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CHAPTER I. P R E r A C E
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The Indonesia Long Term objective is to build an economic 

structure in which agriculture, industry and services are ba 

lanced. In order to attain this long-term objective, tr.e pro 

cess of development must take place gradually. At present 

emphasis is still placed primarily on agriculture but the in 

dustrial sector must become the supporting sector and a sti­

mulant to agricultural development.

At the same time preparations are being made to develop in­

dustry more extensively in the future.

Afterwards, part of the population living from sectors beyond 

agriculture will increase, export compositions will also 

change, which -esults in increasing the Indonesian export of 

processed materials and finished goods.

In carry ing OL t developments,

he imp lemen ted payir g more atten

giving much employment opportuni

produc t i v i ties , using as much as

and be able to do the ma intenanc

effort s i n con tro lling important

the .State w!hie h is vit al for the

Nn t i on

Fin ally, a hai anc i ng economic

and dy nami c i ndus trial growth ex

growth of a s tron g agr icui ture,

technology and science will 

tion to conditions as for 

ties, improvement of labour 

possible domestic made tools 

But it is necessary to do 

branches of production by 

economic development of the

structure, in which a strong 

ist, sustained by the similar 

should be achi eved.
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CHAPTER II. INDUSTRIAL DEVELOPMENT POLICY FOR THE THIRD FIVE YEAR 

DEVELOPMENT PLAN - REPELITA TIT, 1979 - 1084

As mentioned before, similar to each stage of development, 

stipulated in the General Pattern of Long Term National Deve­

lopment Plan, the Third Five Year Development Plan is also 

aimed at :

First : Improving Living standard, improving intellegence 

and social-welfare of the society, which should be 

more and more equal a.rd just.

Second : Laying down a strong basis for the following stage 

of development.

In the frame work of balancing Indonesia economic struc - 

ture, the Third Five Year Development Plan puts priority on 

economic development, with emphasis on the development of 

agricultural sector aiming at self-reliance in food production 

hv improving the industrial sector, which process raw materi­

als into semi finished and finished products.

The development of large, medium, small and traditional 

sector of industries will be expanded -for the purpose of ex - 

panding employment opportunity and domestic nroduction, as 

well as for balancing economic structure based on industries 

sustained by a strong agricultural sector.

It is affected, however, that the "multiplier effect" of 

development activities wi11 increase employment oppotunities.

'Hus applies especially to the medium and small industries.



Likewise, the production growth is applied to generate 

selfhelp, intention and participation of the whole private 

sector in the society.

The role of foreign capital is applied in sectors, in 

which production could rot sufficiently meet the domestic 

demand or in sectors which expand their export, paying at­

tention at public interest and ib.® development of national 

enterprises.

Development and utilization of capital incentive techno­

logy will be aimed at activities where labour intensive 

technology is not available, or for regions with scarcity 

of man power.

Efforts in regional development and expansion of employ­

ment opportunities are generated through dispersion and de­

velopment of industrial villages, matching with the natural 

resources and living Environment, aiming at the improvement 

of a much better standard of living throughout Indonesia.

It is necessary to improve programmes in increasing earnings 

of groups of community which still have low incomes i.e. 

fishermen, craftworkers etc.

It also necessary continuacions of programmes which

give much more opportunities to the econotnically-weak-small en­

trepreneurs to expand and to improve their business, among 

other things by way of strengthening capital, improving 

their skills and abilities and by expanding their market.

, 3 .



. 4 .

Development in agricultu. will still be continued In tbc 

frame work of increasing food productions, increasing exports, 

increasing farmers income and for creating a strong support 

for industrial development.

With the above assessment, the task or role of industry for 

the Third Five Year Development Plan could be summaiiced as 

follow :

a) . In general, efforts in industrial development will he

stressed on industry which process raw materials to 

semi finished and finished goods.

b) . Directing industrial development into the development of

medium and small industry, which have a labour intensive 

character, for attaining employment opportunities and 

for creating a much more wide basis for development of 

the industrial sector and its further growths.

c) . Making efforts in order o make the development of large

and medium industry abie to stimulate the growth of 

small industry and to fill the needs of each other.

d) . Making efforts for creating industrial estate in certain

regions, to réalité industrial dispersion to the regions, 

still taking into account the principles of economic 

efficiency.

e) . Paying attention to industries, >vhose production is in

demand by the majority of the people to conform with the 

pattern for p!a inxiving, besides avoiding disturbance 

for the growth of luxurious consumption.
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f) . iMore industrial deve’ opment, which supports agricultural 

sector, i.e. agricultural tools industry, fertilizer, in­

sect repellant, processing of agricultural production for 

the strengthening and steadiness of agricultural sector 

able to growth as a sustaining element for the industrial 

sector development.

