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JOBEWORDS 

It is with regret t~at I have to withdraw from the 
II;:3/78/078 - Project a~ tnis stage, and nave to write 
this "Terminal Report". 
·.;hat was ~'understood ~nd planned as a two-year assignment n, 
due to bad health, bas to end, so to say in "mid-term''. 
However, hopefully, my fairly extensive trip-reports, this 
report and my discussions with and sugGestions to KP-nwil/ 
BIPIK - officers i~ the 8 reGions covered by this project 
hav~ been m~aningful and given some input. 

Likewise I have found my discussi:-ns wit~ the central 
Team in Jakarta and the Industrial Engineers fruitful to 
me and I hope this is mutual. 
I would like to express my gratitude for towards 
Directorate General !or Small Scale Industry 
Hr. Gitosewoyo and in the first part of my assignment 
National Co-ordinator, Dir. 3.B. Tampubolon tor always nice 
and helpful attitude. 

Since my assignment is so abruptly or termin&ted, 
please look upon this report as a preliminary report rati1flr 
than a full, comprehensive Terminal Report. 

Jak'arta, Ju,ly /Augul}t 
I . I 
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Ypurs faithf~llY,, _ 
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Lt{({(, l ~ft1~t{(~'/ 
Len. Aavatsmork. t· 
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1. SUHKARX 
Tbe •jor objectin tor tbe Industrial. Marketing 

Bzpert (IKB) baa been to assist the officials of 
Directorat J'encleral Induatri ltecil (DJ'll) B:lllbi.ngan 
dan Pengeabangan Industri ltecil (BIPilt) centraU,. and 

regionaU,. as well aa tbe -11 scale entrepreneurs to 
impron their -rketing skills or possibilities b7 
pin-pointing bottlenecks and recc:i•end1£ig/suga;eat1ng 
nev opportunities or improTing exciating ones. 

1 

In addition, in cooperation vith Teu Leader and 
Industrial Engineers to stud7 (alread7) excisting 
support progruaes like "Poster Father Programae, Sub
contracting syst•, Purchase Resenation Schemes" and 
vhen, and it possible, giYe advise as to :lJDprOYements 
and or nev suggestions. Moreover to study general and 
specific existing •rketing channels tor select products 
and give suggestions to possible :lJDproYements. 

Since the IME for different regrettable reasons 
bas to leave the project in "midterm" almost on17 surveys 
and regional discussions i.ve taken place and the 
following 111\lat there fore be looked upon just as preliminary 

' findings vith some suggestiones to possible solutions. 

A arketing workshop/Seminar in basic marketing va• 
originally planned to be a "road-shov" taking place in 
all the regions primarily tor BIPIK-Otticials and Extension 
otticera, begiDning August 1983, but was atter the 
GOYel'DDent reshuffle (March - .April 1983) revised by the 
Rational Oftic1al1 (DJlK-BIPIK) to become a one week 
workshop in Jakarta aimed at J.eaders of Promotion Centres 
and some DJIK/BIPIK orticiala from Head Office. 



' 

.l •nuscript is enclosed as .lppendu I and vill 
be followed up by Team Leader and DU5 1s Counterpart. 
However tvo "Mini-Workshops" (two-days each) covering 
select and problem-products were held tor the BIPIK
starr in Den Pasar and Ujung Pandang. 

In the cooperation vith the Industrial Engineers 
on-the-spot advise bas been given and several product
ideas and their market opportunities discussed, several 
or vbic~ have later been or are bei.~g followed up. 
A preliminary study of tbe Foster Father - Programme 
bas been undertaken in cooperation vith Team Leader 
and several of the Team-members compiled by Team Leader 
in "Report No. 15" - vith a suggestion to a "General -
Agreement" - between "Foster Father and Children" 
{enclosed as Annexure II) which the IM.2 later have bad 
translated and sent the IS's and all the KA~"WIL/BIPIK 
Offices as well as some "Foster Fathers" for comments/ 
reactions. 
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The study of distribution channels for small scale 
industry's products naturally have to be difficult-and 
generalization necessary 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 ?5% of the 
over 150 mill population live, the differences of t1Pes 
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 aml necessary role in the distribution of 
small scale industry's products. (see "Distribution") • 

. . I .. 



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 Lea~er is preparing a report on Product 
Reservation Scheme and this rel-·Ort 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 IM3's opinion been given a too 
low priority within the project. However a short note 
on export is inc:uded. 

7 
./ 
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2. QBJECTIVES/WOF.KPL4N 

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 
"search" 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). 

'· 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 ot "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. 

..; .. 



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

5 

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

9. 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. 

10. Consultation and co9peration with other Technical 
Assistance Projects and Programmes in oder to assist 
or gain knowledge-whether local-or export-oriented. 

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

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

13. Make Case Studies of specific products such as Leather, 
Textiles-or Metal Industries and pinpoint weaknesses 
and strengths of existing programmes, as well as 
design ideas and improved production methods 
(through the Industrial Engineers). 

14. Keep close contact with the i·.IE' s anci try to act as 
"probler::solvers" or "contact-persons" who can submit 
their problems to the"right 11 supervisory persons • 

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

6 

16. 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 Project i-:anager. 

Jakarta, September 1982 

Len. Aavatsmark. 

See Chart Overleat. 
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2.1. REVISED WOPJ{PI.,AN 

Even though the above ~orkplan 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 fol!lld to be too comprehensive, 

-especially because the actual clos~ cooperation with the 
Engineers in practice proved t~ be difficult either 
because they were not yet assigned (Bandung, Yogyakarta, 
Ujung Pandang and initially Jakarta) or because of the 
!E's or IME's limited travel opportunities and meeting 
possibilities. 

In spite of this the IM~ 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 1 s 

assignment, Mr. Eidsvig, Jakarta. 
Based on a Tripartite Review Meeting in January 1983, the 
Team Leader drew up the following main targets/objectives 
(workplan) for the IME : 

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

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

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

~. Help to set-up 2 Sub-contract Exchances. 

Same as above. 

• • .1 • • 
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5. 5.1. Any other work : 
Help to Promote the I1arketing of Promotion Centres. 

5.2. Consultation when called upon. 

It should be added here that the J:lfili (after the 
Government reschuffie) officials in charge, DJIK/BIPIK 
have asked for comments on and stressed the importance of 
suggestions to improvements in the 'general operation' of 
the BIPIK Promotion Centres. 



3. GENERAL FI!i'I>INGS 

As the general situation, definitions, comparisons, 
categorizations and general economic importance of the 
small scale industry of Indonesia, as vell as the 
general set up of_both Department of Industry and BIPIK 
both nationally and regionally, have been dealt with 
in DEPTH, also compared with development in other countries, 
in : "Interim Report gn the Development of §mal,,1 Scale 

Industry in Indonesia-Reoort No. 3 Ju1Y 1983" by 
Team Leader B1m 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, Ministry of 
Industry of Indonesia, shows that there were 1 554 871 
units of small scale industries in Indonesia in 1982, 
some ?8 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 Boo people, dispersing 78 per 
cent in Sumatra, 3.5 per cent in Sulawesi, 2.6 per cent 
in Kalimantan and 5.6 per cent in other areas, a(ain 
according to :WJIK. 

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 19?4 - 1978 av~raged 12 per cent annually • 

. . I •. 



But the grovth rate of small industry and 

handicrafts are only around 5 per cent per annum, 
while other sectors are exceeding this fig~re, 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 1?-18-·per cent. 

