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POREWORDS

It is with regret taat I have to withdraw from the
INS/78/078 - Froject at tais stage, and aave to write
this "Terminal Report”.
what was "understood and planned as a two-yesr assignment”,
due to bad health, has to end, so to say in "mid-term”.
However, hopefully, my fairly externsive trip-reports, this
report and my discussiocns with and suggestions to Kenwil/
BIPIK - officers ia the 8 resions covered by this project
have been mecaningful and given some input.

Likewise I have found my discussions with the central
Team in Jakarta end the Industrial Engineers fruitful to
me and I hope this is mutual.

I would like to express my gratitude for towards
Directorate General for 3mall Scale Industry

Mr. Gitosewoyoc and in the first part of my assignment
National Co-ordinator, Dir. 3.B. Tampubolon for always nice
and helpful asttitude.

Since my assignment is 80 abruptly or terminated,
please look upon this report as a preliminary report rather
than a full, comprehencive Terminal Report.

Jakarta, July/august
Ygurs raithfully,
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1o SUMMARY

The major objective for the Industrial Marketing
Expert (IME) has been to assist the officials of
Directorat Jenderal Industri Kecil (DJIK) Bimbingan
dan Pengembangan Industri Kecil (BIPIK) centrally and
regiomally as well as the small scale entrepreneurs to
improve their marketing skills or possibilities by
pin-pointing bottlenecks and recommending/sug:-esting
nev opportunities or improving excisting ones.

In addition, in cooperation with Team Leader and
Industrial Engineers to study (already) excisting
support programmes like "Foster Father Frogramme, Sub-
contracting system, Purchase Reservation Schemes" and
vhen, and if possible, give advise as to improvements
and or new suggestions. Moreover to study general and
specific existing marketing channels for select products
and give suggestions to possible improvements.

Since the IME for different regrettable reasons
has to leave the project in "midterm” almost only surveys
and regional discussions have taken place and the
following must there fore be looked upon just as preliminary
' £indings with some suggestiones to possible solutions.

A marketing workshop/Seminar in basic marketing was
originally planned to be a "road-show” taking place in
all the regions primarily for BIPIK-Officials and Extension
officers, beginning August 1983, but was after the
Govermment reshuffle (March - April 1983) revised by the
National Officials (DJIK-BIFIK) to become a one week
vorkshop in Jakarta aimed at leaders of Promotion Centres
and some DJIK/BIPIK Officials from Head Office.
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A manuscript is enclosed as Appendix I and will
be followed up by Team Leader and IME's Counterpart.
However two "Mini-Workshops" (two-days each) covering
select and problem-products were held for the BIPIK-
Staff in Den Pasar and Ujung Pandang.

In the cooperation with the Industrial Engineers
on-the-spot advise has been given and several product-
ideas and their market opportunities discussed, several
of which have later been or are being followed up.

A preliminary study of the Foster Father - Programme
has been undertaken in cooperation with Team Leader

and several of the Team-members compiled by Team Leader
in "Report No. 15" - with a suggestion to a "General -
Agreement" - between "Foster Father and Children"
(enclosed as Annexure II) which the IM: later have had
translated and sent the IZ's and all the XANWIL/BIPIK
Offices as well as some "Foster Fathers" for comments/
reactions.

The study of distribution channels for small scale
industry's products naturally have to be difficult-and
generalization mnecessary as manifold as the products
are-and as wide-spread and different as the market-
places and/or sales-points necessary are in a country
with 30.000 islands. Even on Java, were some 75% of the
over 150 mill population live, the differences of types
of sales-outlets and differences between, not only urban
and rural area, but also between each region are huge.

It is beyond doubt though, that the non-pribumi
(non-Indonesian) "middlemen” or trader plays and
imperative gnd necessary role in the distribution of
small scale industry's products. (see "Distribution").

co/oo




Suggestions to improvements of the role of the
Promotion Centres in included in this report. Product
and Purchase Reservation Schemes have briefly been
looked into and ad hoc advise given.

The Team Leader is preparing a report on Product
Reservation Scheme and this recort gives a brief note
on the Purchase Reservation Scheme even though it is
far yet implemented.

The Export possibilities of Small-Scale Industry
products have in the IMZ's opinion been given a too
low priority within the project. However a short note
on export is included.
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2. BJECTIVES/WORKP

My original workplan, drawn up on the basis of the
Project Document and initial discussions with Team
Leader and National Project Director, was the following :

1. Conduct market surveys in general, with specific
"gearch" for products from the small scale industry
which have already succeeded in the market and find
"success stories" to be used as examples/promotion.

2. Select (other) products which we think will have
market potential and try to develop specific
marketing strategies for these.

3. Study how "Reservation-Schemes" and "Decrees" to
protect and promote small scale industry Actually
are implemented and pinpoint loop-holes towards the
right authorities (through Project Manager) this
should also include import prohibitions.

4, Study purchase-systems at retail level/find products
that could easily be replaced by local/small scale
production and try to implement examples (Ex :
Potatochips/mops/cooking oils/house-hold-utensils/
laundry-soap, etc).

5. Study the role of the "middlemen" or "traders" in
the distribution system, but only give advise if we
find this would improve matters.

6. Study use of "waste" or lower quality products from
big scale industry and possibilities of using it by
small scale industry preferably, by giving suggestions,
ideas and production advise.

This in close cooperation with the industrial
engineers.
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8.

9.

10.

11.

12.

13.

1.

Study the Foster-Father Programme implementation
and give advise for stronger/better possibilities.
Use "Success-stories" for promotion.

Organize, in cooperation with Training Expert,
Marketing Training-Programmes for extension personnel
and entrepreneurs, either in general-or product
oriented.

In cooperation with Documentation Expert, assemble
market intelligence for the small scale sector, for
him to distribute promotional material for marketing
of specific products.

Try to assist in improvement of distribution.

Consultation and cooperation with other Technical
Assistance Projects and Programmes in oder to assist
or gain knowledge-whether local-or export-oriented.

Keep close contact with the out-posted Engineerial
Experts both with regard to input and assistance.

Try to keep in (close) contact with all types of
gooperative bodies, and study their success, or lack
of same-which should give both input and output for
our Project.

Make Case Studies of specifie products such as Leather,
Textiles-or Metal Industries and pinpoint weaknesses
and strengtns of existing programmes, as well as
design ideas and improved production methods

(through the Industrial Zngineers).

Keep close contact with the i.IE's and try to act as
"problersolvers"” or "contact-persons" who can submit
their problems to the'right" supervisory persons.

o-/'oo




15.

16.

Assist and give advise in Export-matters-whenever
there seems to be a supply/demand potential.

The above implies close contact with the Authorities
(and the Documentation Expert) in order to obtain
the most reliable statistic facts possible.

The order of these points are coincidential and the
order of priority must naturally be discussed Team
Leader as well as Froject lanager.

Jakarta, September 1982

Len. Aavatsmark.

See Chart Overleat.
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2.1. REVISED WOEKPLAN

Even though the above workplan naturally was
based on close cooperation with and assistance from the
Team Leader, the Central Team in Jakarta and the uotpcsted
Industrial Engineers, it was found to be too comprehensive,
especially because the gctual close cooperation with the
Engineers in practice proved to be difficult either
because they were not yet assigned (Bandung, Yogyakarta,
Ujung Pandang and initially Jakarta) or because of the
IE's or IME's limited travel opportunities and meeting
possibilities.

In spite of this the IM:z has had cooperation with
Team Leader and Mr. Marklund, Semarang and later on
Mr. Ursberg, Surabaya and hopefully all parts have had
benefit of this in the from of respective general and
specific information.

The same goes the National Coordinator/Director,
Mr. S.B. Tampubolon, and in the last part of the IME's
assignment, Mr. Eidsvig, Jakarta.
Based on a Tripartite Review }Meeting in January 19€3, the
Team Leader drew up the following main targets/objectives
(workplan) for the IME :

. Studies on existing marketing channels, problems of
marketing, etc.

e Study of Furchase Reservation Scheme and methods to
enchance its utility.

3. Study of Foster-Father Schemes, organise 25 New
Programmes.

4%, Help to set-up 2 Sub-contract Exchanges.

Same as above.




5. 5.1. Any other work :
Help to Promote the larketing of Promotion Centres.

5.2. Consultation when called upen.

It should be added here that the pew (after the
Government reschuffle) officials in charge, DJIK/BIPIK
have asked for comments on and stressed the importance of

suggestions to improvements in the 'geperal operation' of
the BIPIK Promotion Centres.




3. ENERAL FIXDINGS

As the general situation, definitions, comparisons,
categorizations and general economic importance of the
small scale industry of Indonesia, as well as the
general set up of both Department of Industry and BIPIK
both nationally and regionally, have been dealt with

DEPTH, also compared with development in other countries,
in : "Interim Leport on the Development of Small Scale

Industry ip Indonesig-Report No. 3 July 1983" by
Lead K. Vepa, I find it unnecessary to

elaborate further on this in this report.
However as a short 'backgrounder' let me give a short
summary $

The latest statistical data as processed by The
Directorate General of Small Industry, Kinistry of
Industry of Indonesia, shows that there were 1 554 871
units of small scale industries in Indonesia in 1982,
some 78 per cent of them located in Java, while the rest
are located in the other islands with some 9 per cent in
Sumatra, 5 per cent in Sulawesi, 3 per cent in Kalimantan
and 5 per cent in other islands.

Accordingly, the small industry sector absorbed a total
employment of approx 4 423 800 people, dispersing 78 per
cent in Sumatra, 3.5 per cent in 3Sulawesi, 2.6 per cent
in Kalimantan and 5.6 per cent in other areas, arain
according to LJIK.

In terms of growth rates, however, the contribution
of small industry to the national economy is still very
low. The total manufacturing growth attained during the
period 1974 - 1978 averaced 12 per cent annually.
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But the growth rate of small industry and
handicrafts are only around 5 per cent per annum,
while other sectors are exceeding this figure, i.e. light
industry grew by 10-14 per cent per annum, textiles by
15 per cent, chemical industries by 26 per cent, metal
industry by 17-18 per cent.

The latest data revealed that, during the period
1970 - 1981, the growth rate of the industrial sector
was 14.4 per cent, while the growth rate of the whole
Indonesian economy in 1981 was 7.6 per cent annually.

In the Second Five Year Development Flan 1974/75-
1979/19€0, the Government decided to put more emphasis
on the promotion of cottage or traditiomal industries/

artisan activities and modern small-scale industries.

It was recognized that small industries plav an
important role in the industrializaticn proe-
A programme aimed at tne creation and expail L
cottage industries and small manufacturing w. ts, both
in urban centres and rural areas, was required to
direct industrialization to less developed areas based
on the utilization of locally available resources.
This would also create more employment opportunities
(both for male and female workers) at relatively low
capital costs. Such a program would benefit the relatively
weaker sectors of the community in the less developed
areas and thereby gererate a more equal distribution of
economic benefits among the various population groups
and different areas of the country.

/
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The project, i.e. Project for Promotion and
Development of Small Industry (BIPIK Project) set up four
major targets ¢

1. Bducation and Training

2, Extension Services (Field Assistance-
nTpLtsh)

3. Technical Assistance in the field of
technology, provision of simple machineries
and tools, and managerial training.

4. Marketing Promotion and Information.

Types of Agsist u 5 to be ovided to cale
ent ri .

In its effort to render more efficient assistance
to the development of small enterprises, the Government
in 1979 set up a special Directorate General under the
:inistry of Industry - the Directorate General for Small
Industry (DJIK).

The DJIK has the objective to assist in matters
concerning the probleis of small scale industry.
BIPIK has since been one of the projects within DJIK.

Since the establishment of the DJIK, more emphasis
have been put on promoting the development of small
scale industry. Better Coordination of different agencies
providing assistance to small incdustries was established
througn DJIK. Regulations to provide special incentives
for small industry (such as reservation schemes, financial
assistance schemes and procurement schemes) were being
stipulated by the government.

In the field of market promotion, DJIK/BIPIK is
supposed to give assistance to small scale industry
through several:activities.

o o/ @0
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In product development, BEIFIK has planned a special
section/or Product Development and Design centre to try
to provide quidance for small entrepreneurse.

