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· Indonesia.. Assistance to the development of small industries. J IC\, .2_ 
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Tendnal report Induatrial Er+qi•t••~ . , 30 f q 
Dr/aJ·~I 18/c18 • 

Activities carried out durins the period or 20-S-'82/31-6-'83. 

In order to obtain an overall picture or the small scale indus­
tries (s.s.i.), visits were made to and discussions held wit~ 
some of the small scale entrepreneurs who were-selected f o~ the 
Mini Industrial Estate (M.I.E.). 
Nearly all of these entrepreneurs mentioned lack of financial 
means as their main problem. However, durinG the discussions anrl 
after h::iving seen the operations, other major problems were iden­
tified. To mention some: inefr!cient way of workine, marketincr, 
record keepin~, plannin~, lack of proper supervision of workers, 
poor quality of the products (patly due to lack of equipment), 
etc •• 

A discussion was held with Bank Negara Indonesia (B.n.I. 1946), 
one of the banks which provide loans to the s.s.i •• 
The terms and conditions for a.loan.ware·explained to the Indus­
trial EnCTineer. The delay in the processinG of a loan applica­
tion, one of the complaints of the entrepreneurs, is mostly 
caui::ed by the lack of information of the entrepreneur's business 

. re~uired by the bank, accord.in~ to the B.n.I •• 
The Bank also confirmed the w~ak managerial skills of the s.s. en­
trepreneurs • 

Discussiono were held. with pri vhte orc;anisations. 
Om~ of these orr.;ari.isat:i.ons, the HIP.MI. of whicn memb('rs are -busi­

nessmen, has already expressed the~ willingness to serve as a 
mark~t for the products of the s.s.i •• 

Vi~i ts were made to other BIPIIC of fices and service centres 
(bamboo and rattan) in Binjai and Keban Jahe. Especially the 

• service centres expres~ed the need for marketing trainine .tor 
their officers in order to be able to assist the entrepreneurs 
in their respective reeions more efficiently. 

As a follow up Qf the vi.sit to the BIPIK office in ~injai, a 
discusr.ion was held with Cipta Nia~a for the benetit or two gar-

, 

ment coope~atives.· 
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91• aoathl.7 aqrap raw aaterial puoba•• total.a ! Rp ..... 
b7 68 ••'bera ot the oooperati••• !Ile pU"Obue i• 4ou bdin-
4uall7 fro• clittereat nppliere 1a lleduh !carding to the 
BIPIK ottice9 a •&Ying ooul.4 lNt u4e et Rp.50.000.000 it the pu­
olaaae c01ll.4 be 4one 1a Jakarta and ia bulk. 
!Ile Beed of Cipta liaga, an orpniaatioa 111lich.pmrcbue raw -­
terial in bulk and 4iatributea it uo:ag the eatrepreneun, ez­
preaae4 hie vill1118D9•• to nppon the two oooperati•••· 
BoveTer, one ot t~e oon41tioaa ••t b7 Oipta liaga i• t.iat the 
PQllellt mat 'be panatee4 betore arq purcbue 1• 4one 'beoaue 
ot the Ter'7 'bM experience• ~ beaYJ tiD.aDCial loaaea Atte.n4 
la the put:whea al•• dealiDg with •·•·••tretre11ean t•~ the 
aue •tter. 
One of the aolutiou proposed b7 ~be ID4utrial EDgiaeer to 
Cipta Riaga and the BIPIK office in Bin3ai waa that eacb •••be~ 
ab01lld appl7 tor a bu:t loan, approx. Rp.3.000.000 per aeaber. 
fte Dank ahoa14 not 4iaburae the aoae7 to the ••ber• but pq 
Oipta Riaga clireotl7 1fhea the raw uterial ia receiTecl b7 the 
oooperatifta. It~· can be realised, Cipta Biaga will th•• M 
••tiliecl • 
.l liat of raw aateriala haTe-beea aubllitted to tbia o~aniaa-

. tion an4 waa seat t• it;a~B•ad Otfioe"ia J~a tor price fl119-
tatioaa. 
Cipta Riaga wu also ad.riaed to deal 4irect17 with the two coope­
ratiTea aD4 it requirecl through the BIPIK office ill ~ai. 

lev Industrial Poaaibilitiea. 