The latest data revealed that, during the period 
19?0 - 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 19?1+/?5-
1979/1980, the Government decided to put more emphasis 
on the promotion of cottage or traditional industries/ 
artisan activities and moderp small-scale industries. 

It was recognized that small industries pl.av an 
important role in the industrialization proc· 
A programme aimed at the creation and expa1 ~f 

cottage industries and small manufactt1ring u.. ts, both 
in urban centres and rural areas, was required to 
direct industrialization to less developed areas based 
on the utilization or 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 co1DD1unity in the less developed 
areas and the~eby ger.erate a more equal distribution of 
economic benefits among the various population groups 
and different areas of the country. 

I 
I e I •• 
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The project, i.e. Project for Promotion and 
Development or Small Industry (BIPIK Project) set up four 

major targets : 

1. Education and Training 
2. Extension Services (Field Assistance-

"TPL' s") 
3. Technical Assistance in the field of 

technology, provision of simple machineries 
and tools, and managerial training. 

4. Marketing Promotion and Information. 

Types of Assistance supposed to be proyided to small scale 

enterprises. 

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 problews of small scale industry. 
BIPIK has sin~e 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 industries was established 
through DJIK. Regulations to provide special incentives 
for small industry (such as reservation schemes, financial 
assistance schemes and procu~ement schemes) were being 
stipulated by the government. 

In the fie~d of market promotion, DJIK/BIPIK is 
supposed to give assistance to small scale industry 

through several: activities. . . / .. 



In product development, BIFIK has planned a special 
section/or Product Development and Design centre to try 
to provide quidance for small entrepreneurs. 
BIFIK has also set up 14 Market Promotion Centres where 
the smal1 scale industry/entrepreneurs can disrlay their 
product~ without_rental charbes. 

The promotion centres are situated in provincial 
capitals like Denpasar (Bali), Surabaya (F.ast Java), 
Semarang, (Central Java), the capital city of Jakarta, 
Padane (West Sumatra), Bandung (West .Java), Medan (Jlorth 
Sumatra), Banda Aceh (Aceh), as well as in district 
capitals such as JUrakarta, Magelang, Pekalongan, 
Pematang ~iantar, etc. 

A program of exhibitions on the district, provincial 
and national level, as well as international level in 
which small entrepreneurs are invited to participate free 
of charge or at minimum cost has also been launched, 
through coordinated operations among agencies such as 
KAF.d:D (National Agency for Export Development), Directorate 
General of Cooperatives, Directorate General for Jomeatic 
Trade, uirectorate Gene1·al for Tourism. 

Foster Fati1er ~chemes ("Bapak Angkat") and Sub

contracting ~chemes 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 neservation 
Schemes and Purchase Reservation 3chemes. So far the 
initial objectives/targets for ..)JIK/BIPIK in the 
marketing field. In the following paragraphs I would like 
to give so~e co~.ments. 

• • I•• 



l+. FOSTER FATH~;r F'ROGRA+~1ES & §UB-CONTRACIING 

An important aspect of marketing for the SSE is 
the sale of intermediate goods and products to other 
larger companies makinE finished products for domestic 
consumption or export i.e. sub-contracting. 
In this respect various types and agreements exist. 

14 

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 materialsn on more 
or less favourable conditions. 

:;xamples : Semarang takmur, Semarang 

P.T. BAKA, Surabaya 

Cipta Niaga (GVT Trading House), 
Medan 

(Metal) 

(Leather) 

{Yarn/ 
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 tte Foster Father Programme is built on an 
'idealistic' basis and should contain such important 
elements as training and general assistance to the SSE 
and last but by no means least, assistance in ;arketing 
either by buying the semi-finished goods, or, parts, or 
by actually marheting/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. 
Jpeci.f'ic contractual obligations ruust be drawn up in 

.. ; .. 
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each case and written AGRE.El1ENTS countersigned by 
BIPIK/Kanwil for these to act as Arbitrary officials 
in case of dispute over late delive~y, inadequate 
quality, delayed payment etc. All this has been gealt 
with at length in Team Leaders excellent Report No. 15, 
11where several examples are mentioned after input from 
Ursberg, Harklund, 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 "Hearing11 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 (idealistic) 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/ 
cocmitments of the "PARENI'" company. Incentiyes would 
also in my opinion be a necessity for a successfUl and 
more rapid implementation of the programme. 

Government or Department of Industry should also 
seriously consider to impose commit~~nts from campanies/ 
ventures being established when issuing licences whenever 

applicable. 

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

.. ; .. 
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or t;ke responsibility ror training a certain number 
of SSE's and supply these with necessary equipment. 

Where "the Fath.;r" takes on responsibilities at 
a larger scale some sort of periodical tax - reductions, 
subsidies or the like should be implemented. 

16 

In addition publiiised awards should be given for general 

In other cases it is essential that BIPIK/Kanwil 
(M.I.E) steps in with parts of training, some maschinery 
and last but not least quality control. The latter recently 
took place when Kerta Niaga (GVT Trading House) through 
BIPIK/MIE Bandung finished an o~~der for 5000 pairs or 
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 G1lT - Trading Houses and 

bulk buyers. 

Another inter-esting 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~ (table-cloths/bed-covers/sandals/bags/ 
wall-decorations etc. to some 1.400 wifes of becak-driver's 
(3 wheel bicycle for passanger) wifes, providing them 

with cloth and 7arn •. 

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 

• •I•• 



could also boast ~xports following participantion in a 
couple of foreign fairs through NAFED (National Agency 
for Export Development). 

Kubota Motor, Jemarang, 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 Prograi:-..ne becomes : 
some 'delivery' of raw materials w~ich f .inst. can be 
scrap. metal which the s.,E has to collect himself. 
Example : PT. l•.:AYJtiUR, 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. 

FurtDer examples of identified products with market/ 
demand/production potential are enclosed in Appendix III 
with sub-ann~xures. 



5. COOPERATIVES 

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

However, outside the rural/agricultural field one 
rarely finds actually operating cooperatives in our 
comprehension of an actual Cooperative. 
All too often the so-called Cooperatives "in operation" 
is limited to comnDn 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 character, which in this sense is very 
individualistic and family-oriented as well as a deep
rooted resistance because of previous bad experien~es 
with tbe 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 imaLe in the thoughts 
of the indigenous industrial entrepreneur, mainly for 
fear of being embezzeled in one way or another. 

However, 'Joint Bodies' and or 'Assosiations' with 
minor economical co~Jllitments are more readily accepted, 
and hopefully the establishement of Eini-Industrial 
Estates with their Common Service Facilities (C.S.F's) 
like machines training, etc, together with the Market 
Promotion ·~:entres, will initiate the feeling and 

.. / .. 
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understanding for the Unity is StrengthTI, which 
presently is absent on the grass-root level. 
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5.1 G~NEHAL BACl'~Gf~Ot.:ND ON GJCPZRATIVES AND ASSOCIATION 

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

It cannot be der.ied 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 
management. The most obvious example in tiiis respect is 
the meagre bargaining strength of a small-scale enter
prise in the money, materials and labour markets. 
Another well-known exan1ple is in tbe field of competition 
between a small and a big company in which the latter 
makes use of extensive advertising which the smaller 
firm car.not afford. 

