply, productivity, -
marketing and design: are also being planned.
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17. It is realized that guidance and development may becone

a reality only if permanent workshops are set up in every area
as industrial/handicraft centres where workers may be trained to
become aqualified operators/cratftsmen and existing gperators/
craftsmén to improve their skill from expsrienced Lnstructorf
permanently employed. To fullfil this need "service centres’,
to support specific aspects of the foregoing will be located in
selected areas where demand and intensity of small industry
justifies it.

18. Small Scale Tndustry Service Centres are expected to be
established in regencies, and will be sucervised by Srall Industries
Development Centres (PPIK) at the provincial level. The

Service Centres will co-operate with the existing Industrial
Research Institutes especially for design and other technical
problems.

19. Six MIEs were expected to be operational in 1980 at Sidoardjo
(Surabaya);, Yogya, Semarang, Tegal, Medan and another in West
Sumatra. A total of 200 MIEs of which 150 are envisaged in Java
are planned to be implemented during REPELITA III. As MIEsS were
open for development by private companies as well, it is
conceivable that thelr number will surpass 200 (e.g. in Semarang
P.%Z. Tanah Mas will establish a 35 HA Small Industrial Estate.

But generally the area required for each MIE is between 3-10 HA.

20. Work has been initiated cn listing of products reserved
exclusively for small industry (reservation scheme). The method
is to be applled without adverse side-effects and small scale
industrial coanditions have to be prepared for it tc function in
conjunction with medium/large industries.

21. Formation of co-operatives is not pursued explicitly
except if motivation of lccal 3mall Scale industrial operators is
strong /fcr it and they desire it. Models cf co-operatives existing
in small scale industrial circles are found in:

a. Cibaduyut (leather goods)

b. Troso, Jepara (woven as well as wood carving
articles)

¢. Magetan (leather) via XUD

d. Gunung Kidul (cashew nut) via KUD

e. Ceper (matal)
22. To help solve PEGEL's (economically weak entiepreneurs)
marketing problems, establishment of sales emporiums in first grade

regions and other areas deemed worthwhile is being seriously
considered.

Zencugh
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Synopsis of UNIDO's Programme fcr Small Industry Development
in Indonesia

23. A request was made in 1977 for UNDP/UNIDO's assistance in
the formulation and carrying out cf a programme of technical
assistance and extension services for small scale industry within
twvo pilot areas, Surabaya and Yogyakarta, and a prcject
(DP/INS/77/004) - Assistance to the Development of Small Scale
Industry (BIPIK), started in February 1978 for a duration of

24 months. The project provided for the services of four experts
(two industrial angineers and two business administration
experts) and its main oljective was to assist in the establishment
and operation of the two pilot Industrial Extension Service
Centres (PPIK;.

24. UNDP/UNIDO had, in the past from 1973 to 1977, also provided
some assistance in small scale industry development in the form
of various missions and advisers. Tn 1973, a light industry ad-
viser (DP/INS/72/056) was attached to the Ministry of Industry.

In 1974, a Joint UNDP/UNILO/ILO Mission tcck place to formulate

a lcng-term technical assistance programme for the small scale
industrial sector. 1Ia 1975, two UNIUO consultants were provided
to agsist the Government in advising on a suitable institutional
framework for administering a scheme designed to support
indigenous small industries (DP/INS/74/046). Finally, a field
extension service expert was fielded for Surabaya to assist the
Mianistry in implementaticn of the BIPIK programme (DP/INS/74/013).

25. The Government's serious interest in the developmant cof

small industry and its efforts in establishing a concrete

institu »>nal arrangement, policies and programmes and our ezziier
involvement in various of these undertakings in Indonesia spirited
us in developing a conceptual frame of reference for focussing

our efforts in support of the Gecvernment's programme implementation.
A peep into our institutional memory revealed that the pooling of
resources by the industrial research institutes, which have been
established in great numbers through various multilateral and
bilateral organization's assistance in many parts of the world and
ware generally unable to spearhead “he industrializaticn efforts

as well as was expected of them, with 2hose of the

small industrias development authorities dealing with policy

and programme aspects would instantly make available a2 considerable
amoint of national intellectual resource for injecting much needed
technological and preofessional wisdom into the implementation of
such programmes. This was certainly crucial in the Indonesian

case where a great variety of such institutiocns existed along

with a series of experiences with respect to attempts at providing
stimulus for the development of small scale industries.