BIFIK has also set up 14 Market Promotion Centres where
the small scale industry/entrepreneurs can disrlay their
productc without rental charces.

The promotion centres are situated in provincial
capitals like Denpasar (Bali), Surabaya (East Java),
Semarang, (Central Java), the capital city of Jakarta,
Padang (West Sumatra), Bandung (West Java), Medan (North
Sumatra), Banda iceh (Aceh), as well as in distriect
capitals such as urakarta, Magelang, Pekalongan,
Pematang ciantar, etc.

A program of exhibitions on the district, provincial
and national level, as well as international level in
wnich small entrepreneurs are invited to participate free
of charge or at minimum cost has also been launched,
through coordinated operations among agencies such as
FAFZD (National Agency for Export Development), Directorate
General of Cooperatives, Directorate General for oomestic
Trade, virectorate General for Tourism.

Foster Fatiier Gchemes ("Bapak angkat") and Sub-
contracting schemes have been launched in order try to
bridge the gap between the large scale industry and the
smaller/weaker groups of enterprises.

Favourable conditions to the small scale entrepreneurs
are also attempted obtained through Product Feservation
Schemes and Purchase Feservation Schemes. So far the
initial objectives/targets for JJIK/BIPIK in the
marketing field. In the following paragraphs I would like
to give some comments.

l!/..




Y, E 1] PROGRAMMES & SUB-CONT G

An important aspect of marketing for the SSE is
the sale of intermediate goods ard products to other
larger companies making finished products for domestic
consumption or export i.e. sub-contracting.

In this respect various types and agreements exist.

In Indonesia a special Programme has been launched -
The Foster Father Programme in which larger firms -
Governmental or private - are APPOINTED Foster Father to
a certain cluster or number of small scale units.
Through visits it has been found that all too often what
it boils down to is : "supply of raw materials™ on more
or less favourable conditions.

Cxamples : Semarang Yakmur, Semarang (Metal)
P.T. HAKA, Surabaya (Leather)
Cipta Niaga (GVT Trading Kouse), (Yarn/
Medan Textiles)

All with little or no (commercial) advantage to
neither part "Father or Children".
I am convinced that this is due to lack of incentives
since the Foster Father Programme is built on an
"idealistic' basis and should contain such important
elements as training and general ascistance to the S:E
and last but by no means least, assistance in marketing
either by buying the semi-finished goods, or, parts, or
by actually marketing/selling the finished goods (at
least a substantial part of them) for the SSE.

The Programme which is excellent theory relies
therefore too much on the good-will on both parts.

Specific gopntractual obligations must be drawn up in
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each case and written AGREEMENTS countersigned by
BIPIK/Kanwil for these to act as Arbitrary officials
in case of dispute over late delivery, inadequate
quality, delayed payment etc. All this has been gdealt
with at length in Team leaders excellent Report No. 19,
nyhere several examples are mentioned after input from
Ursberg, larklund, himself and me.

A model "contract" or "Agreement", which naturally
would have to be adapted to each case, has been drawn up
(appendix II).

It has been translated and sent out to IE's, Kanwil/
BIPIK offices and some Foster Father companies for a
general "Hearing' or comments.

Whithout 'stict rules' a programme such as "Foster
Father" by nature will be weak due to its non-commercial-
non-or-low profit (idealistie) character.

It might be of interst to look into the possibilities
of divinding the programme into different categories like
Foster Father Programme A,B,C according to the obligations/
conmitments of the "PARENT" company. lngeptives would
also in my opinion be g _pecesgity for a successful and
more rapid implementation of the programme.

Govermment or Department of lndustry should also
seriously consider to impose commitments from campanies/
ventures being established when issuing licences wvhenever
applicable.

These could be made to commit themselves to take
on a certain number of S3E's as Sub-contractors and/

c-/oa




or take responsibility for training a certain number

of SSE's and supply these with necessary equipment.

Where "the Father" takes on responsibilities at
a larger scale some sort of periodical tax - reductions,
subsidies or the like should be implemented.
In addition publizised awards should be given for general

In other cases it is essential that BIPIK/Kanwil
(M.1I.E) steps in with parts of training, some maschinery
and last but not least guality control. The latter recently
took place when Kerta Niaga (GVT Trading House) through
BIPIK/MIE Bandung finished an order for 5000 pairs of
shoes for the central procurement office of the ABRI
(army/police/navy/airforce) to a cluster of SSE's of shoe
manufacturers in the area, with good hope of repeat orders.
Examples like this are encouraging, and should be
publicized widely especially to GVT - Trading Houses and
bulk buyers.

Another interesting example of sub-contracting, which
easily could be replicated, was found in Medan (reported
to BIPIK/DJIK Jakarta in trip report) where a few women
had set up a company (with training), farming out embroidery
and crosstitchin:g (table-cloths/bed-covers/sandals/bags/
wall-decorations etc. to some 1.400 wifes of becak-driver's
(3 wheel bicyecle for passanger) wifes, providing them
with cloth and yarn..

It was impressive to see their products as well as
their record-keeping of each of the women employed, with
pictures and scores for good or bad work on each and one
of them.

The company was operated from a bungalow and in
addition to sales agents in Jakarta and Bandung, they

../..
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could also boast exports following participantion in a
couple of foreign fairs through NAF:ED (National Agency
for Zxport Development).

Kubota Motor, JSemarang, is another success story
where small parts-of diesel engines are produced by a
number of small scale entrepreneurs.

As a whole the Programme is excellent and more
examples of actual implementation to mutual benefit could
be mentioned (see Appendix III) but all too often the
lack of incentives and a 'contractual' agreements are
absent - and the remainder of the Frogramne becomes :
some 'delivery' of raw materials which f.inst. can be
scrap. metal which the S.E has to collect himself.
Example : PT. AKMUR, Semarang.

It should be recognized, however, that the Foster
Father Programme is still its initial stages and that
some "firming Up" and some actual incentives would
certainly speed up implementation as well as broaden it.

Furtner examples of identified products with market/
demand/production potential are enclosed in Appendix III
with sub-annrexures.
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5. COOPERATIVES

The forming of cooperatives amongst SSE's seems
logical and has had kigh priority and been strongly adv
advocated in Government policies.

However, outside the rural/agricultural field one

rarely finds actually operating cooperatives in our
compreherision of an actual Cooperative.
All too often the so-called Cooperatives "in operation"
is limited to comrmon raw material buying/facilities and
even then with so weak ties that each member very often
can buy better/cheaper raw materials on his own.

This I believe derives from the very nature of the
Indonesian c¢haracter, which in this sense is very
individualistic and family-oriented as well as a deep-
rooted resistance because of previous bad experiences
with the cooperative movement attemted established just
after the revolution with disasterous results insomuch
as they all '"folded' because of inadequate experience,
lack of trust, fraud etc.

Therefore it has been experienced that the mere
'word' - 'Cooperative' has a bad image in the thoughts
of the indigenous industrial entrepreneur, mainly for
fear of being embezzeled in one way or arother.

However, 'Joint Bodies' and or 'Assosiations' with
minor economical commitments are more readily accepted,
and hopefully the establishement of lMini-Industrial
Estates with their Common Service racilities (C.S.F's)
like machines training, etc, together with the Market
Promotion lentres, will initiate the feeling and
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understanding for the Unity is Strength", which
presently is absent on the grass-root level.

5.1 GIZNERAL BACKGEROUND ON COCPSRATIVES AND ASSOCIATION

The form of strengthening by grouping is
insufficiently developed in newly industrialized
countries, while in the industrialized countries there
are a consideratle number of examples wiere the parties
involved experience mary benefits.

It cannot be denied that small-scale industries .
have certain disadvantages comrared with large-scale
industries caused by their smallness. Size in itself is
a limiting factor in some aspects of industrial
managenent. The most obvious example in ti:iis respect is
the meagre bargaining strength of a small-scale enter-
prise in the money, materials and latour markets.
Another well-known exanmple is in the field of competition
between a small and a big company in which the latter
makes use of extensive advertising which the smaller
firm carnot afford.

A logical step in overcoming the disadvantages of
swallness is cooperation or association of small-scale
firms to build a stronger foundation for achieving
successe.

- Forms i

The forms of inter-firm relations are manifold.
They range from loose ties with occasional interchanges
of experience via associations and co-operatives to
fusions in which the partners merge into a bigger unit.

‘ oo/oo i




20

Except for the latter, all forus are such that
the individual partner is still his own master. Most
cooperation ard association of small-scale industries
concern firms in one region, which assures good contacts
between the partners. Branch associations may, however,
cover firms scattered over a large area. Association of
firms of different branches of industry aims at a bigger
assortment of products which are offered to customers.

- Sectors

The sectors in which we find cooperation of small
industries are, in general, the following 3 Production
means (e.g. expensive machines, subcontracting, to each
other); managerent policies (e.z. pcnetrating a new
market, no ‘cut-throat' competition, specialization
among partners in tuse same branch of industry); common
department, facilities or service (e.g. display or
exnibition, survey or advertising in the marketing
function, research and development in the production
function, purchasing, engaging outside consultancy).

- Advantages

Less cost or higher volume;

Bigger batches;

More capacity (acceptance of bigger orders);

Less waste (less duplication of activities);

Better methods as a result of research or

specialization;

0 Shorter delivery times if operations can be done
in parallel by partners;

O Better bargaining position in markets, e.g. export,

or with governmental agencies;

O O O O O

G standardization (e.g. in ad..inisiration);

0 Pooling of resources as a result of combining
(e.g. for investment),




- Disadvantage

In fact, there is only one disadvantage of cooperation
or association, and that is, the individual partner is
less independent. As most entrepreneurs/managers of small-
scale industries are individualists who strive for
independence, this constitutes the main obstacle for
grouping and pooling. This obstacle is felt in starting
the contact as well as in deciding on and carrying out
agreements. As long as the individual member looks at his
benefits instead or those of the group, the cooperation
is docmed. The most important factor for success is the
attitude and willingness of entrepreneurs/managers to work
towards com mn goals.

- How

Studies of failure and success of cooperation between
sualle-scale enterprises revealed the foliowing hints :

O Start with inforhal contacts, organize regular
meetings for a consideratle period (for instance,
a year) and aim only at excnange of ideas and
experiences. In this way, trust among the members
will grow and the result will be an insight in.o
common proulems and possibilities of cooperation;

O Have patience and do not panic if the group becomes
smaller;

0 GStart small,meaning, not too many members as well as
a trial co:peration in one field of management only;

O Do not believe that size of firm in itself is an
obstacle for cooperation;

0 Kknow that, after a good start, it 1is relatively
easy to develop thie cooperaticn among more members
and/or in more fields.
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6. DISTRIBUTION CEANNZLS

To try to draw up geperal djstribution chapnel
charts for the Small Scale Industry would be futile
insomuch as they are for too manifold both with regard
to type of products as well as customers - consumers.

The Priburmi Small Scale Entrepreneurs, (SSE),
however, are almost always product-oriented, be it
capital (durable) goods, industrial parts products or
consumer goods and have little or no (possibility of
obtaining market info) apprehension of real information
on market demands, even in his local market.

He is thus almost entirely dependart on "middle-men",
or "agents" who's importance can easily be recognized;
their trading capabilities tradionally taking care of
what we in modern terms call : Harket Fesearch (demand),
supply of raw materials, product development, supply of
minimum "working capital" as well as physical
distribution to customers.

And these "middle-men" or traders do not pass on
their market information - it is their main asset,
besides capital.

Even though the GVT (DJIK+BIPIK) has set up facilities

with advantegous facilities such as loans through: "Soft"

Small Scale Investment Credit ¢ K.I.K. Bank loan
Permanent Working Capital ¢ KWK P, facilities
for SSIT.

and
Trade Promotion Centres (14)
Foster Father Programmes
Sub=-contracting rrogrammes (Sec
Purchase Reservation Schermes below)

Product Reservation Schemes
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these have by far reached effective implementation yet;
leaving the "middle-man-type" of distribution the
prevailing one.