A healthy industrial climate vill be created by way of 

making efforts for safety and security of undertakings, simpli 

fication in licencing procedure etc.

The development of the economically-weak-groups will be implemen­

ted, among other things, by way of credit assistance under 

soft conditions, expert assistance, extension services and 

through other means of efforts in the frame work of entrepre­

neurship growth and development.
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CHAPTER III. BASICS OF THE SMALL INDUSTRY DEVELOPMENT POLICY in the 

THIRD FIVE YEAR NATIONA* DEVELOPMENT PLAN

1. TARGETS to be achieved

The targets of development to be achieved in the small 

industry srb-sector are stipulated as follow :

- small industry, industrial growth with 6% - 7t per annum

- generation of 434.000 new employment opportunities for 

the plan period

- increase in capital investment with the amount of 

90 billion rupiahs ($ 144 million )

- increase in value added with the amount of 60 billion 

rupiahs ( $ 96 million )

( based on 1973 constant price ).

2. THE APPROACH

The Directorate General of Small Industry formulates 

policies for the development of .‘mail industry in the 

Third Five Year National Development Plan by utilizing 

3 approaches i.e. functional approach, sectoral approach 

and regional approach.

The functional approach reflects the various efforts 

in development, covering programmes for creating indus * 

trial climate and assistance giving opportunities 

for development objective for the small industry.

The sectoral approach reflects priorities for deve - 

loping kinds of cor-odities in each sector, which hope­

fully have a fast development.



The regional approach gives opportur.ittes for a matching 

small industry development in a region and its linkage with 

other regionsr with optimum use of the available resources.

AREA OF ACTIVITIES

The area of activities in the development covers the 

whole small industries, conform with as mentioned in the 

Minister of Industry's Decree Number 176,1978 and Number 

133,1979, where crit ria and definition of small industry 

are stipulated as follows :

- investment in machines/equipment, except land and 

building, nust be not more than 70 million rupiahs (fSHO.OOO)

- investment per man power must be not more than 625.000 ru­

piahs ($ 1.000)

- owned by Indonesian Nationality.

Conform with the Pattern of Industrial Development 

in the Third Five Year National Development Plan, the 

small industries are grouped into <* criteria as follow :

1. Small industry, with production linkage to the large 

3nd medium industry. ( Sub-contracting ).

2. Small industry, self owner, with production to 

fulfil rbn direct n cut's of the consumers .

3. Small industry producing art-procluction and handi­

craft.

4. Small industry producing only for iocai/rural market.
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4. STRATEGY AND PRIORITY Or DEVELOPMENT

To achieve targets of development as stipulated ;;bove, 

especially for the expansion of employment o -ortunities, 

expansion f production at a^l sectors and regions is 

necessary through the possibilities of :

- first : 'ptimiting productioi. capacity of the existing 

small industry.

- second : to take efforts of industrial expansion by increasing

capacity as well as creating new industries

- third : generating the emerging of new entrepreneurs.

Some main supporting factors for implementation strategy 

mentioned above ar11 :

a. market expansion

b. improvement of entrepreneurs

c. raw materials supply

d. capital supply for investment as well as for working 

capital.

In sustaining targets of development in economic growth, 

various kind of production will be given priority to meet 

programmes of :

redeployment 

government purchases 

sub-contracting 

domestic market 

foreign market.



FRAMF. OF THF. SN'Al I. INDUSTRY DFVF.LOPMFNT

Various development efforts and assistance were 

given to small industry by the Ministry ol InJustry, spe­

cially since the Second Five Year National Development 

Plan, carried out through the BIPIK Project ( Project tar 

Guidance and Development of Small Industry 1, being 

continued and regularly improved hv the Directorate Gene­

ral of Small Industry.

The main activities in development is making efforts in 

Coping with internal and external weaknesses, which will 

help to creation of sirn I I industry i ndus t r i a I-c I i ma te , 

for giving a strong basis and for generating the expected 

small industrial growth and development.