26. A conceptual programme logic was therefore develoved in an
effort to meaningfully tap the opportunities through which UNIDO
asgsistance could act as a catalytic agent in forging the above
mentioned pooling of national resources. Guided by this programme
logic several of UNIDO executed technical assistance projects

o




were fcrmulated and designed or were ra-designed to provide

a specific crientaticn to small scale industry and to exhort

the various divisions of the Government tc co-ordinata the
implementation of such programmes. In view of a greater con-
centration of small and cottage industry in textile, leather,
building materials and fcod sub-secters, particular efforts were
made to orientate ocur technical assistance to industrial research
institutes covering these sub-sectors allowing us to focus

on part3 of the institutes' activities s~lely for the small
industry sector in (onjunction with the Government's programme
regarding guidance and assistance for small industry.

27. This has resulted in allocation of close to 50% of our
total resources deploved amounting to approximately US$9 million
to the small industry development stream of the technical
assistance aiming at inducing organized production, upgrading of
technology, promotion of improved and diversified products, sys-
tematic management, expanded distribution and linkages with
large and medium industry thus materializing the growth of small
industry establishment.

Results obtained sofar

28. In view# of the evolutionary nature of the programme and it
being a compcsite of a number of indepandent projects implemented
through various institutions, these projects are at different

stages of implerentation as they had started at different schedules.
In fact the focal project covering the assistance in the
implementation of Government policies and programmes for small
industry development have just started as of August 1981. For this
reascon no effort has yet been made to systematically collect and
organize data cn the achievements of results sofar.

29. However for the purposes of this paper some of these
experiences are ccllected and presented sectorially.

Small Scale Food Processing Sectcr

30. The Institute for Research and Development of Agro-based
Industry which is implementing this UNIDO project had sent

3 teams to conduct comprehensive field survey of small scale food
industries in West Java during November /‘December 1980. These
teams ~nvered 19 districts in more than 69 towns and villages

and visited 96 small scale food processing establishments. During
the survey the teams concentrated on dispensing on the spot
advice to the entrepreneurs and collect information on production
processes and techniques as well as problems faced by these
establishment for further research and development work. The
gurvey programme wWas arranged by the Ingstitute with tie regional
and district off{ices of the Ministry of Industry.
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J1. The establishmeats covered by the survey teams included

a wide variety of products, such 2s: syrups, carbonated drinks

and fruit juices; rice coconut toffees; temne (fermented scyabea..
cake); soya bean curd (tahu); ketch-up/sauces; bread and cakes;
tapioca and rice ncodles; dried bananas; caandied nutmeg fruit;

high moistured nutmeq fruit ccndy; palm sugar; salted dry fish}
farmented fish paste and fresh milk. The prnblems observed

ranged from improper storage of raw materials; insanitary
conditions in the production areas:; improper producticn technigues;
injudicious use of preservatives; untreated wate usage; pocor
packaging processes; inefficiant production techniques and

factory lay outs; to outright use of wrong production, preservation
and processing technicues.

The survey thus covered 39 tvpes of prcducts and the team
brought back 82 samples for further test and development work
at the institutes.

32. Based on this workprccess manuals and training manuals were
developed and a number of entrepreneurs and extension service
officers of the Ministry of Industry werc trained. As of end of
1980 6 entrepreneurs from Zast jJava, East Nusatanggara and

Morth Sumatra provinces were provided e.tensive training at the
institute and arrangements were being made for training another

25 encrepreneurs in desa Blitar in Bengkulu, Sumatra; while
another programme for 50 entrc¢..eneurs and extension workers of
which 30 from West Java and 20 from East Java were to be trained
at the institute in March 1981 was being planned.

33. Similar survey missions were undertaken to other areas
in the middle of this year and yet another one is currzantly in
process this month. It is expected that these efforts will
produce somewhat better results than those resilting from the
1980 survey work.