Recognizing that the "middlemen" are palying an
important role within the marketing and distribution
systems for the SSE and actually act as a market
research~body, it must, by the same token be realized
that their trading (economical) margins all too often
tend to be of such character that they actually utilize
and exploit the SSE to the degree that a large number
are "owned" (bought) by non-indigenous traders/
entrepreneurs.

It seems like this type of "order-making-production”
-at low-if-any-profit, can only be overcome by the forming
of assosiations, cooperatives, sales assosiations or
"Joint-bodies"” that would strengthen their possibilities
of obtaining bank credits, cheaper, better supply of
raw-materials as well as enable them to engage themselves
in at least some basic marketing activities like market
investigations, product development and actual sales
efforts towards potential customers.

There are encouraging examples of the above within
the Foster Father and Sub-contracting Schemes even if
these ,rogrammes are still in their initial stages and
need further and gtrickter "rules" of implementation.

However one should be careful to "disturd" deeprooted
traditions too much. It is a irdisputable fact that the
indigenous Indonesians in general and by tradition is
"agro-oriented" or, if an industrial entrepreneur,
rroduct oriented at the Small Scale Industry level.

|
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It is just as indisputable that people of Chinese and
indian origin (all over the world) are recognized as

good businessmen or traders and must be recognized as
an asset in the distribution system.

Hampering trade naturally there are substantial
examples of excellent indigenous traders and the younger
indigenous generation will no doubt develop and be
educated towards this goal.

If we were to try to exemplify a general distribution
system, bearing in mind that there are no "all-covering"

or ‘'recipe-solution” to the "middle-man-problem" nor for
distribution, a draft chart could look like this :
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The importance of forming of "Joint-Bodies"
(co-operatives or assosiations) or even loose sales/
marketing organisations cannot be stressed strong
enough, be it within Foster Father- Sub-contracting-
Schemes, an output of KIE's with common service
facilities (C5F's) or just emerging from natural
cluster of SSE's.

In any of above mentioned "models" of co-operation

the necessity of gcommop sgles-offensives and market-
oriented product development must be recognized as just

as important as production itself. Days are over whken
one could wait for the customer to knock on the door
wanting to buy.

The dessemination of apprehension of the importance of

production for demand is therefore imperative to the

SSE's survival.

In this context I think BIPIK's Fromotion Centres
(and TPL's-"Extension Officers") will have to play a

very important role, not like today when they are merely
functioning as (badly visited) exnibitions of samples
from SSE's (see below).

Another way of strengthening the Trade Channels of
the SSE is by strengthening indigeneous whole-salers,
retailors and retail-chain outlets primarily buying/
selling and promoting locally produced merchandize
(Sarinah/Sarinah Jaya, Suzana in Pulo ilas, and the newly
opened Sari Jhopping Plaza which boasts 90 of goods
sold to be domestically made). The following chart
exemplifies how they could operate through their own
"Buying Agents" : ?
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Indonesia, with its geografically spread out market of
more than 150 mill people with an average income of
more than $500,- is a huge market. Although some 75%
of the population is situated on Java the overall and
general consumption tends to be local/regional due to
relatively weak infrastructure.

This should prové both an advantage and a disadvantage
to the SSE's.

The advantage should be stimulation of local/

regional entreprepeursnip to produce goods for the
community provided they are being made aware of the

local demand.

The disadvantage naturally would be the lack of
information on demand from a wider market.

This calls for a progressive policy crcviding the 335's

oy
(o)}

with a better market jinformgtion system (infra-structure)

which could be provided through the governmentally

assisted development of progressive retailors as well as

upgrading and extending the scope of Promotion Centres

(display-rooms-and emphorias) to include two-wav gupply
and demand ipformation and act as a Irade Exchanze House

or mediator, also for Sub-contracting.




7 BIPIK PRO:ICTION CENTRES

BIPIK Promotion Centres should and could play a
much more important role as a distributiopn channels and
mgrketing tool for the SSE than they do today.
Unfortunately almost all 14+ (maybe with the exceptance
of Yogya) thay are just static exhibitions of some of the
SSE products'that are being made in the area.

Voreover the following characteristics usually would
be found @

1. They are often "remotely" located to (trade) b
business centres. They are badly "signed" and
difficult to find.

2. They have little or no contact with businessuzen,
traders or other potential customers and there-
fore extremely poorely visited. They are badly
promoted/advertized (but mentioned on TVRI when
high-ranking officials a seldom time visits).

3. They are not commercially oriented (at all) and
non-trained staff can give minimal information.

4. They have little or no contact with tie SSZ's
themselves - the itemis have just been collected
or bought and "put on a shelf ". The items exhibited
are often absolete or out of production. Brochure
material/leaflets are of bad quality and give
little or inadequate information to potential
buyers.

5, There are no-up-to-date regource lists.

6. Information on price and resource do not exist
or are inadenuate.



28

7. Some centres badly need painting and even
washing.

8. There is little or no contact with large-scale-
industry or chain stores. (for bulk-buying,
sub-contracting).

9. No or little advertisement or other promotions
are taking place (except on special occations)
not towards potential customers nor the SSE's.

~ry

10. Their commercial value for the 3538's is there-
fore eclose to Zero.

What can be done for Promotion Centregs ?

Being aware of limited resources it is understand-
able that the best locations, best and most erfective
staff ete can be difficult to obtain.

But also being aware of the fact that this should be

the Smll Scale Industries "Fagce towards any market”
no efforts should be left un-attempted to mgke them

what they are called : Fromotion Centres of Small
Scale Industry products and Handicrafts.

They should become Promotion, Information and
Actiyity Centres.
Since they are "Non-commercial" in comparison with

"Sales Emporeums' why not turn them "commercial" through
link-ups as mediatorgs with ¢

1. Trading Houses (GVT or private)

2. Chein stores/wholesalers

3. Cooperatives or other joint bodies among
entrepreneurs like organizations

L4, Merchant organizations

5. Making them Exchange "Bourses" between SSI and LST.
(Sub-contracting). Up to date resource Jigts

/
8/ a0




7.

10.

11.

12.

13.

1.
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Information Centres for SSE's for design & product
ideas, scetches, possibilities of cooperative
recruiting, market information centres helping
entrepreneurs to discover new product possibilities,
nev markets and distribution channels

More effective PR-work towards the SSE's themselves
(through TPL's)

Supply them with enough funds or credit facilities
to buy up some stock-naturally after certain
criterias-for further active "gffers" to above
mentioned "bulk-buyers" (gamples)

"Forces" distributions of professionally made
brochures stressing the above points to business
assoeciations (KADIN), wholesalers, big retailors,
Hotels, etc.

Close co-operation with the LIK's which often have
the disadvantage of being even further away from
the active market place and have no showroom there
Act as gediators or active '"sales offices" towards
procurement offices for bulk buyers like ABRI,
local GVT offices, PLN, local hospitals, schools, etc.
zxchange of resource lists by products with names
and addresses, cooperatives, joint-operations, etec
between the different regional Promotion offices
Joint National Exhibitions 2 = 4 times a year

Even closer cooperation with NAFED for foreign
Exhibitions/exports

A peruanent Natiopal Promotion Centre should be
arranged centrally in Jakarta concentrating on
Small Scale Incustry products.

This would have to be professionally operated and
could very well be coordinated with a Toursm Centre.
At least a wing of this National Fromotion Centre
should be given adequatn facilities at the MW
CENGKAFENG AIRPOIT, due to open in 85/86.
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All this would naturally take over several of the
functions of the BIPIK offices (Staff) as such, but it
would anyway be an advantage if BIPIK offices and
Fromotion Centres are located at the same premices.
(which they are at several places).

At any rate it is recommended to modernize and
activate the Fromotion Centres to become "}INI TIADS
CENTRiS"with at least one progressive, experienced
BIPIK official as leader. If located at different places
easy communication (telephone) between the Fromotion
Centre and BIPIK Head Office for speedy references
would be imperative.

The I'romotion Centres (MINI TRADEZ CZINTRZS) should
be developed into the natural MEETING FLACE between the
Small Scale Industry and the MARKET gs such with
up-to-date exhibition and information of the regions
Small Scale Industry's Products.

The above should be promoted strongly (brochures,
leaflets, advertisements, through TiL's etc) both towards
the SSE's themselves as well as the "traders”" and the
market in general. A chart of how the Fromotion Centres
cculd be more effective could look as follows :

(In this context I would like to draw attention to a
UXIDO description of Industrial Marketing Cemtres -
see appendix V)




7,4 HIEI IY USTRIAL ESTA S

The Mini-Industrial-Estates will not doubt be
covered by the reports of each of the Industrial
; Engineers in each region as well as the Team Leaders.
From a marketing peint of view though, I would like to
make scme points @

1. Cost ccnsideration of transport of workers to
and frcm the Estates.

2. Cost consideration of trarsport of raw-materials
as well as finished goods (they are in most cases
located far from the market-place ard one can
hardly expect the customers to go there except in
specific cases).

3. Produce for deigid - also in the 'IZ's.
It's important that the entrepreneurs already
when ertering the ¥IzZ's, through training - learn
to adapt to mgrket ae.grnd and prices.

L+, Close contact with Promotion Centres, not only
exhibition s-ace at tne i.1.Z.

5. The lM.I.Z.'s should form excellent Sub-contractors
as Contractors (or Parent Company in the Foster
Father Programme) would be atle to give exact,
detailed information on requi:ements and
entrepreneurs with the right machinery and training
in the C.7.3. (Common Service Facility) should
learn how to mect requirements.

6. BIFPIk/should furnish iiIs's with new product ideas
tnrough general marlet research and samples.
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8., RESERVATIOK SCEEIES

The Froduct Reservation Scheme which reserves an

extensive list of products (suited for) in all categories
for 3SI will be dealt with by Team Leader Dr. Vepa in a
separate Feport. -

The Purchase Reservation Scheme which was launched

in 78 initially in order to promote domestically made
products vs. imported goods.
(Precidental Degree No. 14, 14A and 18).

The Scheme, giming at reserving some domestically
made products in GVT - agencies procurements etc. was no
doubt in the best of Inteitions.

However, it must be said that so far it has been a
fiasco. The good intentions of promoting domestically
made products is naturally in itself a good one, but

without a clear-cut copcept of which gpecific articles

it is all about, it is more or less use-less.

Thus Indonesian made Coca-cola, Lux soap (Unilever)
etc. would benefit from the Scheme and even though these
multinational comparies gererates large job opportunities
there should be no doubt where a sustantial part of the
profit goes.

The above was pointed out by the leader of the

esid ume iati in a highly critical
article in Kompas (Indonesia's largest daily news-pajer)
as late as 15th Juni 1983. The article also raised the
question of the benefits for the SSI.
To my knowledge the article has yet to be answered
(July/Asugust C3).




~he main advantages then with this Scheme/Decree
is that Governmmental purcihasing on National, and,
especially on local/regional levels ghould give
preference to locally based firms even if there is a
reneral tender. Naturally these (or limited tenders)
will benefit local industry but not necessarily (not
likely) SSI.

The only reservations stipulated are that the
firr/conpany selling, should have more than 50, of
the stock on indigenous hands/or trat more than 50% of
the employees are Indonesians.

1f tne Decree/scheme is supposed to benefit 35SI
= review is certainly called for.
Tt wotld be an advantage if the GVI-procurement offices
at different levels establisned a minor nSSl-procurement-
departuent” with one or two persons supervising and
attendir, the interests of the oSmall Scale Industry.

1n this connection it would be desirable for the
nrovinelal GVT procurement offices (together with the
special derartuert for SSI) to eritically review which
type of articles/product and require.ents that can be
met by local SSi's. Chairs and desks for schools,
school uniforms, towels of all types, .shirys, waste-
paper-vaskets, paper pads,brooms, washing-cloths, etc.
could easily be reserved for small scale industry-vide
Product Deservation 3cheme which in ti.is connection
should be scrutinized - both providing marketing channels
for locally made goods as well as ideas for entrepreneurs
for diversification and/or opportunities for
establishiing new 55 companies.