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

Forms 

The forms of inter-firm relations are manifold. 
They range from loose ties with occasional interchanees 
of experience via associat:ons and co-operatives to 

I 

fusions in which the partners merge into a bigger unit • 

.. / .. 
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Except for the latter, all forlli~ are such that 
the individual partner is still his own :!laster. Most 
cooperation artd association of small-scale ind.ustries 
concern firms in one region, wh..i.ch assures good contacts 
between the partners. Branch associations may, however, 
cover firms scat~ered 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 : Production 
means (e.g. expensive machines, subcontracting, to each 
other); rnanagexent policies {e.c. penetrating a new 
market, no 'cut-throat' competition, specialization 
air.one; partners in tt1e same brai:ch of industry); common 
department, facilities or service (e.g. display or 
exhibition, survey or advertising in the marketing 
function, research and development in the production 
fUnction, purchasing, engaging outside consultancy). 

- Advantat;es 

O Less cost or higher volume; 

O Bigger batches; 
0 More capacity {acceptance of bigger orders); 
0 Less waste (less duplication of activities); 
0 Better methods as a result of research or 

specialization; 
O Shorter delivary times if operations can be done 

in parallel by partners; 
O Better bargaining position in r:iarket s, e. & • export, 

or with governmental agencies; 
0 .;Jtandarciiza tion ( e. £. in ad. .. ~nis t.ra tion); 

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

In fact, ~here 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 do:;med. The most important factor for success is the 
attitude and willingness of entrepreneurs/managers to work 
towards com ron goals. 

- How 

St~dies of failure and success of cooperation between 
S!iall-scale enterprisi::s revealed the following hints : 

0 Start with inf:,r .al contacts, organize regular 

meetings for a considera:~le period (for instance, 
a year) and aim only at exci1ange of ideas and 
experiences. In this way, tr.ist among the members 
will £TOW and the result will be an insight in~o 
conmen pro~;lems and possibilities of cooperation; 

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

0 Start 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; 

O Know that, after a good start, it is relatively 
easy to develop the cooperatir:n amon['. more members 
and/or in more fields. 

. ,. . . 



\ 

6. DISTRIBUTION CHANN.SLS 

To try to draw up general distribution Channel 
cha,rts 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 Pribu:ni 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 almo~t entirely dependar:t 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 Research (demand), 
supply of raw materials, product development, supply of 
minimum "workine capital" as well as physical 
distribution to customers. 

And these "middle-n:en!' 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" 

and 

Small Scale Investment Credit : K.I.K. 
PermaHent Working Capital : K.L.K.P. 

Trade Promotion Centres (1*) 
Foster Father Programmes 
Sub-contracting .i:-'rogrammes 
Purchase Reservation Sche1r.es 

Product Reservation Schemes 

/ 

Bank loan 
facilities 
for ss::. 

(Sec 
below) 

.. ; .. 

' 
I ,, 
;, 
I 
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these have by far rPached effective implementation yet; 
leaving the "middle-man-type" of distribution the 
prevailing one. 

Recognizing that the "middlemen" are palying an 
important role w~thin the marketing and distribution 
systems f'or the SSE and actually act as a market 
researct-body, it must, by the same token be realized 
that their trading (econon:ical) 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 "ownedn (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 
11 Joint-bodies 11 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 marketinc: actj.vities like market 
investigations, product development and actual sales 
efforts towards potential customers. 

There are encouraging examples of the abo·ve vi thin 
the Foster Father and Sub-contracting Schemes even if 
these .rogrammes are still in their initial stages and 
need further and strickter "rules" of implementation. 

However one should be careful to "disturb" deeprooted 
traditions too much. It is a ir.disputable fact that the 
indigenous Indonesians in general and by tradition is 
"agro-oriented" or, if an industrial entrepreneur, 
:t;rOdLtCt oriented at the Small Scale Industry level. 

I .. / .. 
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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 nat1.1rally there are sub~tantial 
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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'?he 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 MIE's with common service 
facilities (CSF's) or just emerging from natural 
cluster of SSE's~ 

In any of above mentioned nmodels 11 of co-operation 
the necessity of common sales-offensiyes and market
oriented product development must be recognized as just 
as important as production itself. Days are over when 
one could wait for the c~;stomer to knock on the door 
wanting to buy. 
The dessemination of apprehension of the importance of 
production ror demand is therefore imperative to the 
SSE's survival. 

In this context I think BIPlK's Fromotion Centres 
(and TFL's- 11 Extension Officers") will have to play a 
very important role, not like today when they are merely 
functioning as (badly visited) exhibitions 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 J'aya, Suzana in Pulo i:as, and the newly 
opened Sari .~hopping Plaza which boasts 90;:; of goods 
sold to be domestically made). The followir.g 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 prove both an advantage and a disadvantage 
to the SSE 1 s. 

The advantage should be stimulation of local/ 
regional entrepreneurship 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 de~and from a wider market. 
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This calls for a progressive policy prcviding the 3SE's 
with a better market inforRAtion syste~ (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 !wo-way sup~ly 
1nd demand information and act as a Trade Exchange Jlg~s~ 
or mediAtor, also for Sub-contracting. 
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7. BIPIK PRm:oTION CE~1TP.ES 

BIPIK Promotion Centres should and could play a 
much more important role as a distribution channels and 
marketing 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. 

i·:oreover the following characteristics usually would 
be found : 

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

2. They have little or no contact with business~en, 
traders or other potential customers and there
fore extremely poorely visited. Tbey are badly 
pro~oted/advertized (but mentioned on TVRI when 
high-ranking officials a seldom time visit~). 

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

4. They have 11 t tle or no contact with tl !e SSE' s 
themselves - the ite:ns have just been collected 
or bought and "put on a shelf"• The items exhibited 
are oft£>n absolete or out of production. Brochure 
material/leaflets are of bad quality and cive 
little or inadequate informat·i.on to potential 
buyers. 

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

6. Information on price and resource do not exist 
or are inad~~'.1:1te. 

I . . . . 



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. 

10. Their coIIIIlercial value for the JZZ's is there
fore close to Zero. 

What can be done for Promotion Centres ? 

Being aware of limited resources it is understand
able 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 Snall Scale Industries "Face towards anx g:cket" 
no efforts should be left un-attempted to ~ them 
~ they are called : Ftomotion Centres of Small 
Scale Industry products and Handicrafts. 

They should become Promotion, Info;rmation and 
Actiylty Centres. 
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Since they are "Non-co:nmercial" in comparison with 
"Sales Emporeums 11 why not turn them !!commercial" through 
link-ups as mediators with : 

1. Trading Houses (GVT or private) 
2. Chein stores/wholesalers 
3. Cooper.9.tives or other joint bodies among 

entrepreneurs like oreanizations 
4. Merchant organizations 
?. Makinc them Exchanee "Bourses" between SSI and LSI. 

(Sub-contracting). Up to date resource 111t~ 

I 
• •I • • 
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6. Infonnation Centre~ for SSE's for design & product 
ideas, scetches, possibilities of cooperative 
recruiting, market information centres helping 
entrepreneurs to discover new product possibilities, 
new markets and distribution channels 

7. Hore 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 
criter.ias-for further active "offers" to above 
mentioned 11 bulk-buyersrr (samples) 

9. 11 Forces" distributions of professionally made 
brochures stressing the above points to business 
associations (KADIN), wholesalers, big retailers, 
Hotels, etc. 