Small Scale Leather and Footwear

34. Pield survey similar t> the one mentioned above was conducted
by the leather project which is implemented by the Institute for
Rasearch and Development cf Leather and Allied Industrv. Based

on its findings supplemented by a market research on fashicn and
design, training facilities were establiszhed at the Institute

for pattern cutting and grading, footwear and leather gccads
manufacture and fashion design. &2 large number of centrcsreaneurs

and extension service 2fficers nave bezen trained besides

preparing fashion and design manu-~.3.

35. The collaboration of the Iastitute and the small industry
development authorities was taken one step further in this sector
by deploying the Institute’s taechnical staff under the gquidance of
UNIDO experts to act as technical implementors for ithe esta-
hlishnent of a mini-industrial estate and ccmmon service faci-
lities for tannery, footwear and leather goods.
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36. The mini industrial estate has realised the reloccation

nf 30 small scale tanneries, 15 small scale footwear and

lesather goods manufacturer~ from a number cf villages into

a centralised place nearby Where the production could be under-
taken in an organized manner by empioying improved methods of
production under the guidance cf the extensioa service officers
as well as the “nstitute and UNIDO experts. A considerable
amount of financial and management assistance have been provided
by the Governmeni. for the factory bduildings, production eguipment
and comm.n service facilities besides training of oreratives and
entrepreneurs. The Institute with the assistance of the UNIDO
project has been a significant partner in providing the tech-
nclogical and prcduction management inputs into th2 development
and overations of the mini industrial estate and its constituent
services.

37. Encouraged by the willing and effective cooperation between
the institute and the small industry development authorities
the effort has been taken yet another step further through
dacentralization of ocur project thereby creating two additional
teams comprising one UNIDO expert and +two Institute staff
members; one each at the mini industrial estate in Magetan,
East Java and in Kuninga, Jakarta .respectively to provide in-
depth extension service assistance and training for the
establishment of mini estates and common service facility in
Bast Java and Wes% Java for a period of one year. Thisstep is
expected to firmly establish the capability of the Institute to
interact with the small industry develcpment authcrities on a
continuing basis in the implementation of such projects through
the country.

Builéing Materials

38. The UNIDO building materials oroject demonstrites yet another
aspect of our role in the subject. The project had been instituted
in 1974 and was being implemented through Institute fcr Research
and Development of Ceramic Industry z2néd the Institute for

Research and Development on Buildimg Materials both of

the Ministry of Industry and the Directorate ~f Building Research
of the Ministry of Public Works. Until the conceptualization

of UNIDO's programme logic the prnject was more cencentrated on
research and development work.

Concrete efforts were in.ziated in late 1978 to re-orientate
the project towards more interaction with the small scale
building materials manufacturing industry with a view to, firstly,
implement the research resul*ts obtained thus far and, secondly,
to re-direct part of the implementing institutes capacity in
conjunction with the small industry development authorities in
providing technical and producticn uinagement inputs in the
small industries extension servicz2s activities and programmes of
small industry development.
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39. In this effort the activities finallwv zcaverged irnto
lime industrv and ~lay industry. 1Ia view cf the fact that the

lime irdustry comprised of more than 5,000 lime kilns ({some
3000 on Java and Madurz and about 500 on Bali island) with

an annual production of 5 millicen cubic metres almost entirely
from cottage and small scale categories having individual
production capacities ranging frem one to 30 cubic metres
hydrated lime per day. While, cearlier cn, considerable
resources were deployed on the design of conrtinuocusiy operated
vertical shaft lime kilns with a capacity of 12 to 20 cubic
metres hydrateéd lime »er day and their promecticn through
demonstration projects ‘2 of each kiln tvre):; none could be
imnlemented as 2 small enterprise Jdue ¢ lack ¢of investment
capital a: credit etc.