.o/’.o




In fact, the Product Reservation Scheme with its
1isted items easily should and could be the 'hible'
for the procurement offices and tne PPIK's (Regional
Small Scale Development Centres) BIFIK's and their TPL's
(Extension officers) in their contact with local
entrevreneurs. This could also form an "order-basis” for
a local !'ini-Indastrial-ZIstate. Specifications and even
woriing manuals could Le worked out or samples given to
the entrepreneurs generating pricde in using locally made
products. This is naturally also the case for decorative
items by artisans, like wood-carving, painting etc.

whether all the items in the Product-Reservations
1ist automatically should be inclucea in the Purchase
Reservation list is a practical question, but it should
certainly be a gquide and/or considered more closely.

The above, - the forming of a "Special Department”
for the benefit of, and concentration on Small Scale
Industry - should also be formed within each of the
major state owned Trading Bouses (Cipia liaga, Kerta
lliaga, Fanca liiaga) thus opening up for new and bigger
(Vational) markets of specific articles, but this
relates more to the rroduct Reservation Scheme, which,
as mentioned, is decided to be harcled in a special
Repcrt by Team Leader. However - I would like to stress
that these two Schemes should work hand-in-hand.




°. MARKETING WOEKSHOPS

As mentioned in the ‘'Summary' a 'Marketing Workshop!
with general & specific training in basic marketing
orginally was planned as a 'road-show' to take place in
each of the 8 regions covered by the project.

The target group was to be Kanwil/BIPIK Staff
including some of their TPL's (Extension Officers); and
problem areas and products specific for each region was
to be discussed.

After the reschuffle of the GVT following new
national co-ordinagtors (project-co-ordinator and chief
of BIPIK) the above plan for economic and other reasons
was reduced to a 1 week 'Basic Marketing Workshop' aimed
at 2-3 of chiefs of BIPIK Market Promotion Centres from
each of the regions and some of the main BIPIK/DJIK
Staff in Jakarta (totalling 25-30).

This was to take place in Jakarta following the
fasting month i.e. August 83. Unfortunately, I am
leaving the project before this and will therefore not
be able to perform the workshop myself, which was the
initial intention.

The basic concept/manual for t.e aiove workshop is
left Team Leader and my Counterpart, Mr. Usman for their
perusal.

Initial time-schedules etcy have already been discussed
with EIPIK - officers and 4 draft manual handed cver.

However, due to the fact that my Counterpart
lately has "been ordered" to work with other projects,

e/ o0







10 EXPFPORT
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30 even 1if tane 3VT nnve reioved some "obstructive
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mhe 3Jeneral 3ysterz of Preferences (G3F) within the
3,07 - 3ystem is another advantage for the 351 wnich in
ry opinion is insufficiently known. Throusgh the

International 53 - System handicrafts are supposed to

1)

o

ter importing countries free of duties, quotas =znd

O

tner trade barriers.

This is especially iatercstinz to tae J5° si
zany of their products zrs hand-made (batik, r=tten,
wooden 1zndierafts, cerazics, etc). Governzental
offices snould be made more aware of this and 1in my
2in4 z specigl "iandicraft Zxport Terifyiag 3oday”
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M, Haw J1 02 s T 5

Ls handicrafts and artisan worxks/products
traditionslly =zre deeprooted in Indcnesia and recrecent
a substartizl labour intensive sector within the cottage/
szall scale incustry it is 2 question whether =z ‘'specizl
branch' ¢f the BIFIE should be devoted to handicralts
alose. In studies of Iadonesian aandicrefts (woed
carvinzs (from 231i) - geruine hand 'psinted' batiks,
peintinzz, etc) the difficulties in markeiing their
nroducts azs been a growing problex.

In a preliminary study of 3ali hendicrafts carried
out by IZ, Ursberg, Lurabaya he points out some of the
problems which heve leai to = decresse of Jjob-
o.portuaities tasre. ioticing thz noundance c¢f erticcn
(shone) products tarouchaout Indenesia, but especislly in
3ali, further elforts should be m=zde in tn2 naristing
field. 2ais was covered in trip-reports both by
'r. Ursiers rcnd nyself, as well s faroucsa cur "Mini-

worz-shop!" there, Fart of the decrease of sazales of TUnis
Fad
-

type of ortisan products naturally is due tc *tne gererel
world r:cession, decrersing export =2nd nunoer of touriste,

d
mt thero sre otaner important factors pointed out to
317110 - offizials 2s well as seversl visited -~rtisqonc,

00, n23ve to learn to produce to denacd. Tuere nre

1imits to waet o L.rret can abcoro of the artistice=lly

[

.

N . v . . R . , e L 1
wood~crved, 'Jorudaeszslet and ctaer conmon troditisucl

sculptur=s,

The susgr:shted 'Ipecial landierei’t 2ranch' of tnc

2150 snould thrsusa [Lid's mrke the L5 awsre

(@]
b
Y
)
¢

mariket nobentinsl for taore practical/functional itzzs/
nroducis - 1like s2lzd bowls, oraneantel tiles fcor

decore=tive purposes, n-7 iin rin-,, wocden Rkitcnen utenzils

S .; - b ‘:- - el 4 - i’ L P o P - R R JA Rt s T
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monocultural products efforts should be made among young
and future-minded entrepreneurs to diversify and produce
more functional products.

Educative "wooden puzzels" of f. inst a map of
Indonesia; targetted at schools should/could be an
enouriious :mnarket for the woodcraft entrepreneur.
This as a short note on woodcrafts.

BRranding

1t has been found that handicrafts zre alzost never
'marked' or 'branded' and it 1is suzgested that BIVIX
institutes a special "trzde-nark" (or 'seal' for tautiles
basketry) like f, inst. :

//
/
’ \
/ Cfficial © Cfficiel (fficial
Zerzntee Jarcntee narsr oo

rad
ool

which should be buraed into, painted o to or eagraved
into handicraft articles. In tne case of 3ntix it could
be 'painted' izto tne elge of tue lacric.

.t precent even cerciuics have no Tidepntit." = mops

and could tnerefore anve oeen mzde anywhere, The sane
goes for batixs, silverware, wooden =n.! tone sculptur:s,
etc., Tais would cert=zinly oe an =Zive-taze bota in

ve
tourist - g=les s well =23 in exrort,
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*urther suggestions to assist in rarketing of
aatdicrafts have been 2ade and includes :

a) Joint Bcdies/sales wentures like specific or
joint n~tional sales/exhibitions in Jaxarta.
(have proved successful so far).

o) Better (alwost non-existant except for the fa=mcus
artisancs) mors professionally m#zcde brochures and
leaflets could be macde on 2 Joint basis with
R1-1K's 1ssistance.

13. Anple distribution must be secured.

¢) Zmbassies (through kit wd) aoroed could/should
promote Indonesian landicrafts in a more Agrresive
manner. several collections of artisan products
could be staged and sent to Zmbassies abroad (with
sufficient back-ground information) and these
could invite art-dealers and potential buyers to a
‘reception' exhibiting, batiks, ikats, wooden
sculptures, other woodcrafts (Toraja) bamboc works,
basketry, rattan, etc. Cn a rotating basis.
Important in this context is to have a subtantizl
and extensive Resouce -~ list and at least giving
approx. *.C.8. prices fror en*repreneurs with
quantitative and quélitative abilities,

(see appendix VI).

is an exaunle of scme of the above 1 would lize to
mention a cozpany im Juradaya (Frs. .'rihadie) that had
developed into a thriving handicraft export dusiness
tarouzh at 2 = 3 Poreisn Trade “aire (witn the azsistance
of welow/3liin), Tae lady runninr tae coaczeny had
initinlly exninrited, tr=ditional oranamental wood=-crafts
collected from ner own workshop. (5=5 wocodcraftsmen).

o0, o
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Upon request from potential customers for more ‘'practical’
items like ornamental doors, door-decorations, window-
frace decorations, wooden napkin (klenex) box-holders,
wooden clock-boxes (knock-down), bed- "ends"/posts,

parer pad % pencil nolders etc, all with ornamental

-~

more or less custon-u~de, after drawin-s
9 B
-~2stlicns fror. her mein customers wiom she now

e compar; now has 4 sub-contractors f{wood-hundicrul!
entrecreneurs) who, after traicing at the comnznr, hava

p=come her mzin suppliers. lose contact witii the customerc
and musurl trust ans drough zdbout substzntial susiness
additional ;roducts lik: basketry, textiles and ;arre;
also Farwed out to sub-contractors after i-1itisl troi-in .
ieles fro. aer own saow-roon in urabe;: was also -cod

esuecially to tne intern

)

“ional community.

n ffices in verious countriz
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12, RECCMMENDATIONS

7.

ne

Strezmlining and imprcovement of BIFIK FPromotion

Centres to vecome "MILlelaiDD-CallRL3" in close

cooperation with lMini-Industrial-Zstates NM.I1.Z.

(Jee section on Promotional Centres this raport)
Improve staffing and incresse activities.

. fixed permanent exhibition of 3mall Scale -
Industry products with export potential centrally
in Jakarta. Continued up-dating and substantial
Resource lLists with approx prices would be
essentisl, rProducts from all over Indonesia,
ajeqatelly ‘labelled’.

idequate perazrnent exhivition/-romotion Tentre
with ssles opportunities =t Cengkerens tirnort

to be ruz as z s=les Imporeun under tune
suparvicion of 3Ir1i/DJL1K/N.T.D/separtment for
Tourism,.

Pirmisg-ur of louncaed Tocster Wather _rogsreune ond
Sup=-contractusrl coreements) by introducin
'contractual! oblisations on .oth sides,
Draft ccutract szree..eat 20 anpendix ITI tiais
report. In this context introduce sorme econotizel
inceztives accordin: to tne da~ree of corzit ent,
A

wiich 2 'zin saould be defi nore clesply marbe

i
vy dntrodacingt Toster Father Irorracrme tyne J,ET,
{322 pars on Foster r included in %th1is

re-ort).

Q. Ik desiin-centre hng been pl-ouned, bul not

imnlemantec, ‘uch = degicn and ides-centre would
be very importeut in tne 'creation' of new
orojects, new products suitanle for smallescale
induetry.

/
e e/ & o
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Tt should also act as z 'bourse' for replicating
success nrojects froxz o2e part of the country to

other ocurts. 3amples and ides/work-manunls would

oe innerative, and dispersement of tais
inforuzsion to the Alfferent ‘ronotion Zentres

and 17's 1s very important. The avove suculd
alco include s ‘'nackaging' section siving ~elsrs]
a:é specific sivise oun prekasing.

The esuuivlishrent of 5 nsrticul=r e srizent, -

- 4 perzons, witnin soverntcatal procure:rent

aud bulk ouyins offices (nospitals, 2RI, Pil,
wrilrosd =nd all oituer VI - fir-aced
tinstitutilons') to supervize, the implemenzotion
of ~urchazea z2d rroduct Reserveation Teaeres, /T
or dulk buyin: tenders - scutinizing tuaese for
optionsal (regional) production by S.u's and/or

cooperations within these.

:1.'s or DP-¢OH‘€1 auili
w1t tne notentials of tne 5% in the ~Tac are
nd able to, a#s well as have tne pover 1o,
irplement orders or saare/orders, "onell zz2le
Industry Department” within a procursment offic
should/would in fact be 2vle to fin~nce itsalf
nrovidins tne risht attitude end nsturelly
incentives to tecome "3mall 3cale Industry's
Procurcr.ent (fficer" are tuere.

mais is important also in relation to MNI®'s aud
Promotion Centres, not to spsak of Fance [iaga,
Kerta Yiasza, Cipta Niaga and (former) F.T. Leppin.
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S am pvl e s.

GVT/BIP1K/DJIK should allocate adequate funds for
samples of 3ma2ll Scale Industry's products (incl.
haadicrafts) for export anc domestic use.

(without szmple one carnot ‘sell' - and that

goes both ways - if a coomodity is to bde orocuced
by $34's ne has to sze aow - and if he is

selling something that is slready produced or in
production tne potential customers weznt tc see the
product vefore buying). The point of aaving

actual sanples when sellinz/buying somethinz is

1icshly underrated in Indonesia ard ~ers orzl or
written diseriptions of a rroduct 2re far fron

10U .