10. Close co-operation with the LIK's which often have 
the disadvantage of being even further away from 
the active ma1·ket 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 
ancl addresses, cooperatives, joint-operations, etc 
between the different regional Promotion offices 

13. Joint National Exhibitions 2 - 4 times a year 
14. Even closer cooperation with NAFED for foreign 

Exhibitions/exports 
15. A permanent National Promotion CeIJtre should be 

arranged centrally in Jakarta concentrating on 
Small Scale Industry products. 
This would have to be professionally operated and 
could very well be coordinated with a Toursm Centre. 
At least a wine of tbis National Promotion Centre 
should be civen adequ:::i t ~ fa cilj ti es at thP- YEW 

CENGKAP.ENG AIRPOf'T, due to open in 85/86. 
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All this woLld 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 
Promotion Centres are located at the same premices. 
(which they are at several places). 

At any rate it is recommended to modernize and 
activate the f romotion Centres to become "1-:Ha Tr:.A.DZ 

CEIITlli!;S 11wi th at least one progressive, experienced 
BIPIK official as leader. If located at different places 
easy communica ti.on (telephone) between the Fromotion 
Centre and BIPIK Head Office for speedy references 
would be imperative. 

The I'romotion Gentres (MINI TH.ADE CEi'JTfu;S) should 
be developed into the natliral MEETING PLACE between the 
Small Beale Industry and the ~~AHKEI' as sugh with 
up-to-date exhibition and information of the regions 
Small Scale Industry's Products. 

The above should be promoted strongly (brochures, 
leaflets, adve1·tisements, through Tf-L'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 
could be more effective could look as follows : 
(In this context I would like to draw attention to a 
U!\IDQ descr:;,ption of lndustrial_Marketing Centres -
U!Lappendix V) 



7.1 HH:I P'.:.iSTRIAL ESTA:'1~S (MIE's). 

The Mini-Industrial-Estates will not doubt be 
covered by the reports of each of the Industrial 
Zngineers in each reLion as well as the Team Leaders. 
From a marl:etint: peint of view though, I would like to 
make scme points : 

1. Cost consideration of transport of workers to 
and frcm the Estates. 
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2. 8ost consideration of trarsport of raw-materials 
as well as finished goods (they are in most cases 
located far from the market-plac~ a?:d one can 
hardly expect tne cuGtomer-s to go tr.ere except in 

specific cases). 

3. Produce for dexai:d - also in tt:e r.:r:' s. 
It's important that the entrepreneurs already 
when entering the HI~'s, tbrou[;h training - learn 
to adapt to market ue.;.and anc.1 pries s. 

4. Close contact with Promotion Centres, not only 
exhibition s:ace at the i·:.I.E. 

5. 'ihe I·:.1.2. 's should form excellent Sub-contractors 
as Contractors (or Parent Company in the Foster 
Father Programme) wo1:.ld be able to give exact, 
detailed infonnation on requi1ements and 
entrepreneurs with the richt machinery and training 
in the C.F.S. (Common Service Facility) should 
learn how to meet requirements. 

6. BIPIK/ should furnish ~.n..:.:' s with new product ideas 
tr;rough general marl:et research and samples. 
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a. RESERVATIO!t SCFE:-:Es 

The Product Reseryation Scheme which reserves an 
extensive list of products (suited for) in all categories 
for SSI will be dealt with by Team Leader Dr. Vepa in a 

separate Report. -

The Purchase Reservation Scheme which was launched 
in 78 initially in order to promote domestically made 
products vs. imported goods. 
(Presidental Degree Ho. 11+, 14A and 18). 

The Scheme, aiJDing at reserving some domestically 
made products in GV7 - agencies procure~ents etc. was no 
doubt in the best of Inte1:tions. 

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 concept of which specific article~ 
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 
ruultinational companies generates 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 
Indonesian C9nsµmer Association in a highly critical 
article in Kompas (Indonesia's largest daily news-pa~er) 
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 answ~red 
(July/~UGUSt 83). 

I .. / .. 



7he main advantages then with this Scheme/Decree 

is that Governmental purcl:asing on National, and, 
especially on local/regional levels should give 

preference to locally based firms even if there is a 
c;er1eral tender. Naturally these (or limited tenders) 

will benefit loca.l industry but not necessarily (not 

likely) SSI. 

'l'he only reservations stipulated are that the 

firrr./cor.ipany sellinI;, should have more than 50;; of 
the stock on indicenous hands/or tr.at more than 50:~ of 

the employees are Indonesians. 

lf t!w Decree/dcheme is supposed to benefit :;sr 
a rev~~': is ce:-tainly called ~~or. 
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It i,.:ot.:<.ld be an advanta[:e if the G1!'.:'-procurement offices 
at different levels established a minor "SSI-procurement
depart:-.~entrr with one or two persons supervising and 
attendir.;_: the interests of the 8oall Scale Industry. 

In this connecti.on it would be desirable for the 

lH·ov .i.nc j_al G7T procuren·.ent offic0s ( tot:ether with the 

special derart::1ert for SSI) to critically review which 
typ 0:? of articles/product and require .. ients that can be 
met by local SSE's. Chairs and desks for schools, 
schoo: uni.forms, towels of all types, .'.shtrys, wastt..:

paper-~askets, paper pads,brooms, washing-cloths, etc. 
could easily be reserved for small scale industry-vide 
Product reservation 3cheme which .l.n ti.is coMectJ.on 

should be scrutinized - both providinb marketing channels 
for locally made goods as well as ideas for entrepreneurs 

for dj.versification and/or opportunities for 
establishing new ZS companies. 

. . / .. 



In fact, the Product Reservation Scheme with its 
listed items easily should anj coul~ be the 'bible' 
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for the procurement offices and the PPIK's (Regional 
S:riall S< .::i.le Development Centres) BIFIK' s and their TPL 

1 
s 

(Extension officers) in their contact with local 
entrt;:)reneurs. Thi-s could also form an "order-basisrr for 
a local ::ini-lnd:.istrial-2state. Specifications and even 
worldnc ::i:an~als could LE: worked out or samples given to 
the entrepreneurs generating pride in using locally made 
products. This is naturally also the case for decorative 
items by artisans, like wood-carving, painting etc. 

Whether all the itei::.:s in the Product-Reservations 
list automatically should be included in the Purchase 
Reservation list is a practical question, but it should 
certainly be a quide and/or considered more closely. 

The above, - the forming of a "Special Department" 
for the benefit of, and concentration on 3mall Scale 
Industry - should also be formed within each of the 
major state owned Trading Houses (Cipta Hiaga, Kerta 
I~ia ga, Fanca I:iaga) thus opening up for new and bigger 
(National) markets of specific articles, but this 
relates more to the 1-roduct Reservation :::cheme, which, 
as mentionec!, is decided to be har.C..led in a special 
Repcrt by Team Leader. However - I would like to stress 
that these two Schemes should work hand-in-hand. 
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9. MARKETING WOPJ<SHOPS 

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

This vas 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 tbe workshop myself, which was the 
initial intention. 

The basic concept/manual for t, .e above workshop is 

le ft T ear.1 Leader and my Counterpart, .r-:r. Usman for their 
perusal. 
Initial time-schedules etc, have already been discussed 
with BlPIK - officers and ~ draft manual handed ever. 

Ho\rlever, due to tbe fact that my Counterpart 
lately has "been ordered" to work witb other projects, 

I 

• •I • • 
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10. E X F 0 R T 

of : ; ~ ::iroducts :project h::::; bee.: underr;::ited especially 

tnat of t:1?. hcmdicrai't sec tor, ':.)Ut ~ lso gar:nents, 

~lain textile~, (6rey ~plain woven fabrics) rattan + 

~-,~s1':~trJ, all of w~ .. ic~ ·-i.re su.tt'.Jnt ic-1 sectors wit.:1in 

t:-;.e (:O~ta:;e :m,~ sr.i';ll SCr'le i:id~:-tr;y. 