40. A new approach was, therefore, adopted in coopmeration witl
UNIDO's pilot projects for the establishmen: cf small industries
Aevelopment centres with the Ministry of Industry and in-
conjunction with the Bank Indonesia's small investment credit
promotion schemes around 1979. As a result concerted programmes
were mountea by smali industries devel )cment authorities in
cooperation witil the Institutes for Rasearch and Development of

~ -amic Industries in East Java and Bali. In this programme

the Institute under +the guidance of the UNIDO project undertock
to provide technical and orocductinn management consultancy
services; the small industries develcpment authorities were

to assist th? entrepreneurs in management procurement and
marketing and the Bank Indonesia through its participating

banks were to provide credit. This way approximately 4/5
entrepreneurs have been directly issisted in establishing
improved lime kilns in various carts of East Java and several
others have followed which 2re ncw heing assisted sclely by the
Institute staff.

41. The participaticn nof th2 Instjitute under the auspices of
UNIDO project with rescect *o lime industry in Bali has Deen
more in the nature of assisting the previncial authorities in
moving the small lime manufacturers to use lime stone as a raw
material rather than ccrals in crder %o maintain *he beaches

of Bali and hence the isiand's main attraction for the touriscts.
In this regard considerakle 1iaput have teen provided into
designing %he lime kilns <o suait the particular characueristics
of lime stone found on +<he island (which is rather scft and
brittle}.

42. Another significant area has been the clay roofing tiles

in which case the efforzs have been concentrated in two

locations in Central Java. Apnropriate technologies comprising
of improved extruder with roller mill to produce uniform clay
slabg at higher capacitv (and their manufacture through local
factories) and improved xiln design ensuring a higher fuel
efficlency and a lower breackage rate (and its production through
local factories) have bDeen successfully promoted., As of early
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this year two such projects were implemented under the
supervision of an Institute staff whc had spent 8 mcnths at
plant sites for its implementation while 5 mcre new tile plants
were under discussion betwecen the local manufacturers and
credit institutions with the Institute acting as a technical
consuitant.

43. At another location in Solo the matter was being tackled
in yet another way. The National Housing Corporation was
planning to build 3500 units and the Institutes have been keen
on having the Corporation use locally produced roofing tiles.
Arrangements are now under finalization to ensure the production
of rocfing tiles of required gquality in desired quantities

by the small tile manufacturing establishments in Solo under

the supervision of the Institute and our project for consumption
by the Corporation in their housing project. In order to neet
the tight time schedules for tnis large conscruction project,
our project is donating through the Institute the productien
equipment developed through UNIDO project for demonstration

and pilot operations lefore steps could be taken by the small
industry develcpment authorities to orgaanise the small scale
clay roofing tiles manufacturers to appropriately equip them-
selves for meeting the Housing Corporation's demands on a

timely basis.

44. In view of such encouraging results, efforts are being
made to decentralise our project on the same lines as mentioned
above, i.e. to post two or more full time teams each comprising
of one ULIDO expert and two Institute staff memkers at wvarious
locations to have an in-depth and continuous interface over

a period of approximately one vear and thus ensure a forging

of effort and cooperation between the institutes and the small
industries development authorities for a continued and lasting
relationship.

45. Considerable training has been provided to the operatives

and entrepreneurs by *he institutes and the project especially
in construction technologies etc.

Perspective

46. The experience mentioned in the previous section would
aprear to indicate that an envirnonment has been createé for the
technology ins“itutes to rool their rssources with the small
industries develooment authorities in order to mount a con-
siderably large nation wide programme of small industry
development primarily through naticnal human resources. The
success indicated has been achieved cn a somewhat ad hoc basis
under imperfect conditions and was fomented largely through
UNIDC office in Jakarta. It is,nevertheless, believed that

it has been a very rewarding experience both for the institutes
and for the central small industry development authorities,

and that, an air of mutual trust ané underctanding and an urge
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for self fulfilment, besides achievement of Government policy
objectives, now prevails amongst the professicnal staff and
middle managers on both sides.

47. With this in mind a relativcziy bold ster was undertaken
in the design of the focal UNIDO assistance project fcr the
assistance to the da2velopment of small industry which

requires that:

1) A design of the netwcrk system for an effective executicn
of Government poclicies and orogrammes should be rrepared on

the basis of a comprehensive evaluation of existing planning,
orogramming and implementation organisation dealing with all
facets of small industrv development.

2) Successful planning, implementation and operation of

5 model industry development centres at provinc’.al headquarters
and attendant service centres %o be estaklicehed in priority
regions.