"Labelling"

waall Seoale Industry is by the very n=ture ol itcs
charzeter woriedl out by indiviiualisun - waeth2r L

* . 4 4 e . 3 ~ 4
cooneratives OTr Jcinv 'ouersTions o TGV

Phis does not menn, however, tast taey =2n0uli rot
9, k]

t1nelt or 'mark' their products in ~ne wal” or
.- LY LA T PR 2 ~pe . SN N S

anotner. ospecially when it cowmen to nunlotitllS

. 4 e e P v e e e ind

tnepra is 2 stroag demzad for gone Lila o)

"pacornition" - or ‘fmerk' tant mares it tsood oout!
and poferradle. [is i desirssdle from all points
of view., If collective "trade - mnrivs’ wiliin

asso3ictions and/or cooneratives cmn be nedle, Tire
3, yeals

Surnisnc ia and other kinds of 'trade morus” S roald

aut 700y offtisiel stomos

i

se cor~Linred seriously, esneciall s in tourlst)

o - 3 7 e BRI y L s
exnort trede {ges sactlon cu 1t Thig re ort).
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9.

16.

1.

Y
o

Jisperse informetion on export potentials (Lxnort
Jertificate - "3I27 = "55") to the level of T 'z -
ctherwise it will never reazch tae 7.2,

The different F.IkK's should here worx in clcser
cooreration witn L.t b,

Incu.esian mbassies auroad hzs not
1l1ized fully; there are cptions for ore
S

nrouotion work, esgecially in the

Jontinue!l a2ttempts to remove "invisziule t-ieg”
i

ive h-ndeling costs, Toridinigt.

‘etionzl ‘ssoclztion of Smzll Industries (... .1)
-ting witha KaDls (4101 - may be set ur to

) . 4 4 - . Fd p B Yy o
#c 2 gnoxesnzn for this prrt 58 the industry

and even as 2 mediator/arbitrory party in diswvutes

Jountervarts to Iyperts should be solacted witiiiy
- vr o] 0 T S I o - P T vy 72,
the Yanwil/31: 1L orzenizati o enczbellin~

i o)
'fromeworx of development' to ¢

<¥ypert 2395 repatriated. rs it -~=zg bLeen iu tais
nroject Jounteruart will (he hos geveral'ULusirers
oneraticonz' zoint during nis rosignument, =nd will

. . - o et
ranks 2ffesr seoiognment - Zue o

cefinitely not return tc the 370/policy, inhiiag
1
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Appendix I

SESSION I
MARKETING WORKSHOP

| t ct
"Overhead" projections GENERAL ABOUT MARKETING AND INFORMATION/
of main topics. —  COMMUNICATION

1. Generally (all over the world) the
word "Marketing" is misinterpreted
to mean "Distribution" or "Sales".
Although "Distribution® and Sales
are very important parts of
"Marketing” as such = it is by no
means the total MARKETING CONCEPT,

2. MARKETING CONCEPT

Let us try to define it :

- "Marketing" is that part of
business activity that deals with
the facilities, people and
functions which are concerned with
the movement of goods from source
of creation Product Idea +
Identified Demand to "end use”
(point of ultimate consumptiomn).

In other words - all the different steps
taken from Product Idea, dbuying of the
right raw material (at the right time)
through the actual production (and the
right technology to get a optimum
product) - pricing-packaging-storing-
selling- (wholesale or retail) until

its ultimate "end use” = Industry or
Consumer.




P

The Marketing Concept as such -
includes several managerisl and
technical elements in as much as it
deals with the total buying - and
selling - policy of a given factory/
firm as well as the quality and
sesthetics of a given product.

It is given that if the Concept of
Merketing has such a large scope -
information and communication are
absolute necessities.

How else could we aquire the

necessary data to know what to do ?

THE CONCEPT is :

1. The right product (quality/style/
design

2. At the right time/price

3. To meet the market demand (time/
fashion/quality/price)

4, "Pind wants or demands and fill
them - rather than produce_ products
and try to sell them",

So lets “demystify Marketing®

There is no "SUPERFORMULA"

h egti 8 )y e 8
8 a deman or G t I

Now this surely calls for information
- and communication. Especially when we
are talking about the small and medium
scale industry.




These parts of industry are usually
"one-man-operations"” - seen from the
managerial point of view - and it

would be quite impossible for this

"one man” to fulfill all these . L aa
obligations in the modern sense of
management and marketing.

On top of that, he has so - called

"marketing problems"”.

He is used to sell either to a "middle-
man" or direct to a whole-saler, or a
Pasar. When sales are low he should
ask himself :

Why is there no demand ?

Can I sell other places ?

what other products are marketable ?
Who is selling ?

what are they selling ?

At what price ?

An so on.

As you will clearly see - all this
calls for information.

And here is where I think the Kanwil/
BIPIK offices together with the
T.P.L's come into the picture.

If we take one look upon the Small &
Medium Scale Industry of Indonesia
the number of different production
units are so manifold (quantity and
quality) that it is impossible for

one central office (DJIK) to keep
track of "what is happening”.




That is why we have regional offices -
and even then - for the regional
offices - it is difficult to get and
give the right information to the
different production units.

For a country like Indonesia it is
crusial, however, that these regional
offices operate as "liasons" or
"communication centers” between the
production units and the markets, seen
both from the total industrial set -
up - as well as from the Small Scale
Industry itself.

Phe central Governmental Policies
(general policies, banks/loans) are
based on the information given by
DJIK Kanwil, BIPIK and regional
offices. And if we go one step further -
the regional offices - being the link
between the "cottage industry” - and
the central authorities - Bctive

work of BIPIK and Promotion Centres
is not only necessary, but imperative
for the survival of Small Scale
Industry.

without a "dislog"~-that is communication
- between the central authorities and
the regional offices - and through
these as many as possible of the Small
Scale Units - business will in the

pear future actually be impossible -
which again means that great parts of
this "industry" will die,




This sgain makes the training of
Extention officers so important.

To meke them able to select viable
units and pass on this information so
that assistance can be given.

We all know that parts of this industry
is in trouble and shouting for help
because of lack of "working capital”,
"managerial skill" and the last cry -
"Marketing", meaning :

Sales of their goods.

But it is difficult to sell today -
there are so many competitors and so
many products. We cannot any longer
take a passive attitude towards

marketing : "produce a product and wait
for the customer/buyer to knock on

the door".

we have to know what we can sell when
and where before producing.

This is an essential part of the
Marketing Concept.

Where can the Small Scale Units get
this information ? There is only one
solution = through dispersed
Information/Promotion Centers - ive.
like the Kanwil and BIPIK Offices who
hopefully again will give and receive
information through and from the Small
Scale Units as well as DJIK centrally.

TRAINING

The training of extention officers is
very important in this context and the




-

wiable Small Scale Units must.dbe made
aware of their opportunities of
training at the MIE'S8 common service
facilities and general BIPIK
assistance, financial assistance
possibilities etc.

This calls for everybody's utmost
attention. We have to be an the allert -
"both ways" - to be able to give
information service to the DJIK

as well as to the Small Production
Units.




SESSION _1I

nOverhead" projections A BASIC APPROACH PO MABKETING
of main topics.

BASIC CONCEPTS
1. THE MARKET :

- The market must be seen as the total
group of consumers who demand or are

likely to demand the product being

marketed,

2. TYTES OF MARKETS :

There are 4 basic types of markets :
a) Consumer (non-durables) market :

- for articles which are bought
frequently by a lsrge number
of people e.g. matches, soap,
foodstuffs.

b) Consumer durables market :

- for articles which are bought
by consumers but not frequently
e.g. radios, stoves, furniture.

¢) Industrial products market :

- for products bought to
manufacture other articles
like industrial chemicals,
machinery, oils parts i.e. :
Sub - contracting.

d) Service market :

- for services for which people
are ready to pay e.g. travel
agency transport service,
post control. ,




3. THE MARKETING FUNCTION :

The business function of satisfying
identified consumer demmnd at a

profit to the unit marketing the

product or the service.




BESSION _III

ELEMENTS OF THE

MARKETING MIX :

nPhe Marketing Mix" consists of 5
basic elements, all starting with
- the letter "P" :

1. PRODUCT .

What you want to market (idea/
demand)

2. PACKAGI .G :
The act of providing protective and
presentable packaging

2, PLACEM=NT :
The act of distributing or placing

the product in a place where the
consumer will buy

4, PROMOTION @

‘The series of efforts at
communicating the availability of
your product and inducing the
consumer to buy

5. PRI CE

The amount of money you except the
consumer to pay for the product.

It shoul be noted that the first 4 "P" s
- Product, Packaging, Placement and
Promotion all constitute CCSTS.

The fifth "P" namely price

constitutes the INCOMs,




Hence we arrive at the most crucisal,
the sixth "P" in the Marketing Mix,
namely PROFIT which is nothing but
the PRICE :

(Cost of PRODUCT-+-PaCKAGING=+-
PLACEMENT-+-PROMOTION),

BASIC RESPONSIBILITY

OF MARKETING :

Successful marketing is tasically to
find the right combination or mix of
the first 5 "P"s namely the product,
the packaging, the placement, the
prcmotion and the price which
optimises the Sixth "P"/namely
profit.

They are both dependant on us and our
information - as we are on their
information and cooperation.

And this is why I dare to say :
MARKETING is information and
communication.

when we are talking about information
and communication in this context we
are considering everything within the
MARKETING CONCEPT - from the buying
of raw materials to the actual

"end use".

DEMAND ————— 3UPPLY.




SESSION IV

WHAT MAKES SALES??

PRODUCT
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THE MARKETING WHEEL
THE IMPORTANCE OF PLANNING

RETAIL/SALES IDEA DEMAND
RETAIL \mn RESALES | REGISTRATION
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MARKET VISIT

Objectives #

1. To familiarise participants with
the role that market intermediaries

| play in distribution and promotion

j of various types of goods.

2. To observe different methods of
point of purchase promotion,
merchandising, etc.

3. To get some idea of trade margins
(%) for different sectors.

4., To gauge possibilities of S.S.
goods being sold through these
trade channels.

Methodology :

1. Participants will be divided into
small groups and allocated a
particular type of distribution
channel which could have relevance
to S.S. sector/products.
“ 2. Each group will seek information
on specific aspects outlined below

e and prepare a report based on thedr
’ observations.
%, The market visit will be for 3
hours.

Each group will make a brief
presentation for joint discussion
on the same afternoon.

Specific aspects to be observed
1. Range of products sold
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6.

7.

8.

What is the distribution pattern
for these products snd at which
level does the shop wvisited fit in.
What are the trade margins (%) at
each step of the distribution
channel and what is the 1likely
total trade margin ?

Observe actual process of selling.
What are the various methods of
point of purchase promotion,
merchandising etc ?

How does the trader display the
products ?

Are prices fixed or is there
bargaining ?

If there is any bargaining, how
does the level of price reduction
compare with the trader's margin ?
How competitive is the business ?
Does the level of competitiveness
have any impact on selling mathods ?
Is there any seasonality in demand
for some products ?

If so, what impact does this have
on selling methods ?

Does the trader give credit/get
credit ?

If so, for what period ?

Does he deal in any small.scale
sector products ?

If he does, examine them from point
of view of price, quality,
packaging, appearence etc.




10.

Get trader's views about small scale
products.

If he does not sell S.S. sector
products, ask him why.

Check for any other small scale
sector product which could be sold
through his out-let.

Types of outlets to be visited :

1.
2.

3
4,

5.
6.
7.

Consumer non-durables-wholesaler

Consumer non-durables-retailer

Electritial goods dealer
Industrial goods dealer-hardware/
paints

Textiles dealer

Consumer cooperative

Cottage Emporium,




VISIT TO SMALL SCALE UNITS

QObjective :
The objective of the participants’
visit to Small Scale Units is 3-fold :

i) To familiarize themselves with
the overall structure/working
of such units;

ii) To direct their attention to key

problems being faced, specially
in the area of the units'
marketing operations;

iii) To give participants an opportunity

to identify salternative solutioas
to problem areas.