,,. ..... :::::·: .. ··; 

.. r 
'-'· 

i:1crc '3Sed 

... 
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,,. ., .- 8C'i. :e:ti~)~. 

.... ~.,.1 - pr~:;.~nt situ~;tion ccr.lld be 

• .:;-+.; ~; t ist ics/promot ion/product ion 

consider:>:Jly. 

~x~ort Jevelopment) :~~·s h~ve t~e possibility to 

.·~rticipate at several !oreign ~r3de ?airs. It is 
i~~art3nt, however, to nsve a f~ir idea of production 

ca~·~ity before a product is exhibited. It has lately 
b·~e!1 experienced tha"'c w~e::, ~rJd if, ~n order from 

R~ro2i is obtained for 3 s~011 SC8le ind~stry product 

it c~ ::::0t be r:.et due to lack of c~:-;,city. 2xporters, 

:'.":• tic extiort m~irket~' th"" ex:-ort ·:r ver;; zeldon get 
a 's~cond ch~nce' - if t~e or~er is not ~et both 

qu3ntitstively, qualitively ~s well ~s on sc~edule 
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~xpgrt Gertif icate (ZG) and 3er.eral 3ysten cf 

Preferencies (G.3.P)/?uot~s. 

The :xport :;ertificate is O!le of tile ~casures }'/1! 

has t~ken in order to boost non-oil exports - giv~nc 

ex~ort incentives throug~ ~ cer~8i~ percenta~e (~r~~i~~: 

:Zov·;rn~e:-c~P.l 'payb-3c'tc' b:sed o:: fixed 'c!leck ?rices' 

for a nu~ber of ~roducts to the exporte.:-. -;:iirts ~:-,j 

retur~ of ex;ort v~lue ?ecding certain criteria. 

;iowever, e,wl even t:iouc;l1 t'.1is s::ste:~. l12a be~~: i:; 

o~e~atio~ sice 78/73 ~nd covers ~ ~re~t ~u~ter of 
articles it j9s b~e~ fou~d th9t t~e j~~·s ~re ~:t~~ly 

co"'.1:-:.tries. 

lar..::f~l" quotn.s (ir. co:1;·e!::ition wit1 ..,~iv.rBr:, :in;~1~·,)r•~, 

::outh 'i·:ore2 :::1d -:;'.'lie~:) no doubt \·Jill .Je f::r.L~~'.: ~o:-

sin cc ±'uture •.--ir:~ e:1t 
"';.~ ~ rrr···or f'y"'e1·-:-r-.,, ev..-.·~,,· ..... -ro r-o,,.,.,~f" ~ .. ·,-1 ,.., "t"'°r7 
;,;_, 0 !L'" .... c.. ~ ~. hvd .• f - ;:) ...0.0. -·· ,·._,I_., d ~ 

substent ie.1 creator of new jo:- o:iportu!'li ties ( lc!bour 
• +- • ) 1 · t' .,. S"'ct-or 1 ~·1.i~ co•' 'rncti'"' ,., in .,e:1.::ive et so in :-ie ., , " v "'" ~·- .. ~ ' ••:_,. 

• • I • • 
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The ~eneral Systec of Preferences (G3r) within t~e 

1}.!"\:'·:' - Syste:n is another advantage for the 3SI which in 

~y opinion is insufficiently known. ?hrou~h th~ 
International GS.i' - System handicraftr; are supposed to 

enter importins countries free of duties, quotas 2~d 

other trr.de b9rriers. 

This is es~ecially i~terestin~ to the JS~ since so 

::iany of their products are hand-or!de (batik, r-::tt~m, 

woode~ ~~ndicrafts, cera~ics, etc). 3overn~e~t~l 

off ices s~ould ~e ~3d~ iore Aware of t~is n~~ i~ =y 

_.::.i.=:.S.. c;. special ''JandicrG.!'t SXport "!erifii:ig 3ody'' 

h2ndicra!t ex)orts pctenti~l. 



As ha::idicrofts and artisan wor~~s/products 

tradition~lly ~re deeprooted in Indonesia and re;res~ut 
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a substarticl labour intensive sector within the cottace/ 
small scale incustry it is a question w~ether 8 's~ecial 

branch' of the BI~IK should be devoted to handicrA:ts 

nlo::E·. In studies of :: .. :done:sian ..:19.!idicrc:f'ts (·..rood. 

carvi~:~.::: (fro:'.1 J:J.li) - ger::iine h~:::ic. 'pai:ited' bnt iks, 
pei~tin32, etc) the difficulties in ~arke~ing t~eir 
,roducts n~s bee::.1 a ;rowing proble~. 

I:i a ~:::ireliminary study of Jali hendicr:ifts cnrried 

out by I~, UrsberG, ~urabaya he points out so~e of the 
problems which !leve lea:: tu ::. decrease of jo'::l-

(s~o?s) products t~rouchout Indonesia, but c~peci~lly i~ 

1ali, further e:!orts s~o~ld be msde in trie ~ark~tins 
field.. :';1is w~s covered in tri?-:-~1;orts bot~ by 

wcr!:-s:'l.op'' the.;-·e • .F-art of the decrease of s&.les of t:1is 

t_;pe of ~rtisRn products n!lturF,lly is due to ~:ie ge.:e::-Fl 

~3ut t:"ler . .: ~0 rr.: ot~rnr i!:l;~ort<int f:ictor:.:; poir1ted out to 

]L-11: - o:f'fi~irds as well ~s sev~rrl visited ~.rtis~·:~s. 

·:··n~.;· '.:oo, :1sv•:,; to le8rn to £r;:,du~e to dW:1')Ld. I1i1~re ~·re 

li·-,it~3 to w·-iat r' _:;· r~:et co.!1 ab::or;; o:!' t'1<J ;:ir:i:.;t:c 0 t L? 

sculptu.r,:s. 

·ri-..p ,..u-·-.-c::.i-o,< t·:,..,,, ... 1 . ..,1 1 "I'~l.·Cr"""'t :JJ''"lC"' or ;.;l" 
.Jo. ,4.,, i.;J _J·.:.. . ..,,i •-'-'-"' .J.J..../ . .,;\.. C..-. 4.U ,...... '.l I ) . L ... .1.. .J V• \, 

!'iar~: 1.:t ;)ot,~mLiol for :aorc! pr8ctic:.,l/fJnc~ional it.:;:;s/ 

products - llxe s?lod bo~ln, or~~e~t~l tiles !er 

C"J ... -, 

. ' 
". •"'» ~ ••• ,.. • ....- ..i :· .· ·.r .. ,., . \ 

/ .. " .. 
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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" off. inst a map of 
Indonesia; targett~4 at schools should/could be an 
enour~ous market for the woodcraft entrepreneur. 
This as a short note on woodcrafts • 

.9randing 

It has been found t~at handicrafts are almost never 
'marked' or 'branded' 1md it is s-.iGb~st~d that BL'I!~ 

in;stitutes a special ''tr~de-.:H1rk" (or 'seal' for t:x+;~leo :·. 

basketry) 1 ike f. inst. : 

\ 
Cf f icial Cfficial Lf f ici8l 

Sarr;~· 1
_·.),, 

0~1 

w::--.ic!1 s!:lould be burned into, painted o.i to or e~1gr~nrcd 
into h3ndicraft nrticles. In tne cnse of J~tik it could 
be 'pair:. tcd' i:Jto t:H: edce of t:::.e .:-a:::;r ic. 