3) Successful planning ané implementation of up to 14 mini
industrial estates to te established in the vriority regions
of which up to ten should be operational by 1984.

4) Establishment of at least 2 onqgoing joint programmes
between each of the 6 technology institutes (food processing,
leather products, ceramic and building materials, metal works
and textile) and each ¢f the S mcdel provincial small indus-
tries development centres aiming at improving the gquality and
range of prodnct of srall industries in these sectors and
regions accompanied by appronriate training of entrepreneurs
and extension officers (6x5x2=60).

5) Idantification, promotinn and implementation of up t°

5 new business opportunities including groduction and mar. :ing
sub~contracts with the large and mecdium industries under the
Government's foster father scheme within each of the 5 model
provincial small industries development centres (5x5=2%).

6) Training of up to 500 extension services officers and
small entrepreneurs including a number of trainers through
technical and entrepreneurial develcoment oprogrammes inplement-
ed within the country.

7) Conclusion of up to 10 agreements for financial grants
or loans for the establishment of provincial small industry
development centres, mini industrial estates and common 3aervice
facilitias by local financial institunicrs, nrivate entre-
preneurs and multi-bi donors.
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48. Additionally, throuah ancther new nroject, which

planned to go in implementation sometime next vear, for
assistance in the develcnment of buildinc materials and supplics
industry fcr low cost nousing; it is expected that the entire
requirements of building naterials and supplies for the
construction of low cost housing (150,000 units planned for the
current plan period 1°279-847), transmigration housing projects
(500,000 planned for the curreat plan period) and other pulklic
sector construction programmes like kampunc improvement,
environment:zl sanitation, water supply and rural housing
improvements, shouid be nrocured through smail scale manufacturing
enterprises in at least 3 regions and for at least 5 model
programmes Jhere the croject will have its cperaticns. This

is expected tc relate to un to $100 million worth of building
materials and supplies thus procured under the auspices of

UNIDO prcject As an entirely caotive dermand estimated to accrue
in these areas and locations while the total size of the natiocnal
captive market for such construction programmes is estimated

at ap’ -oximately $850 million during the current 5 year plan.

49. In this perspec+ive it is hoped that even a partjal
achievement obtained through *lhé¢ currently ongecing programme
mentioned in this naper wecould contribute significantly to, not
simply the establishmen% c¢f nrinciples for interactive co-
operation amongst variosus 1nstiftutinns contributing tc the
development of small industry; tut, in fact, would do so through
quantified, tangible and wvisible results hy wev 0f new and
improved products, new ané improved technologies, improved/
anpropriate equipments and their applications through promotion
and sustainance by extension services, financial, management

and marketing assistance and aztually steerinc the currently
informal sector of smal. industry production to an organized one
and sustaining sameby nroviding croduct rarketing opportunities.

Concluding remarks

50. While we are still far from making a claim as having secured
derived results, it ic evident that the seeds have grown into
saplings and the saplings are grcwing fast in strengtk.

51. Considering the multi~-disciplinary and nulti-institutional
character of small industry development effort and UNIDC being
an international organization to assist only when requested,

the task of bringing tcgether the numerous elements in this
jigsaw puzzle i3 not easy and is nct clear-cut at all. Yet,

our experiences as briefly outlined in the preceding pages 4o
appear to indicate that a committed effort, aven without the
line authority, and, velying entirely on a motivated ccnceptual
advice could produce considerable results. Mcore than anything
else it has been the motivation and commitment on our part
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that has made us act as a viable catalyst in reaiising the
latent cagacities of the national instituctions and starting
the chain reaction in suprorting the implementation of the
Government's policies and programmes with resvect to small
industries development ia Indonesia.

52. It must be noted that our basic premise has been to put

our resources, meacer as thay are, firmly behind the Government's

efforts in improving the impiementation of their policies and
programmes devised by them and exploring the natural insti-
tutional affinities as we go along. It is found that the
conceptual identity and understanding amcngst the institutions
is perhaps more critical than an administrative chain of
command as the former, if pursued consistently, could act as
an important fillip in motivating those authority in enhancing
their commitment which would naturally go a long way in
producing higher results in guantity and quality.