Regular diacuaaiom were held with the ID4uatrial lcoaoaiat of 
the IIS/78/002.pro3ect, Jlllr. V.B. IU.ller. 
Soae products auggeated b7 Jd.• to be aad.e b7 the a.a.1. ares 
doorhingea aD4 4oorlmoba, rainwater storage tua:ta, obaNoal u4e 

., ot sawdust, oocont bu:ta aDCl abell•. 
Other pl'OClucta a44e4: egg tr~• lla4e ot wute paper, potatoe 
chips, waahera, aate'f;J piaa, baii- piu, tacb, atapl•• u4 pa­
per clips. 
!.taroagb Ml'. E14ag, a UIIDO expert OD woodworking who ••• OD a 
abort ri•it ia Meda, the lJlllO aaall eate1'fri•• expert bu 'be .. 
Hq11e1te4 to ••D4 clocuantatiou ot aoae ot •Jae Pftdu•• ..a­
t1ou4 

' Ti•it hal , •• a 8141 to tb• BIPII •tfio• iD ,,, .. Jalae, "' 
uareat ton to Med.a Vhei-• potato•• ue pon. 



~----~---~--~---

Th• of tic• gaTe uae~ data au~ 
lit71 crops, etc •• 

.,. pl'icea of the potatoe, t1L. 

Technical at'siatance vu• provided te Mr. V.B.Miller oa a boat 
building and r.pair J1ll"4 project for the Toba Lake. 
Ro such facilities are available at the aoaent. 
Small scale entrepreneurs will be involved in this project. 
AD orientation visit haa been aade to the Lake, followed b7 a 
secoild Tiait tor more detailed discussions with th• apoaaor of 
the project and illspection of the future site. 

All activities of the new industrial possibilit7 program haTe 
been stopped temporaril7 since the National Econoaiat baa not 
joined the Pield Team 7et, except the boat buildiDg aJUl repair 7ar4 
on vhich "1'. W.B.Miller is working. 

Mini Industrial Estate (M.I.E.). 

It was not until 7 March 1983 (!l) that the Pield Team could 
move to the M.I.E. and have its permanent office accoaodation, 
due to water suppl7 connectien problems. 

Pifteen woodworking entrepreneurs and fifteen metalworking entre­
preneurs have been selected by the BIPIK office tor the M.I.E •• 
Out of the selected entrepreneurs, appro:ximatel7 twent7 have 
transfered their business to the M.I.E •• 
Tbe managerial and technical skills of the selected entrepreaeva 
are generall7 poor. 

Two woodworking operators and tour mechf&Dical operators haTe b••• 
selected and emplayed by the.BIPIK o!fice. 
These operators are supposed t~ operate the equipment at the 

.Common service Facilit7 (c.s.F.) of the M.I.E. in order to help 
and assist the entrepreneurs in their production. 
However, the o.s.F. operators are less skilled and expe:rience•t 
than the entrepreneurs. 
It was, therefore, strongl7 recommended to intensivel7 train the 
operators, first, 11ntil the7 will be able to operate the equiP­
aent properl7 and efticientl7 aD4 aasiet the entrepreneur• i~ 
their production. 
A training program vaa 4e1igned f v& she operator• ~aee4 OD tbe 
need• ot th• •••• 1 •• 



• 

Local instructors have been hired tor the period of eix •onths t• 
giYe the training to the woodworking and aechanical operators. 

Training material and safety equipment such as safety goggles, 
dust masks, shoes, etc. were purchased by the Field Team. 
!he practical training of the mechanical operators started o• 
6 April, 1983, while the training of the woodworking operators 
started on 9 May, 1983. 
At the urgent request of the Industrial Engineer the electrical 
installation of the equipment was re-done tor·sarety reasons. 
Therefore, the start of the training program of the operato~s vaa 
delayed. During this period the operators were onl7 giYen theo­
retical training and drawing. 

Wooden cabinets, toolboards, workbenches and certain types of 
wooden tools are being made by the oprators as part o! their 
training and ~hich will be used in both the mechanical and wood­
working sections for the storage of tools, spare parts and other 
•aterial. 

The training program or the mechanical operators can not be fullT 
implement&d yet because or the lack of handtools, machine tools 
(which were not ordered together with the equipment) a:id other 
equipment, such a~ welding equipment, etc •• 

A list of the additional equipment and.tools was subaitted to 
the World Bank Experts in Jakarta •. -

In order to 't"tlll'the c.s.F. a supervisor is required assisted b7 
two foremen, one for the woodworking and one tor the mechanical 
section. 
A structure for the C.S.F. has been designed by the Industrial 
Engineer and was approved b1 the Head of the BIPIK ottiee. 
Meanwhile a supervisor has been selected and employed. 
The two best operators will be appointed to foreman in the near 
future. 
The supervisor is being trained in both the ~echanical and wood­
working section while he also receives training from the Indus­
trial Engineer in technical management. 
Included in the training program for all operators, are the sub­
jects Maintenance and Industrial Sa!ety. 
Training 1uanuals ot tht111 s~bject1 h&'Y• been aade &].read.7 ~1 ~ll~ 
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In addition a training aanual c.s.l!. Manageaent has also beea 
made b7 the Industrial Engineer. ·,d will also be· used aa trai­

ning aaterial tor the c.s.P. supervisor • 
• 

Translation or the available inst:ruction manuals or the equip­
ment from English into Bahasa Indonesia has been initiated and 

will also be used as training material ror the operators since 
these manuals contain installation, operation and aaintenance 
procedures, drawings and lists ot spare parts. 