8Ud could thc~efore j~ve Jee~ ~~de anyw~ere. ?he ~a~e 

tourist - r;·-~les r.s wel·i :-•s ii~ e::~'ort. 

• • ,! •• 



?urther suGgestions to assist in r:-.nrketinG of 
~Ht·:d.icr3fts have been :.::3de and includes : 

a) Joint 3odies/sales ventures like specific or 
joint n~tional sales/ex~ibitions in Ja~art~. 

(have proved successful so far). 

b) 3etter (al$ost non-existnnt except for the f~,cu~ 

artisans) mer~ professionally 2~de broc~urcs and 
le&.flets could be ;;,:id.e on P. joint b<'lsj s wi t;1 

gJ~IK's !ssistA~ce. 

:r3. \r.lple distrib1Jtion =nust be secured. 
c) 2mba.ssi~s (through h;._t, ~J) aoroed could/s'.1ould 

promote Indonesian 1andicrafts in a more RS:resi~e 
manner. :;everal collections of artisan products 

could be staged and sent to Embassies abroad (with 

sufficient back-ground infor~ation) and these 

could invite art-dealers a~d potential buyers to a 
•reception' exhibiting, batiks, ikats, wooden 
sculptures, other woodcrafts (Toraja) bamboc works, 

basketry, rattan, etc. en a rotating basis. 
Important in this context is to h3Ve a suotantial 

and extensive Resouce - list and Rt least Giving 
approx. ?.0.3. prices fro~ en~re?reneurs with 

quantitative and qualitRtive abilities. 

(see appendix VI). 

~s an exa~µle of scme of the above I would like to 

mention a co::-1;.'imy in Jurabaya (!-:rs. ~'r .ihadie) t'.1at ~wd 

dcve loped in to a thri v i!1t; hand i,~raft export business 

t:u·ow~h rcit 2 - 3 ?orei:)n 'i1rade ·'i::!ir': (witll t"ie ri:3S i.stR:-::i: 

of .;,._:.<'.:..J/Jll .:.!,). T:ie lr1dy runnin,-r t'.':le co~:i::2n.:r had 

i:·1 it. i 8.l ly e:-:•~i::· i ted, tr~di t iorrnl or.!1 '.1~en t R l WiJOd-c re-, ft:~ 

collected from ner own works~op. (5-6 woodcrafts~en). 
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Upon req~est fro~ pote~tial customers for more 'practical' 

iter::s like ornamental doors, door-decornt ions, window

fra:~e decorations, wooden n~pkin (klenex) box-holders, 

wo0den clock-boxes (knoc!t-down), bed- "ends'' /posts, 

parer p~d ~ pencil hold~rs etc, all with ornemental 

il~nd-c~rvin[s, mor8 or l~ss custom-2~de, after draw~n~s 

a~d ~u.:::·~s Li ::-ns frof:. her r.-.8 in custo:ners w:1o:n sr1e no·{: 

visited rec~13rly. 

e~tre:reneurs) who, efter trai~in~ at the co~~~n~, h3V~ 

o-=co:::e her .1..&i!l. .su.:;r:Jliers. c;lose co:"!tact witl~ t:ie cu::;-+_.c::::.•.::·~. 

adci":io:::~l i'roducts lik•: b~i::>ketry, textiles Rn:! ·J.:-:t:·r.t.s 

also ~ar'.red out to sub-cc,n-srrictors nft~r i·.iti'"'-l t~·,~ ::·: .• 

~al,~::; ::ro.:. ~1er ow:.: s:-.i.ow-rooo in ~ur0j2:·~-:. '.'8..S also -c ·:·"'., 

e:.;_,,..:ci'.llly to t:ie i~ ... terc~-:ional co::2-:rr,ity. 

C ;-- .. , .. ~ .... -,..,. i .~ ( ~ 
·...)..,. • ..; v~ ~ ·- ..._ .. 
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12. RECC.!Mf.J::ND: .. T:i:~ 

1. 3trec.~::li:iin; 8.nd in:;>rcver!e:it of i3I.i:u: Pro::-:iotion 

cooperation with ~ini-Industrial-Est~tes r.r.:. 
('.Jee s.,.ct i_2_n on ?romot ion al ~entre s this r·=por-';) 

Improve staf:inG anc increase activities. 
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2. A fixed i1erm~:ment exhibition of 3mall Scale 
Industry products with export potential centrally 
in Jakarta. Continued up-dating and substantial 
Resource Lists with approx p~ices would be 
essential. Products from all over Indonesia, 
adeqatelly 'l~belled'. 

3. .-"-.Je quate per::12:~ent exhioJi tion/:rom.ot ion jentre 
wl~h ssles opportunities &t :enhk2ren( ~ir~ort 

to be ru!'.l JS 0 :::;~les ~m.roreu::. u::C.~r t: .. e 
· · f ·3'T··1··;~ 11''/···· ,..., ·n;·· ._ ..... f" surervision 0 :~'-!. lJu .I\ ...... .;.,..i .Je;1arv:~e;i~ ~or 

'~1 ourisrn • 

.'.t. ?irrr~L1;;-u; of l~~u:1ch~d ?,o.::ter ~-'qtl1er _-ro,.~r< :.::.-;; ~e~,:: 

Suo-contr~ctu~l nsreements) by i~tra~~cin~ ~ere 

'co~trRctuRl' o~li:~tions on :oth side~. 

repor~. In thi;:; c::i.text iritroduc~ :;o:·:e ecoco~.i~r?l 

ince::::tives 3ccordin: t::i trii: d~:·:ree of co:;--:;it i~::,:, 

w·1ich ~, ·::;in S'1ould be defii:P.d :~or1~ cl!'.· ~.rJ~; :.:·:.:·ti~ 

(3e~ pg~~ o~ Poster ~~ther included in t~is 

r-.?: ort). 

be very i:::,jorts~lt in t:1e 'creation' of new 

pro.j~cts, new pr·oducts suitfl:)l~ for· s:~;:1ll-sc·~1~ 

i::iriu.~.'.tr;;. 

I 
• •I • • 
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It should also act ~s a 'bourse• for re?licati~~ 

s'.J.c::ess rrojects fro:1l :i.·1e p:1rt of t'.le co~L-:-:r,y tc 

WCJU lei 

w,d :~r~ 's ~s ver~!· i:r,por~Pnt. T~e above s;1c·u ld 

Bls~ i:1cluc'!.e a '9acka~ing' sect ion ci vi11,: ·-e .. •.:r: 1 

P.::c sr:ecific ·;~vise o:: 

..,.!""0 
.... .. _, 

~~: - 4 -;:e;-30!"'~f', wit'l:i:1 ~overl1':'.c. 1tal ~ro~ur~·::~;;t 

a::id bull~ :)uyin3 offices (hospitRls, '.:?:E, p.._;;, 

~.:.r~ilro~;d :~nd all oL::..er ;TE - f~r.· ~1ced 

'i::sti:ut~o:~.s') to su~ervL::e, t'"le i'.:~)le;..!jP.:.:,:Li.c::-1 

o~ _-,urc:1c~Ec> 2::d J.'roi~ct ·.~e'.:iervetion ·=.c:1e.,e:, ;.:-:: 

o::- b'J.l~ buyin: te!1ders - scu~i:-iizin:; t:1e.:>~ f'or 

o~tional (re~ional) p~oduction ...... ~ , 
'-',; 

cooperntion: ~i~~in t~c~e. 