Methodology :

1)

2)

3)

4)

Participants will be divided into
small groups, each of which will be
assigned one small scale unit.

The units should have been fully
‘briefed and will keep certain

basic, general data ready as per a
format provided to them.

Each group will spend 3-4 hours with
the unit.

A brief checklist has been given below
which would of help in discussions
at the unit,

Sufficient time is provided after
the visit for each group to prepare
a (30 minutes) presentation of

their report which should be
structured as follows :




a) the unit's background/
structure/working

b) a detailed account of all aspects
of the marketing activity of the
unit.

¢) the group's analysis of the unit's
problem and suggested solutions

d) any other relevant observation
made by the group.

Checkligt :

Please note that this is not an
exhaustive check list - it is merely
aimed at providing some starting points
which will help initiate further, more
detailed discussions with the unit.

A 1 Vvhat is the structure of the

unit-one-man/family/partners

2 +When did the unit start

'3 How did they select the product/
product group

4 Vhat was the initial investment

5 What were the sources of finance-
own money/bank/Govt

6 What Govt ass#istance did they
use.

B 1 what is the current investment
2 How many men employed
3 fPurnover in last few years-
relate turnover to investment
4 Has there been a change in
products/diversification in last
few years-if so why




What are their main raw materials
- any problems ?
Working capital-any problems ?

Get details of product/products
produced

what is the owner's view as tq
the quality of his product
vis-a-vis competitors

Their Pricing Policy - is it
adhoc or based on some concrete
costs

what is their approximate margin-
how does it compare with rest of
industry-why is it higher/lower

How do they distribute/promote/
advertise/canvas their product
Selling terms - units vis-a-vis
industry's »
who are their main customers =
located where

who are their main competitors -
. located where

what is the level of finished
goods investories/pending orders -
relate to average turnover - is
it high ? why ?

Is there over-reliance on one/
two customers.

Ask owner to explain his two
biggest problems-probe and get
more details -what does he think




he can do to solve them - has he
made some efforts to solve them
(The instinctive thing will be to
say "Government should do some-
thing"- do not accept this
automatically)

After his past years' experience
does he feel that his choice of
product/location/process etc
were right

Discuss any suggestions your
group may have related to his
problem.




Marketing Workshop

Background Note on Promotion Centres
for discussion of possible improvements

BIPIK Promotion Centres

| BIPIK Promotion Centres should and could play & much more
' important role as a distribution channel and marketing
tool for the SSE than they do today.

Unfortunatély almost all 14 (maybe with the exceptance of
Yogya) .they are just static exhibitions of some of the
SSE products that are being made in the area.

Moreover the following characteristics usually would be
found :

1. They are often "remotely" located to (trade) business
centres. They are badly "signed" and difficult to
find. )

2. They have little or no contact with businessmen,
traders or other potential customers and therefore
extremely poorely visited.
They are badly promoted/advertized (but mentioned on
TVRI when high-ranking officials a seldom time visits).

3. They are not commercially oriented (at all) and non-
trained staff can give minimal information

4, They have little or no contact with the S3E's them-
selves~-the items have just been collected or bought and
"put on a shelf"., The items exhibited are often absolete
or out of production. Brochure material/leaflets are of
bad quality and give little or inadequate information to
potential buyers




5. There are no up-to date resource 1lists

6. Information on price and resource does not exist or
are inadequate

7. Some centres badly need paintiag and even washing,

8. There is little or ho contact with large-scale-
industry or chain stores (for bulk-buying, sub-
contracting)

9. No or little advertisement or other promotions are
taking place (except on special occations) not
towards potential customers nor the S3E's

10. Their commercial value for the SSE's is therefore
close to Zero.

what can be done for Promotion Centres ?

Being aware of limited resources it is understandable
that the best locations, best and most effective staff
etc can be difficult to obtain.

But also being aware of the fact that this should be
the Small Scale Industries "F.uce towards any market":
no efforts should be left un-attempted to make them
what they are called : Promotion Centers of Small
Scale Industry products and Handicrafts.

They should become Promotion, Information and Activity
Centres.

Since they are "Non-commercial"” in comparison with
"Sales Emporeums" why not turn them "commercial" through
link-ups with :

1, Trading Houses (GVT or private)
2. Chain stores/wholesalers




5« Cooperatives or other joint bodies

4, Merchant organizations (EADIN) A

5. Making them Exchange "Bourses" between SSI and LSI
(Sub-contracting). Up to date resource lists

6. Information Centres for SSE's for design & products
ideas, scetches, possibilities of cooperative
recruiting, market information centres etc

7. More effective PR-work towards the SSE's themselves
(through TPL's)

8. Supply them with enough funds or credit facilities
to buy up some stock-naturally after certain
criterias-for further active offers to above mentioned
"bulk-buyers",

9. "Forced" distribution of professionally made brochures
stressing the above points to business assositions
(KADIN), Hotels, wholesalers, big retailors etc.

10. Close co-operation with the LIK's which often have the
disadvantage of being even further away from the

active market place and have no showroom there.

11. Act as mediators or active "sales offices" towards
procurement offices for bulk buyers like ABRI, local
GVT offices, PLN, local hospitals, schools etc.

12. Exchange of resource lists by products with names and
adresses, cooperatives, Jjoint-operations etc.

1%. Joint Exhibitions 2 - 4 times 8 year,

14, Even closer cooperation with NAFED for foreign
Exhibitions/exports.

All this would naturally take over several of the functions
of the BIPIK Offices (Staff) as suchy,but it would anyway bde
an advantage if BIPIK Offices and Promotion Centres are
located at the same premices (which they are at several




places) and at any rate it is recommended to modernize and
activate the Promotion Centres to become "MIN1 TRADE
CENTRES" with at least one progressive, experienced

BIPIK official as leader. If located at different
places,easy communication (telephone) between the
Promotion Centre and BIPIK head office for speedy
references would be imperative.

The Promotion Centres (MINI TRAD: CZNTRZ3) should be

developed into the naturai MEETING PLACE between the
Small Scale Industry and the MARKET as such’with up-to-

date exhibition and information of the regions Small
Scale Industry's products, and the above ghgeuld be
promoted strongly (brochures, leaflets, advertisements,
through TPL's etc)~both towards the SSE's themselves

as well as the "traders" and%the market"in general.




Appendix IT

ANNEXURE IV

MODEL DRAFT AGREEMENT UNDER
FOSTER-FATHER SCHEME

P.TO

and

P.T.

This Agreement is entered into between P.T. . . . . .

"T. « + 4+ +« =« + +« + o in the presence of Project Manager

le BIPIK L4 L] L L] - L4 . L

This Agreement lays down the relationship between the parent

. and the Sub-contracting unit.

it is agreed that such a relationship should be mutually beneficlal,
)ased on goodwill, justice and fairplay.

ARTICLE 1

OBLIGATIONS OF THE PARENT UNIT

For this purpose, the parent unit sgrees to :

Purchase the goods specified in the Annexure to this Agreement

where the sépecifications and prices have been indicated.

" In the event of an escalation of prices of raw materials, the
Sub-contracting .unit will have the right to re-negotiate a
mutually acceprable prigce.

All supplies made by the Sub-contracting unit shall be paid for

as soon as possible and, in any case, not later thar 30 days

from the date of supply.




(iv)

(v)

(1)

(ii)

(111)

(i)

(11)

Goodb supplied by the Sub-contracting unit should not be
rejected on flimsy grounds; where such rejection is based
on poor quality, it shall be supported by tests made by an
independent third party.

Failure to 11ft the stocks as per the Agreement wi]l -akevthe
parent unit liable to action by the Government Agency.

ARTICLE 11

OBLIGATIONS OF SUB—CONTRACTING UNITS

The Sub-contracting units agree to :

Deliver the goods as per the price and schedule agreed upon in
the Annexure to this Agreement.

1f a unit finds itself unable to effect delivery due to circum-
stances beyond its control, it shall seek an extension of time
from the parent unit. It may use the good office of the BIPIK
for this purpose.

Wilful failure to cbiJsrby the conditions of the Agreenent

will make the Sub-contracting unit lisble to action by BIPIK

who will determine what action is appropriate.

ARTICLE III -

SUPPLY OF RAW-MATERIAL

The parent unit may (at the request of the Sub-contracting unit)
supply all or some of the rav material needed for the production
of the goods. The value of the raw material shall be determined
through mutual discussion and should in no case exceed the fair

market price of the material.

1f such supply of raw material has been agreed upon but the
parent unit fails to deliver the same, in the quantity, at the
time and at the price agreed, the Sub~contracting unit shall
have the right to cancel the Agreement after giving due notice

or re-negotiate 8 new Agreement.




(1)

(11)

(1i1)

ARTICLE 1V

TECHNICAL DESIGN AND DRAWINGS

The parent unit may supply full dravings and design of the
product to be made by the Sub-contracting unit; in such 8
case, the Sub-contracting unit shall keep the information
confidential and the designs will remsin the property of the
parent unit. In the event of the expiry or cancellation of
the contract, the Sub-contracting unit ghall return them to

the parent unit.

ARTICLE V
CREDIT
The parent unit may make adequate credit available to the Sub-
contracting unit for the execution of the order; or it may

arrange credit through normal banking channels, acting merely

as a guarsantor of the loan. ’

ARTICLE VI

MARXKETING

The parent unit guarantees the off take of a significant
share of the production of the Sub-contracting unit varying
between 33 /3 % and 502.

The exact nature and quantity of goods that are so guaranteed
ghall be set forth in an annexure to this Agreement. The price at
which the products will be purchased shall also be set forth

in the annexure.

In the event of the failure of the parent unit to 11fc the stock
as agreed, the Sub-contracting unit shall have the right to ask
for the smount to be paid by the parent unit ae set forth in the
Agreement, unless both parties agree to 3 r,vilcd schedule

of deliverties.




(0

(i)

(1i1)

ARTICLE VLD

INSPECTILO N

Goods supplied by the Sub-contracting units shall be inspected
{mmediately by the parent unit. Any deviation from the
specifications agreed upon should be brought to the notice of

the Sub-contracting unit.

In the event of goods not {nspected for 8 long time, the Sub-
contract ing unit will not held responsible for the loss in
the quality of the product; and a rejection oo that ground

will be deemed as unwarranted.

where some of the govds supplied are defective, the Sub-contracting
unit will have the right to supply them 8 fresh quantity within

a stipulated time or repair the defective goods.

ARTICLE VIII

SUB-CONTRACTING COOPERATIVES

: gub-contracting units may form themselves into 8 cooperative

recognised for the purpose by the parent unit. In such case,
the Cooperative will have the right to negotiate on behalf

of the member units.

ARTICLE 1X

FORCE-MAJEURE

Both parties gshall have the right to re-negot iate the Agreement
tf they are prevented to fulfil their obligations due to
circumstances beyond their control such as natural disasters,

civil commotion, riots, strikes, etc.




- ARTICLE X

ARBITRATION BY BIPIK

While all differences between the parent unit and the Sub-
contracting units will be resolved amicably, the BIPIK will
have the power to arbitrate. Its decision, after hearing both
sides of the dispute, will be final and binding on all parties.

ARTICLE X1

PERIOD OF VALIDITY

Agreement will be normally valid for three years after which
it may be renewed by mutual consent and negotiation. During
this period, however, the terms and conditions may be alteved
only if both the parties agree to it.

Affixed on this day . . . . « ¢« « « + + « » « + « Our signatures

| ss taken of our acceptance of the above Agreement.

For Sub-Contracting Units For Parent Units

For BIPIK Office
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with Sub - Annexures

) ¢t Dr. Ran K. Vepa
FROX t Len. Aavatsmark

SUBJECT :+ gubgontrect sssizpments for further stuly “outeide”

__! ) ) |
e ¢ $o ab oll opios be
negegted
(1) gsuge for pedical purposes (primarily).

Tlease see annexure I for background information,

A further report from IF Marklund who has visited the
Batang area and obtained sanples would form & substantial
input from IN8/78/078,

A) The study should therefore prinarily be concentrated on
the feasidility of establishing bleaching, sterelization
and packing facilities - a Poster-Pather or Sub-contracting
set-up,

B) Quality denand/requests from substantial customers,
C) Price demand fron substantial customers.