In great line, the basic of activities which are already 

implemented or arc being implemented, continued and impro­

ved can be mentioned as follows :

1. Creation of industrial climate within the small indus­

try, which could provide a strong basis for the life of 

small industry and could generate also the coming devc 

lopment, so that a balance in the industrial growth 

could he achieved.

F.fforts were done for po! u ussc^-smeiir, regulations 

of laws to protec t i ous , doi-ii'*.-, facilitates. genera­

tions and help cooperation of small industrial efforts.

2. Giving physical aids as well as in n-physica 1 for moti­

vation and stimulation purposes ol industrial growtli 

and development.
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j. In order to he able to run the whole i nest rial deve­

lopment regularly a.* uell as directed, supporting acti 

vities snould be implemented in the form of functional 

as well as sectoral activities.

4. To improve ability of the whole executors, special 

efforts are being done for improvement of executors at 

the Central level as well as in the regions, covering 

perfections and additions in management field, personnel 

and other activities.

5. Development of small industry areas, among others Mini 

Industrial Estate, Small Industry Village, and improve­

ment cf the existing Service Centers, beside develop - 

ments in other locations.

6. Utilizing international/bilateral aids, by availing 

project and technical aids, will be imoroved oy ccr.duc 

ting various preparations and research beforehand.

7. Research activities, studies, education and training, 

guidance and counselling wil1 be improved in coopera­

tion with Research ar.u Development Institutions, F.du - 

cation Units within the Ministry of Industry, Univer - 

sities and other Institutions.

Cooperations in other fields will be carried out with 

various existing organ izu ;• i oris/counc i Is for example 

with the National Craft Council, Chamber of Commerce

and Industry etc.



t). TARGETS o r THE A C T IV IT IE S  T IM . THF END OF Tiff-: TIMED 

R V E  YEAR nFVEI.OPMF.NT PLAN

Base on the Frame of Small Industry Development as men 

tioned before, targets of activities till the end of the 

Third Five Year National Development Plan will he as 

follow :

1. The amount of guided clusters will be increase up to 

2.000 clusters. It is expected that this increase could 

share additional employment for 200.000 peoples.

2. Guidances for small industry, beyond the d u s  te vs, will 

be improved for the whole districts.

It is expected that this activities could share additi - 

onal employment opportunities for 150.000 people.

3. The development of new small industry, including small 

industry within the Mini Industrial Estate, will achi­

eve 5.000 new industries which are hopefully able to 

share employment opportunities for 100.000 peoples.

4. For urging the creation of new industries as mentioned, 

It is necessary to educate 15.000 would-be entreprene­

urs in the field of entrepreneurial techniques, skills, 

as well as, specially, in motivation and entrepreneur- 

ships. Education will also he given to the existing en­

trepreneurs .

5. 75 Mini Industrial Estates will be created, in regions 

with densely industries, as means for guidance and 

f o r  i n d u s t r i a l  e f f o r t s .

_ . ]  1 -
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6. Te_hnical Service Centers will be created for services 

to the clusters and also for small industry in regions 

where Mini Industrial Estate does not exist yet. It is 

planned that 250 Technical Service Centers during the 

plan period of the Third Five Year National Development 

Plan will be hopefully functioning well.

7. To be able to coordinate these various Technical Ser­

vice Centers a Small Industry Development Center will 

be created in every regions.

8. For purposes of accelerating gu idance  and counselling 

duties, as well as for educations and skills training, 

2.650 new Extension Officers will be placed spreaded

in the whole Small Industry Development Centers, in 

the Technical Service Centers as well as in the small 

industry clusters.

9. To be able to serve Extention Officers and other exe­

cutor's educations and trainings, 100 trainers and in­

structors will be trained at the Central level as well 

as in the regions.

10. For the purpose of market expansion, the amount of Pro­

motion and Marketing Centers and Emporia will be in­

creased to 27 units, spread in every Provinces.

In this chains of activities a Small Industry Informa­

tion Center will be created at the Central level as a 

coordinating -body for the whole information activities.
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1
11. In the improvement of coordination with the Banks, the 

amount of the would-he customers will he increased up 

to 1.500 clusters, in which, hopefully, 50.000 small 

industry entrepreneurs in these clusters will be rela­

ted.

12. For obtaining good industrial climate, Reservation 

Scheme for small industry will reach the amount of 

250 kinds of products. It is expected, that standards 

for 400 kinds of small industry products will be car­

ried out.

13. In order to carry out the development activities well 

good and fast, it is necessary, that work infra­

structure for the executors in the whole regions could 

be completed.-