Other activities carried out: 

At the special request ot the BIPIK office in Banda Aceb, the 
Industrial Engineer made a visit to Lbokseumawe together with 
two offi~ials from the DJIK offi4'e in Jakarta. 
Discussions were held with some members ot a woodworking (turni­
ture) cooperative who intend to set up a c.s.P •• 
The land and building wilJ be fin8:Dced by the cooperative while 
·the equipment will be funded by the World Bank and will be the 
property of the BIPIK office in Aceh. 
The future site was inspected and technical advice was given. 
The two DJIK officials were advi.sed to make contact with Mr.Eldag, 
an experienced woodworking expert from UNIDO who is curreut~7 
stationed in Samarinda, and to req~~st his advice on the equip­
ment and necessary machine tools to be purchased and on the plant 
and machinery lay out. 
The officials were alee provided with a cop~ of the c.s.~. Mana-
gement manual. 

'It was also suggested to attract two short tarm consultants, 
one management consultant and· one woodworking expert tor the }le­
riod of three to four months, after the co~pletion of the constrae­
tion of the building and the installation of the equipment. 
A Dutch non-profit organisatien will be able to provide these 
co~sultants. Onl7 boarding and lodging e%penses will be charged 
to the cooperative. 
Their reaction was very poaitiYe and the necessary contact• haY• 
been made. 



Visits were made to aome a.a. entrepreneurs with the Marketing 
Adviser, Mr.L.Aavatsmark. 
The owner of a band embr9ide1"7 business expressed her desire to 
export her goods. Mr. Aavatsmark gave her some ad'Yice, such as 
labelling, etc •• 
As a follow-up, a Ti.sit was also made to the Department of Trade 
and discussions were held with the Bead, tolloved b7 a second 
visit with the owner of said firm. 
The export procedures and possibilities were e:r:plained to her 
BDd full support was also granted by the Head.of the Departaent 
of Trade. 

6. 

Mr. L.Aavatsmark also confirmed the weakness ot the entrepreneura 
in the field of management, especiall7 marketing. 

Discussions were also held with International Consultants from 
other organisations, such as Bank Indonesia, J.I.C.A., a Japanese 
organisation, German and Dutch organisations, etc., UIHDO experts 
Mr. H. Eldag and Mr. L. Placzek. 

Meetings in Jakarta and Sura~ya were attended. 
Administration, r~gular reporting ~o and discussions were held 
with the Head of the BIPIK office. 

The activities of the Industrial Engineer during the first six 
months were hopelessly hampered by.the lack of transportation. 
Cars were used from other departm,.,nts but on a very limited tiae 
basis and more than often no cars w~re available at all. 
Visit schedules ~ould not be worked out and trips outside Medan 
could not be made which could be very helpful in identifying 
new industrial possibilities and assistance to the clusters, etc. 
It was not until 7 March, 1983, that a car was made availab~• b7 
the BIPIK office. 

Another major problem waa the office accommodation. 
Due to difficulties already mentioned at the M.I.E., its office• 
could not it1Uediately be used until ? March, 1983. 
The first two months were spent in the office ~t tbe INS/?8/002 
project usin~ the desk or the Industrial Engineer of that project 
who was on leaTe 
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The next four aonths vere spent in a hot and ~oisy office which 
had to be shared wit~ other persons due to limited space and 1t 
was quite difficult to concentrate, full7, on ones' work. 

The Industrial Engineer is still operating without a National 
Economist sc that the new industrial poseibilit7 progr&JI and 

management training could not be carried out. 
One candidate has been selected, tested by the Industrial Econo­
mist of the INS/?8/002 project, Mr. W.B.Miller and approved b7 
the Team Leader after an interview with the candidat9. 
However, the procedure was changed by the UNDP office in Jakarta 
and the candidates auat now pe recruited through an advertiseaent 
in the newspaper. 

Findings and Recommendations. 

This mostly deals with the M.I.E. since most of the time was 
spent on the M.I.E. 

The M.I.E. is supposed to serve as a model case. 