8j f. i!1st. i'i:i.'s or ;::>e:-~>onJel qur,lified to ~ . ..:._~~·t> 
"V;v:;t t~ie 'JOtP~tiBls of thE! >~Si~:·;·~ r>r·"'·: are 

and a~le to, P.G well <JS '1::ive t:ie pm·1er to, 

ir-.~.,le~e!1t orders or s:iare/orders. ! .. • , ~n.nlJ ·.r.:3le 

lnd'.l::;tr./ '}~part:ie:it'' withi!l 8 procurs::1c'lt office 

should/would in fact be etle to fin~nce its~lf 
=1rovidin::; tne ri;:ht attitud~ ?.:1d :Jc,tur~~11~" 

incentives t0 become ·· .3mall .}ca le lnd'.lstry ':3 

Frocure~•ent Cff icer" are t:iere. 

~~is is im~ortant also in relation to ~18's aud 
Promotion centres, not to sp~ak of ranee :;laca, 
Kerta Jia~a, Cipta Niaga and (former) F.T. Leppin • 

. . ,' .. 
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7. S a m p 1 e s. 

GVT/BIPIK/DJIK should allocate adequate funds for 
samples of Small Scale Industry's products (incl. 

ha~dicrafts) for export and domestic use. 
(•,.;ithout S_?.mple one cannot 'sell 1 - and that 

goes both ways - if a co~modity is to be ~reduced 

by SJ~'s rie has to see ~ow - and if he is 
sellint; sor:iethins tLat is already ;>roduced or in 

production the potential custoners w?nt tc ~~e t~a 

product ~efore buyin~). The poi~t of hovi~~ 
actual s~:-. .-ples when sellin3jbuyint; so;T:et:1i'!'.l:;, is 

\•.rri tte:-i r.:iscr i;n: i:)ns of [i :'·roC.uct cire ~r-:r fro:·, 

~:..'.!all 'i~ale lndu~try is by t"i<; vcr~: '1?:..;.re o: .:.t::: 

c~11.r:-;cter wor'~e'l out by i~idivii'..lq~i~::~ - w:-,ct"·1er' 
,.... ,... ~-· '-.}..,,. 

'?l1i.s .:1.oeJ ~ot rr:~·L1, howe·,er, t,1~t t~1e:; s:wJl:: 1 0·~ 

'11::,el' or ':':.c1:-J{' their products i:: '.'::f~ ··:8:· or 

as::;o3i· tion!·> :::nrl/or coo:::ie:::':~tivu:,; c-:::: De .2.'< 1 "~, 

~'.lt ·~~:Ji. cfi.'i<.~iP-J. .::".::-.:-.)~.,, :.H~~l~;, pri .. ~.- ~er 

1ur:~i:-1_~ L1 rmd otkier ki~d:J of 'trade ~:;:·.1,~s'' ::~ ~·J.d-~ 

e .,·r)ort ~1"·11,, (r:~·'"· -···c' .. ~o·~. "'I J."·· -~:r rP r·r..t·'\ 
., ~ J. ~ r":. f '·' ' .... ' ., ...J - . w - "... - .. ~ o... ••• i.. .._ - J ~ V I e 
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9. Jisperse inforr::Ftion on export potentials ('.:::;x::iort 

.::er:if:icate - ··.:.:;~" - 11
.-;;·-.;•

1
) to t~r' level of-:":·:·~ 

11. 

ct~erwise it will ~ever reach the 

'I'he cli.:.fere:.J.t .r:~. u.: 's s:iould here work in clcser 

C)v;-·ir:-r:it ion wit '.1 ~ • .'J.' -li. 

been util:'...3ed fully; t:.e:-~ are o;;tions ~o::- :::Oi.'e 

active seles pro~otio~ work, es~ecially i~ ~je 

he~1icr~ft ~ectcr. 

1) • . : .·~c:~ionr:l :.ssociati,).!1 of J:;;:..11 In~;,,istries ( .. .. ,.1) 