D) General and inedepth study of (all) large end-users
(hospitalsewhetner private, ABRI) or industrial rend=-us g,

(2) Metal and chepranic gmell partp for PelLoN.
(Regupahann Ligtrik Neparn)
A) A study into which $ype of parto-ysed by P.lL N, ppesifical’

apd_gensrallyecould possibly be made by small soule
industry and what are requirements and purchuse progeedures.

a) nationally
b) looally




B) Could local and national FIX "Purchase offices for
Soall Secale Entreprensurs” be established ?

¢) Or should this be bandled through Co=operatives, or
already established SSate Enterprises like Panca Niage,

Cipta Niaga, FT Leprin or “dlvisions of fhepe”
e b decl wi e
gntreprensury.

The above would also be valid for othe= fpstitutlonal duyers
‘14ke ABLI (Pclise Army, Mavy Airforce) GVT « of:i0co, PeJe.K.A.
(Railroad) Hospitals ete.

(3) Ipproyement and further development of an alrcady
In a production center (area) visited in Medn: c slce=
panufacture-cooporative has been formed, The cooperative
consisted of more than 150 sall shops producing sanicls,
shoes, bags etc. Proyek BIPIK provideld 2 TPL's and some
pmachinery in attexpt to improve quality.

A pmarketing cooperative hads also been establishicd
attenpting Joint marketins at a present averaze turnover
of 3 mill Rp/uonth., The potential of this production
ecenter is clearly bigger and profitability could be
substantially improvod if "some sort of" Footer Futlier
(managenent) could be estublished-either in marketing,
sup 1y of raw materials, sup ly of machines or co:iron
production facilities,

An id-depth study of the different varietics of feasalle
improvenentc for this shoc~manuf:icturin; srec should
prove worthewhile,




-
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(4) ZEepanga all” for ZXpoxs.
Because of the gharacter of this Joster Father Prosramcwe
with Texpeoeo PT as "fathsy” a loosely organised
sooperative of 9 mmall ssale entreprensurs in Boyolall
involving & substantial pumber of farsers actually
pioking/collecting the flowsrs. A further study into
Brices in all espects (salary $o farmers from entre;reneurs,
their caloulations, price $o P,7. Prodsxoo, their
caloulations and their ex. fagtory, F.0e¢B., Or Col.F.~
prices.

International requests would 8up.ly general world market
prices as wll as dsmand,

Since this "Kenanga~oll-business™ seens to be pgoin, on in
pevcrel places on Jawa (ssntral & Easten parts at lecst)
the demand might be found substantial enough for nore

and larger set-ups, (See Annsxmre II).

(5) getton Fasial Zads.

¥ith reference $0 former suggestions the IKE still think
it would be wortawwhile to have an-in-depth study of this
"nass-nariet® artiecle,

whether imported or not - sales - purchase prooeedurcs,
packing, possible false labelling etc.

This would also had $0 more info on different trade/
dictribution shannels of several other conscuaer hijhie
surnover morchandize,

But $o have the possidbility to even oome on talking-tcrus
with big buyers and wholesalors wc have to aave further
daskground materdal,

Replica~projects should then be feasable several parts of
Irndonosia, (See Annexure III).




(6) potato - ships.

Potato-chips seene %o be wery scarcely produced in
Indonesia, but as for thc other products mentioned

above it is s0ld both on super-marketechains and pasars.
Almost always obviorsly imported and bought for "Snob-
value”, Siﬁ&e the Indoncsians themselves have a lot of
local "SKNACKS" -emping, Keripik kacang, lemper - it

should be a viable/popular product.

Production shiould be relatively easy and packing: is Just

a question of design and "know-how",

Vhat are import regulations Y

\What flavour could be adied tc mike it even more attractive/
desireable. Packin; wiili Baocbevalue and preservative
properties (centrally made ?) could ve distributed to small
scale entrenreneurs, Advertising tc obtain said snob valuse
and import rejulctions would have to be studied ir depth.

(7) Packing for gisnlay and pruservative purposes of a lot of
ress-narket products (not onl; pla:stic bag with elips)
needs study by designers/enzineers,

These are gore preliaincy, ideic {or furtihcr studye Eacii of the
aseve suggestions (and uore) ca naturally de slzvsorated upon
and worked out by t.e projoct personell itself, dut they are
tine consunin, and has to be scecn in rclation to other
pricrities of the project.

Jekefva, Degcmbér 17th, 1982

ken, Asvatguare

St bdy, Expexrt




ANREXURE J
BUSINESS OFPORTUNITY/SHALL SCALD
GAULL FCE MiDICAL USE

In the Batgng district under the "Kepala Dinas rerindustrian Kebupaten
Batang", cortoot !ire Achnad Soctardi (Jle Jend, Sudirman No, 704 A

privat 1 Jl. Asiani Gg 5 Nog 1794 Telpe 79) then arc at present some

200 ATBH (hand=loocec) producing guprox 12000 s (110 oz width) of

grey gauce peci:ed in Sales or rolls of 40 me Al) according to Mre Soetardi.
The district hac a potentinl of 970C ATU!i's or approx (1)/mill m per daye.

When and at what price thoy arc selling their present grey production of
12.000 m/day ic not yet known, bdbut would natursliy be of interest,

The grey 4s only “rawenatcorial' for gause for medical usc and further
devclopoont of the product 44e¢. bleacuing, iélrellnation and packin  would
be interesting tc look intoe

The hospitelc and apotiiic are potential-cuatomere as are artificial
leather (plastic) 4industry produsers with prodpetc like home furniture
upholstory and motorbike=goato=usin; the gause as base/binding matcrial.

If you have a chanoe tu oo to Batang please try to obtain the foilowing 3
a) Inlicative prices
b) iresout custovers
¢) Meal pot ntial
d) sa:plos

o) Supplier (s) of yarn with “count" and price.




Ve could ther cortact bi_ institutional endeusers and Ev.lqaxo possibiliticc
of developing Bleaching, storoliszation snd packiag facilitfes and/or a
possible sub=contractiny (fostcr father)-systes with soneome who has theco
facilities.

If price and guality ic right we micht even look into export possibilitiec.

ue; must heve douc some fnvecstigations iu these directions in the jast
and all ouch backiround material would be of gratc interest.

Nc could, then have sonc of above requested data, invectigate further
parketing poscibilitics with large bu;ers/endeudcrs and supnly
contraca:;les as well ac quarlity d uauds, specific: tions etc.




The Prodexco "set-up" however, with buying of "halferawematerial™ fron
entrepreneurs from the Boyolali district and final'y exporting tie refined,
lab-gcontrolled base material to/for (among others) she french phariaceutical
industry we found more interesting-at least as a "iuodel Foster Father
Programme” (or subcontracting) where the "middlenen™ could be avoided,

This because the "Set-up™ includes ¢ae following ingrediences :

1. PeTe Prodexcc operatec a profesciornal leboratoriw: and tradec and ex.oris
professionaly in essential oils,

2, Being "eppointed" "Foster Fathor" to the ¢ small entrepreneurs ir Boyolali,
who ezain are dependant on several asmall scale farmers in the arca, really
brings the "Desa to town" and even to export,

3., The S (headed by Sisno Bugiyanto "XKenanga oil group") have drafted a letter
together witl Kabupaten Boyolali office (eopy witl kr. Chumaedi/Se..arang)
which indicates their opinion of tiie Postor Father set up.

4, A visit to Boyolali would for you no doubt give you chances to improve the
somewhat prinitive "boiling out™ of ¢he oil from the flower.
At least they asked for technical/engeneerial assistance as to how to et
maxinu: effectiveness out of their rather simple burning/boiling ope-ation.

5« A furtiiexr discussion with both "Pathcy” & "Son" would possibly bring out
more info on, among other things, competition. (Surabaya area),




As 1t i3 ons of this project's major objectives o identify products with
market potential - suitable for production by small scale industry, the
Industrial Narketing Expert (IME) would like %o draw your attention to
*Facial Cotton Pads"™ or "balls" or "tissues™ 014 in millions of "packets"
by Toko-Toko's supermarkets, ehain-store supermarkets like Hero, Gelael,
Sarinal, drugstores in hotels and others,

The "packets" or "plastic bags" are different in shape and design,contains
50 « 60 gramnes of eotoon and very in retail price fron Rp. 225,- to

approx Rp. 1000,

The cotton contents is very often nade from "waste cotton" from cotton yorn
spinners ?

Frou different sources I have learned $hat a community at Kecamatan Paseh
Kajalaya with certain - at least initial assistance-~from Institut of Textile
Technology (ITT) in Bandung - have more or less specialized in the
manufacturing of such ‘pad-/bl.ul/tinues" .

As you will see fronm a few samples I have bought at a superuarket there are
several %rademcrkc, quelities - and on "fage-value" - fmportg of t s
particular product,

To finally be able to issue a complete "pProduct Profile” and/or "Yeascbility
8tudy" e~ whether this product is suitable for production by the soall scale

industry and for my further studies of trude/mavkbting channels the Tean
Leader is of the opinion that furthor 4in depth studiec in accordance with .ie
note on "LITHODOLOGY JOR THE IDENTIFICATION OF EEV INDUSTRILL POSUISILITILG®
frou September' 82 pequircs Industrial Engineers to providic the necessary
background information as tc ogher this product is "geceptable to the

N SRLEF RS EUA Rhk BARL AL 2k GO0




Before I further get in touch with Profesgional buyers/purchasers/middlemen/

traders I would certainly need more information on the product enabeling me

pot to appesar as s “complete stranger” $o the product and thus obtain false informati
information as to marketing channels, packing, dbrand < image -« policy,

import market size etc.

In this oontext 1 would espescially and initially like %o know s

a) Supply of rawematerial-from where ?

b) At what price ?

¢) Producti»n cost, of different products under the same scope ?
4) %=tage import ? %-tage local made ?

e) To whon do they sell ?

£) with/without packing ?

g) At what price ?

h) ¥hich companies are involved in present production/part production?
i) Transport from spinners/rew material suprlier ?

J) varehousing ?

k) Are Banks/DJIK/Kanwil/BIPIK support in the picture ?

1) Quantities

For your information I have been $o0ld that the Kecauatan Passh in Majalaya
alone has a dezand foxr 50 tonnes per month,
This should indicate an approx output/production of :
0,000 10
50 per unit

e per 1 million units per month

fron this Kecamatan only. And this product could in my opinion eertainly be
made litterary anywhere since it implies no sophisticated production
" technology nor large invesments or "working capital®

I would also like to draw your attention to the possible use of Rayor - (wastc 7)
as & possibly even cheaper (and noneimport) substitue to cotton.

Please feel free $0 contract mes or any of the Industrial Engineer field tean
for assistance and please keep me informed of your progress in setting up the
ipitials of a "Product Profile/Peasability Study", whioch, -~ in due time, =
will enable uc to furtier investipcte the maricting aspects.
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| -: 7 Appendix 11:
IMPORT PROMOTION OFFICES - : :

» ST

This is a 1ist of inmport prawtion offices in 12 European camtries plus Jepan,
" “New Zealanl and Austrelia conpiled by the Intermatioral Trede Centre/UNCTAD/ ’
GATT Genewa . |

These offices will upon request free of charge for developing countries
- supply such marketirg information as : - :

- Statistical information in the courntry.

- Information on sales opportunities

< Inforration on import requirements & pr-oceﬂm'es.

- List of imparters, wholesalers, agents and distributors. v
- Anargeuents for comtacts for visitors - sales missions etc. ;
- Trade fair amd exhibition assistance , g

- Training programmes.

b A ERl
PP

-

Australia : Market. Assistamce Section
Trade Pramtion Branch
Department of Trade ard Resources
Carberra A £.T. 2600
AUSTRALIA

Austria : Austrian Federal Ecornomic Chamber

Subenring 10
A-1010 Vienma
AUSTRIA .