The design of the M.I.E. and in particular its c.s.P. should 
1 

have been much more based on the needs of the a.a.entrepreneurs. 
The buildings in which the woodworking entrepreneurs are opera­
ting are too small. One should have-taken into consideration 
that furniture .and raw material are bulky objects. 
No proper storage facilitios were arranged so that raw aaterial, 
half finished and finished products have to be stored in the 
production area. 

Such a situation makes the business run very inefficient from a 
technical point of view e.nd it is also unsa!e. 

The selection of the equipment for the c.s.F. should also have 
been done more carefully and again, ~bould h4ve been much more 
based on the needs of the s.s.i •• 
A big surf ace grinder or a milling machine is certainl7 not the 
first machinery needed b7 the s.a.i •• 
The equipment wa1 manutactured in 1ev1n oo~ntri11 wbioh 11 al.10 
a disadvantage. 
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No proper checking was done when the equipment vas deliTered. 
Machine parts and some instruction manuals are missing. 

No proper supervision by a technical person was carried out du­
ring the installation and trial of the aachineJ7. 

Some machines were not working because of vrong electrical con­
nections, missing parts and damage (already on arriTal??). 
Other machines have been ~ammed during the trial by coapletely 
inexperienced persons. 

a. 

The necessB.J.7 machine tools !or some of the machines were not 
ordered together with the machines, neither were spare parts 
ordered. 

Apart from the day to day technical management, the c.s.F. Mana­
gement manual developed by the Industrial Engineer also deals 
with how to avoid the problems mentioned and the set up of a 
c.s.F. from the beginning, such as the design of plant and machi­
nery lay out, selection o! e~uipment, procedures to be followed 
when receiving the equipaent, installation and trial of equip­
ment, etc., etc •• 

The selection of the M.I.E. entrepreneurs was most probably done 
on the basis of the "viability·of their business". 
Their managerial and technical skills and talents were not-taken 
into consideration. 
Since the authorities wish to have the M.I.E. serve as a model 
case, aggressive and ambitious s.s.entrepreneurs with the neces­
sary talents should have bee~ selected. 
Developing such entrepreneurs can make the M.I.E. a modal case 
and an example to other s.s.entrepreneurs. 

The M.I.E. entrepreneurs were told that after "the7 are developed• 
they should leave the M.I.E. in order to enable other entrepre­
neurs to make use of the M.I.E •• The time given is approximat•­
ly 5 years, depending on the situation and circustances. 
However, it is doubtful whether it was clearl1 defined what is 
meant by "after they are developed", taking tor instance the 
woodworking entrepreneurs who operate mainly with handtools. 
When using th& c.s.F. equipment their produ~tion will iaprove 
both in size and quality. 

l 
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Assuming that their sales will also increase means that their 
income will also increase. 
When the entrepreneurs h~ve reached this stage, it will hope.tul.l~ 
not be considered as "they are deYeloped". 
Requesting the entrepreneur to leave the H.I.E. will then be an 
enormous set back !or them since the unly place they can go is 
their previous workshop. 

Nearly all the previous workshops of the present M.I.E. enttrepre­
neurs are located in residential areas where the use of machinery 
is not allowed because o! the noise. 

It the entrepreneurs want to maintain their production size and 
quality, it means that they have to purchase equipment and pur­
chase or rent another building. 
Therefore, the entrepreneurs should be given sufficient time to 
gradually purchase the necessary equipment and i! required alee 
a building while operating !rom the M.I.E •• 
The equipment can be used in their workshop at the M.I.E. until 
a suitable building is fou~~ 
Purchasing equipment and.~uilding at one time will most probably ., . 
·be too heavy a financial burden. 

The M.I.E. entrepreneurs should be made aware of this and act 
accordingl~. 

A possibility for !utu~e M.I.E.'s _i~ to equip all the workshops 
(with sufficient space) with basic equipment and to enable the 
entrepreneurs to gradually take over ownership and control or 
the equipment. 
Skilled operators should then give on the job training to the 
entrepreneurs and their workers. Training and production can be 
done at the same time. 
Depending on the number of operators, more entrepreneurs and wor­
kers can be trained than when trained at the c.s.F •• 
It will be more ef !icient and meaningful than a training at the 
c.s.F •• Without equipment in their own workshop, the entrepre­
neur will not be able either to practice what they have learned. 

It will not be necessary to equip the c.s.F. with production aach 
inery. 
It might be equipped with repair and maintenance facilties, 
tool sharpening and grinding equipment (a necessity which the 
s.s.entrepreneur can not afford financially), equipment for tool 

I 
I 
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Such a service station can also serve a wider group of a.a.entre­
preneurs and not M.I.E. entrepreneurs only. 
Special production machines might c..lso be considered it it is . 
beyond the financial capabilities o! the entrepreneurs. 
aowever, such equipment should serve a large ~up of entrepre­
neurs and be fully utilised. 

The costs of such a system may be higher but on the other hand 
the chances of achieving the goals with such a system, combined 
with proper selection of entrepreneurs··vill be much greater. 

~he selection and training of tbe c.s.F. operators should also 
have been based on the needs of the c.s.F •• 
Most operators received a two months training in casting inclu­
ding the woodworking operators while the backgrounds of the wood­
working operators are electrical and mechanical. 

For future c.s.F.'s it is highly recommended to select operators 
with relevant backgrounds and to train them well before the 
completion ot the c.s.F. 

Recommended Activities. 

The activities at present are fully concentrated on the M.I.E. 
and its c.s.F. and should be continued since the c.s.F. is not 
fully organised yet. 
One ot the impol!'tant things is the purchase of missing machine 
parts, machine tools and spare parts which can be done after the 
missing manuals are obtained. 

Ylhen receiving additional equipment, ordered through the World 
Bank experts in Jakarta, assistance should be given in checking 
and supervision during installation and trial. 

The World B.e.nk experts will be requested to submit the dimen­
sions of the equipment as soon as it is known to them in order 
to design a proper lay out. A part of the additional equipment 
will be installed in another room adjoining the mechanical and 
woodworking section which is empty at present. 

l 
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Storage facilities should be arranged for spare parts, tools and 
other material in the store room and working area. 
The woodworking operatorp have already started to make soae of 
this equipment as part of their training. 

The training of the c.S.F.supervisor in technical management 
should continue until he is able to manage the c.s.F. himself. 
Until the supervisor is able to operate the c.s.F. himself, a11 
technical activities should be planned and coordinated b7 the 
UNIDO Industrial Engineer. 

The tvo best operators (one mechanical and one voodworki:ag) 
should be selected and ~ecome foreman/storekeeper. 

11. 

As soon as the National Economist joins the Team, the subcontrac­
ting and new industrial possibilities program can be dealt with. 
The most ideal situation would be to involve the M.I.E. entre­
preneurs in these programs. 
Assistance to the M.I.E., c.s.F., new industrial possibilities 
and subcontracting can th~n -~l be carried out from one place. 
If no suitable entrepreneurs at the M.I.E. can be found, others 
·have to be selected and the selection should be done very criti­
cal. Basic skills, aggressiven~ss, ambitions and talents should 
be the most important facto~s in the selection • 
.A:!1y open space at the M.I.E. should be reserved for entrepre­
:c.eurs involved in said programs. 
tegular discussions with the IndustPial Economist of the INS/?~/ 
002 project, as were he11 in the past, will also be very useful 
for the subcontracting and new industrial possibilities program. 
It is therefore important to ~aintain the existing good coopera­
tion and relationship between the two projects. 

As was proposed by the Industrial En~ineer, the National Econo­
mist will train the M.I.E. marketing officer. 
Both the c.s.F.supervisor and the marketing officer should be 
involved in both programs to enable them to continue these pro­
grams a!ter the UNIDO project is phased out. 

Assistance should be given to M.I.E.entrepreneurs in improving 
the production methods in terms of efficiency, quality and reduc­
tion of waste. They should alao be trained i~ a more organised 
way of working. 

l 



12. - l 
Management training ot t~e M.I.E.entrepreneurs is also a necessi­
ty. This can be done, for instance, by regular workshops (record 
keeping, marketing!, etc.) and on the job training by the National 
Economist. Especially marketing workshops should als? be attended 
by the T.P.L.'s troa different Sentras in the provinces. 

The success of the INS/78/078 project depends a great deal on the 
cooperation and eoord.in&tion between the International Experts 
both in the Central and Field Teams. 
Important decisions and/or alterations.in the program should not 
only be discussed by the members of the Central Team but the Field 
Experts should also be involved! 
What applies to one region, does not neces$arily apply to another 
region. 
When targets are set, the situation in the Field should also be 
taken into consideration. 

It is therefore strongly recommended to haTe regular meetings att­
ended by all International Expert.~ of the project, say once per 
three months. 
The difficulties, progress and the situation in the Field can 
be discussed in such meetings ~ud conclusions made. 
Decisions taken, based on those conclusions, will then be more 
meaningful and will also result in a good understanding and wor­
king relationship between the International Experts. 

A.T. Verboom 
Industrial Engineer 
INS/?8/0?8. 

- - - - -
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