Lelgium : Office Belge du Commerce Exterieur

162 Blwd Emile Jacqgmin
1000 Bruseels
BEIGIL.1




.
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Czechoslovakia :

Dem. ik

Finlami

Prance :
A

German Demctratic

Czechoslowk Chesber of Commerce and Irdustry

ul. Argentinsia 38
170 05 Prague 7
CZECHDSIOVAKIA

Sfice for Import Promotion of Products from Developing
countries.
Grossérer -~ Societetet
Boersen
1217 Copenhagen
DENHRK

The Finnish Forei¢gn Trade Association

Arkadiankatu 4 - 6 P.0, BOX 908
00101 Helsirkl 10
. FINLAND

Promotion des Exportations Eirangeres

c.FL.E.

10 Avenue d'Ilema

75783 Paris CIDEX 16
FRANCE

Regublic

Cramber of Fa:"eigx Trade of the Germen Democratic
Republic
chadowstrasse 1

108 Berlin
GERMAN DEMOCRATIC RIPUBRLIC,
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Germany, Federal Republic of : German Foreign Trade Information :
o . office ( BFA ) : .
1 Blaubach 13 P.0. BOX 108007
D-5 Cologne :
: FEDERAL REPUBLIC OF GERMANY. *
Hungary : Hungarian Chamber of Commerce

Kossuth ter 6-8 P.0. BOX 106
E-1055 Budapest v

HUNGARY .

g}\-'-'-

Pas
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S Japan . Japan Exterral Trade Organization ( JEIO )

. 5 Toranomon 2-2
" Mimatoku, Tokyo
JAPAN,
Through JETRO's overseas facilities.

Netherland : Centre for the Fromotion of Imparts from Developlng
Countries ( CEI ).

Coolsingel 58 P.0. BOX 30009
5th floor

Rotterdam .

NETHERLAID.,

»

vow Zealamd G Developing Courtries Liaison Unit ( DCLU )

Department of Trade and Industry
Private Ba3

Wellington
NEW ZEALAND
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Norvay :
Polard :

Sweden

Switzerlam @

Norwegian Import Promotion Office for Products fram
Developing Countries ( NORIMP(D )

Karl Johans Gate 5
Oslo
NORWAY .

Polish Obamber of Foreign Trade )

ul. Trebacka 4§ - P.O. BOX 31
00-950 Wersaw
POLAND .

-

#) The chanber is a trade promotion body, rather than an
import promotion office.

office for the Promotion of the Foreign Trade Relations
with the Developing Countries ;

Romenian Chamber of Commerce
22 Elvd N. Balcescu
Bucharest

ROMANIA .

Import Pramotion Q'ft‘lce for Products fram Developlrs
Countries ( IMPOD )-

Norrmalstorg 1 F.0. BOX 7138
S-10383 Stockholm
SWEDEN

Office Suisse d'Ixpansion Camxrciale

Stampfenbachstrasse &5
8035 Zurich
SWITZERLAND .

Averue de 1'Avant-Poste 4

1001 Lausamne - SYTTZERLAND,

TS
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Appendix V

SLCI.TICH #RCM, "MARKETING MaNAGEMENT AND

STRATEGY FCR DEVELCPING WORLD"™

UNIDO VIENNA 1974,

I7. INDUSTRIAL MaRKETING STRATEGY

An Industrial lMesrketing 3trategy will zlmost certainly

fail unle=s it furnishes the preconcitions for izproving

]

marketinz policies, structures and methods. More subtle,
cut more far-reaching and fundarental, is the improvement
of zzrketiny attitudes 2nd the avzilebility of expertise at
all decision-makxing levels. These are fundsmental

het would facilitate sll other measures.

Que of the key institutionel elexexnts in implementing
Industrial l‘arketing 3>trategy is the creation of specialized
institutional f2cilities heaving high professional
merxeting competence. In some develoning countries such
institutions already exist; in others, their functions zre
prosént but are being exercised by a veriety of sectoral
otion offices scattered throuzhout the governmental

S
structure, Juccessful marxeting development requires that
t e fuunctions be centrzliz:d, placed in cozpetent hands,
bacted by effect ve policies and supported both by the
soveranent and Industry.
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The marxeting centre may develop a range of specialized
offices providing direct tecinical assistance and marketing
consulting services at the rezional level. In its
effectiveness has been limited for various reasons, early
attention to establishing an institution or strengthening an
\ existing institution is vital to industrial development
strategy. -

The marketing centre, as a specialized institution for
the improvement of communications between the sectors of
the offer (producer) and of the demand (consumer), ideally
provides the following services at a high level of skill
ani = low level of cost relztive to value : advice on
azsrketiny poliries, develorment of product gquality and irmage,
collection aund dissemination of consuzption and market

ta, izrrevezent of distribution lozistics, marketing
consultinz and develogment. Llthough initially a2 marketing
centre may be subsidized by the Governrernt, it can be
or~znized to achieve substaantial finsucial incependence at
tir e~rlisst procticsble dste,

2gts the followins basic procedures

aaly

for suzze:sful results
. (2) Iarly formulation end us2 of quantitztive objectives;
‘ {v) 'dherence to a system of naticnzsl, regionsl or

sectoral prioritiss for develcpment;
beliznce on sound zrorket inform-tion to assist
policy decisiorns;

(d) ZInergztic promotion &nd co-oriination of marketing

; and distribution zctivities at rational and reglonal
levels;

(e Jreation or development of ndequate marketing and
distribution facilities 3.4 structures;

(f) Improveient of marketing rnnanerent expertise and
ekhills,
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Scepticism grows . *
among exporters:v -

JAKARTA (JP). The
povernment. Nl nond
Iy Le expectet w a
target tor non-oil and
nol-gas expoits under
the ¢ _iessed world
economy at  present,
sconumic ubservers

here say. ‘
cpr actually s ot just a
malter of Lunrage The gov-
erament sinply cuuld not
bukups rearonablc target at
presept o one v(nnunus:
argued, wuminenpung  un
s!fu-u.rnl given ?\ompnl
daily Dy Alsul Lutiel. @ femd-
ing businessmeén and econom-
st whn called fur botd muve
by lixin & target tor non-ol
and nungas enports
“Tu go-ltual-ugu(wrhﬂv:::
3 of what steps we
::I::‘elu tuke The taudet
should he clear for every
commodity.” an oot ol the
Frade Mioistry sent fhe saine
method shoult Be w:'[:‘ H;:
Campaigh o ppomote: the W
of xunwsn( products, he
Jerd.
w"!l'ne spning buard for o big
jump n nuo ol and non-ges
expuotts has heen lard with the
govermment pulicy, WROWN as
the Junuary’s expot package
of 1882, Faulities have twen
olfered for exporters such as
juw tnterest-export credits,
the official ponted out.
In addstion the jovereent
has ket Varloss uther med-
sures to remove vbstructive

Counter
worth US$ 576 m,

JAKARTA WPy

last  month  amounted

Counter
trade contracts signed unbi

far torp 10 exports A special
team,  called “I‘Hngmwnl
Waorkeng ¢anmittee” fur ex-
purt pitnntionan Jakarta ard
Yhe pren snees, has beenset up.
Thetentratbosrd i Leaded by
the Tricde Mapister.

tHe soud in fact the govern:
ment has made clead s non-
ol and noun gas export target
at US$4 2 biibon for 14631984,

A cuffen  exporter  sad,
~What has frequently hep-
penud @t the neeungs of the
commttee rellected the sb-
ety ol guod coortd netion
amung grvosnment agenits.
:llhnu.gh the Trade Munster
15 nu doubt senous about
pruuting «xports but others
could not foliow him currect-
ly. Many 8 tsne m inbet
sgencies vend less important
officials o the commutive
My g where thewr SUpLr-
iy upinuns are heeded

Generl Chawrman of the
collew vapuilers’ assieciatinn
frhagvonn  Kertusasten smd
the coltee team would not
Muarantee an increase n the
eapotts of that product.

Scepticism has also been
vmeed by rubher expe fers
although  Harry Tanugrahs
chasrinan of the rubber expo-
ters’ assuciation 1Gapkindo)
sounded more uptimistic. te
wud rubiber could sullesrn the
state spme US$T7IS mithonn
foreign  rRchange provided
“ther s good handbng tn this
sector.”

e . et =

purchas

cars,  phermascubical
malvnials,  cqgupment
to  pharmsceuticsl  plant,

- re——

raw
Iy
the

. well-planned
- velopment Fmgrum. To menton

USS$ 576 mnllion, 9 - pokesman
of the Trade Mimistiy has sand.

Actoring 1o e spokes
man, su fal 34 cotnes have
aprecd 1 deal with Indoniesia
under the counter puse hize
wystein They nelude West
Goomany  Fast  Geoinany,
Canade, e Unitud Slates.
Husnatiis,  Snuth Reonea,
Swehin, Maly.  Singapuie,
aned Japui.

West Germany fops the hiat
nterm ol theyalue ol tontrn t
signed. the spokesinas wos
quoted by Antara news agen
Cy WS SdYIng.

Under the system ndosicsia
wall buy tertlzers, Fallway

Omnlincostmine propect, the
Cenghareng internalinnal e
Pt apd POWCE  generationg
plants.

The spokesman sind that
some USS 158 mdlnn wuith
of conted s hae been sealized
out ol the IS$ 076 nulln

Indonesia  adopts the sys
tern an o bid o b o nnn ol
aned Bon gas expeals whie
dechined feom Has e 2 bilhon
i 1480 tn 1SS 45 bithon an
11 and to US$ 3 8 Lilbon i
1L

Fhe sharp dechine was altn
buted o the gb bl coonasime
receasion and the Clamp down
on ung expuns in tavouws of
processed timber

The Jaka

rta Post

Q.[m_-_}:fmr e 1903

.. Indonesian participation in in-

" ternational trade exhibiions has
often been reduced to costly
jokes. Orde: s for particular itens
displayed ot Indonesian pavil-
lions often «n't be met because
those gouds turn out no! to he
locally produced. Or perhaps
their pruduction, if any, is barely
sufficient to fulfill just small
orders from domestic consumers.
Trade Minister Rachmat Salch,
himself, has complained of such a
slovenly-planned export promo-
tion program.

The fact i1s the trade ministry
and various other govermment
agencies still haven’t got accurate
and comprehensive data on the
country’s manufacturing n-
dustry.

It 13 thus encouraging to learn
that the industry ministry 1s now
gathering data on the installed
capacity of manufacturing com-
panies throughout the country,
which will be compiled soon into
a form of an industry profile book.

The industnal data not oniy w:ll
help the industey and trade numis-
try, but aiso will tacihitate a

inter-sectoral  de-

just a few of 1ty benefits: the data
will assist the trade nunuotry
informulating export and unport
policies, as well as distribytion
Um{rums; the commumeations
ninistry in devising trausporta-
tion progranms to facihtate
smoother tlows of goods through-
out this vast archipelagic country;
and the Investment Coordinating
Board (BKI'M) in formulating its
annual investinent-prionty lists.

The data collection obvioust
a challenging task, given the \.
geographical spread of manut.
turing operations, not tr ment
the numerous plasas whichdot

Our Industrial Jokes

bothertoregister themselves w: -

local industry offices. The i
challenging, though, 1s the task .
keeping the data up to date andd
supplementing them with cuine
figures on actual productivn
each industnal hne. The latw:
an uphill job indeed.

It is not uncommon that mat

compames in Indonesia delil. -

rately mampulate their reports
as to avoid paying taxes. Si
only pubhtly-traded compan.
are oblhiged to open their buok:,
certified pubhic accountants, it
thus exttemely dithicuit to ¢
o curate figures on indust:.
companies’ operations. The g
ernment’s ofter of tax incentiv:
to companies, which have th.
annual reports audited by puti!
accountants, has received sc.
resp.nse. The then finance mn:
ter, Ali Wardhana, disclosed 1.
year that even reports audited !
guhhc accvountants wese ot

eing disputed, s some auditi
turned out to be controlled |
thetr company clients

The industry mustry, th o
tore, should design an adeqgu.!
cross-check to ensure the acoun
cy of its data, an.} should encon
age cooperation of other govei

ment agencies.  Reports  frov
companies, or from provinc
industry ofTices, should be cro

checked, for example, by compu:
ing the volume of their inpu:
with their actual output.

-
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