coo;:i·.:;r.?tir..; Hiti }~;;iJL\ (:H.r~.l - ma;y be set :i: .. to 

1 " ..... 
~~~ even as a mediAtcr/arbi~r~ry pRrty in d~s~utes. 

~0:1r.t~r-,)a.rt::.; t::i ::xp<!rts s'.J.culd ~e s~l~ct<:'~ v:i::~~:, 

t~~ ~anwil/~l!l[ or~enivJtio~s thu~ e~8b~lli~~ 

'frc:::-:eworx of C.evelo;n1ent' to co.::itir:ue <;fter 

pro,ject -~ouc:er~Jart will Oie !J.·~~: ~;ever.<:11 •·0us:_rP..-,S 

ODP.rr.iti0::2' ;;oi:1-:; d.uri~r:; :-1:~:3 :::sit:r: 1 :1~';--'f:, ~:1.~ w.:.:~ 

definitely not return tc 
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"Overhead" projections 
of aain topics. 

IDtro4uctiop 

. /_ Appendix I 

SESSIOll I 

MARX.ETIBG VOBISBO.P 

QEIEIUL ABOUT !UBDTIIG ARD IBFOWTIOB/ 

COmmBICATIOB 

1. General)3 (all over the world) the 
word "Marketing" is aiainterpreted 
to aean "Distribution" or "Sales•. 
llthopeb "Distribution• and Sales 
are Teey iaportant parts of 
"Marketing" as such - it ia b7 no 
means the total MABKETIBG COBCEP!. 

2. PlA.RAETING CONCEP.I! 

Let us tey to define it : 
- "Marketing" is that part of 

business activit7 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 consumption). 

In other words - all the dif terent steps 
taken from Product Idea, blVing of the 
right raw aaterial (at the right tiae) 
through the actual production (and the 
right technology to get a optiawl 
product) - pricing-packaging-•tori.Dg
aelling- (wholesale or retail) until 
its ultimate "end use" • IDdU8t17 or 
Consumer. 



The 1'ttketiDg concept aa auch -
includes several aanagerial end 
tecbnical eleaents in as much as it 
deals with the total b~ing - and 
selling - polic7 of a given tactor'7/ 
tira as well as the qualit7 and 
aesthetics or a given product. 

It is given that if the Qopcept ot 
Marketing bas such a large scope -
intoraation and co1111UDication are 
absolute necessities. 

How else could we aquire the 
necess11r7 data to know what to do ? 
THE CONCEPT is : 

1. 'l'he right product (quali"t7/st7le/ 
design 

2. At the right ti.lie/price 
3. To aeet the market demand (tiae/ 

!ashion/qualit7/price) 
4. ~Pind wants or demands and till 

them - rather than produce_ products 
and tr;,y to sell thea•. 

so lets :dei;vstif1 nark!t1".'g" 
There is no "SUPERPOHrllJLA" 
The qpestiqp is to prosluc• a pro4uct 
th!re is a demand tor apd get it there 
• the aarket. 

Bow this surely calls tor information 

.. 

, and communication. E8perialq when we 
are talking about the small and aediua 
scale indust£J. 



~ese parts o:r industry are usuall7 
"one-aan-operations" - seen fro• the 
aanagerial point of view - and it 
would be quite impossible tor this 
"one man~ to fulfill all these . -
obligations in the modern sense of 
management and marketing. 
On top or that, he has so - called 
"marketing proble11S". 

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 himse l:C : 
Why is there no demand ? 
Can I sell other places ? 
What other products are marketable ? 

Who is selling ? 
What are they selling ? 

.lt what price ? 

An so on. 

As you will clearly see - all this 
calls for information. 
Ind here is where I think the Kanwil/ 
BIPIK of fices together with the 
T.P.L's come into the picture. 

If we take one look upon the Small & 
Medium Scale Industry ot Indonesia 
the number or ditterent production 
units are so manifold (quantity and 
quality) that it is impossible tor 
one central office (DJIK) to keep 
track or "what is happening". 



~hat is why we have regional off ices -
and even then - tor 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 
cru.sial, 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. 

The 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 - ~ctive 
work or BIPIK and Promotion Centres 
is not only necessar;y, but imperative 
for the survival or Small Scale 
Industry. 

Without a "dialog"-that is communication 
- between the central authorities and 
the regional offices - and through 
these as many as possib~e of the Small 
Scale Units - business will in the 
near future actually be impossible -
which again means that great parts.of 
this "industcy" will die. 



This again aakes the training -0f 

Extention officers so iaportant. 
To make them able to select viable 
units and pass on this ia!ormation 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 customerjbuyer to knock on 
the door". 
We have to know what we can sell when - -
and where before producing. 
This is an essential part or the 
~arketing Concept. 

Where can the Small Scale Units get 
this information ? There is only one 
solution • through dispersed 
Informationjpromotion Centers - i.e. 
like the Kanwil and BIPII O!f ices who 
hopefully again will give and receive 
information through and from the Small 
Scale Units as well as DJII centrally. 

TRAINlfiG 

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



wiable §mall Scale Vnits 1111at.be made 
aware or their opportunities of 
training at the MIE'i common service 
facilities and gene:r·al BIPIK 
assistance, financial assistance 
possibilities etc. 

This calls for ever,yb~'s utmost 
attention. we have to be an the allert -
"both ways" - to be able to give 
information service to the DJIX 
as well as to the Small Production 
Units. 



"overhead" projections 
of aain topics. 

SESSIOB II 

A B.lSIC .APPROACH IO M.ARKEI'ING 

BASIC COBCEP!S 

1. ~BE ftA.iUU,'T : 

The aarket must be seen as the total 
group of consumers who demand or are 
likel:y to demand the product being 
aarketed. 

2. TIT-ES OF MARKETS : 

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

- !or articles which are bought 
frequently by a large 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. 

c) Industrial products market 

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

d) Service market 

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



3. TIE MARKETING FUNCTION : 

The business function of satisfying 
identified consumer demand at a 

~ 

profit to the unit marketing the 
product or the service. 



@SSIOJI Ill 

ELEM.t:NTS OF T.l:IE 

MARKETING MIX : 

"The 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 

3. 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. P R I C E : 

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 CC3TB. 
The .tifth "P'' namely price 
constitutes the INCOM . .C:. 



Hence we arrive at the most crucial, 
the sixth "P" in the Marketing :Mix, 

namely PROFIT which is nothing but 
the PRICE : 

(Cost of PRODUCT-+-PACKAGING-+
PLACEI1.l::d."ir-+-PROMOTIOB). 

BASIC RE3PONSIBILITY 

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

They are both dependant on us and ~ 
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 CONCEPr - from the buying 
or raw materials to the actual 
"end use". 

DEMAND SU PP LY. 
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ftARKET VISIT 

Objectives f 

1. To familiaris~ participants with 
the role that market intermediaries 
play in distribution and promotion 
of various types or goods. 

2. To observe different methods of 
point or 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 
and prepare a report based on their 
observations. 

3. 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 



2. What is the distribution pa~tern 
tor these products and at which 
level does the shop visited fit in. 

3. What are the trade margins (%) at 
each step or the distribution 
channel and what is the likely 
total trade margin ? 

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

How does the trader display the 
products ? 

5. Are prices fixed or is there 
bargaining ? 
If there is sny bargaining, how 
does the level or price reduction 
compare with the trader's margin ? 

6. How competitive is the business ? 
Does the level of competitiveness 
have any impact on selling methods ? 

7. Is there any seasonality in demand 
for some products ? 
I! so, what impact does this have 
on selling methods ? 

8. Does the trader give credit/get 
credit ? 

If so, for what period ? 
9. Does he deal in any small_scale 

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



• 

Get trader's views about small scale 
products. 
I! he does not sell s.s. sector 
products, ask him why. 

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

Types of outlets to be visited 

1. Consumer non-durables-wholesaler 
2. -Consumer non-durables-retailer 
3. Electritial goods dealer 
4. Industrial goods dealer-hardware/ 

paints 
5. Textiles dealer 
6. Consumer cooperative 
?. Cottage Emporium • 

• 



IlSIT TO SftALL SCALE UNITS 

Objective : 

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

i) To familiarize themselves with 
the overall structure/working 
or 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 en opportunity 
to identify alternative solutioJs 
to problem areas. 

Methodology : 

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

2) The units should have been fully 
·briefed and will keep certain 
basic, general data ready as per a 
format provided to them. 

3) Each group will spend 3-4 hours with 
the unit. 
A brief checklist has been given below 
which would or help in discussions 
at the unit. 

4) Sufficient time is provided after 
the visit tor each group to prepare 
a (30 minutes) presentation or 
their report which should be 
structured as !ollows : 



a) the unit •s background/ 
structure/working 

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

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

d) ~ other relevant observation 
made by the group. 

Checklist : 

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 What is the structure or the 
unit-one-aan/!amily/partners 

2 When did the unit start 
3 How did they select the product/ 

product group 
4 What was the initial investment 
5 What were the sources or finance

ovn money/bank/Govt 
6 What Govt •••istance did they 

use. 

B 1 What is the current investment 
2 Bow many men employed 
3 turnover in last few years

relate turnover to investment 
4 Bas there been a change in 

products/diversification in lest 
tew years-if so why 



5 What are their aain raw aaterials 
- any problems ? 

6 working capital-any probleas ? 

C 1 Get details of product/products 
produced 

2 What is the owner's view as t~ 

the quality of his product 
vis-a-vis competitors 

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

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

D 1 How do they distribute/promote/ 
advertise/canvas their product 

2 Selling terms - units vis-a-vis 
industry's 

3 Who are their main customers -
located where 

4 Who are their main competitors -
located where 

5 What is the level of finished 
goods investories/pending orders -
relate to average turnover - is 
it high ? Why ? 

6 Is there over-reliance on one/ 
two customers. 

E 1 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) 

2 .l!ter his past years' experience 
does he feel that his choice of 
product/location/process etc 
were right 

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



Karketing Workshop 

Background Note on Promotion Centres 

tor discussion of possible improvements 

BIPIK .Promotion Centres 

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

Unfortunately 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 
round : 

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

2. They have little or no contact with businessmen, 
traders or other potential c~stomers 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 SSE'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 or 
bad quality and give little or inadequate information to 
potential buyers 



5. There are no !!,E-to date resource lists 
6. Information on price and resource does not exist or 

are inadequate 
7. Some centres badly need paintL:ig 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 

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

What can be done for Promotion Centre~ ? 

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·~ze towards an.v market":' 
no efforts should be left un-attempted to ~ them 
~ 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 



3. Cooperatives or other joint bodies 
4. Merchant organizations (KA.DIN) 
5. Making them Exchange "Bourses" between SSI and LSI 

{Sub-contracting). Up to date resource lists 
6. Information Centre~ for SSE's tor 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, joint-operations etc. 

13. Joint Exhibitions 2 - 4 times a year. 
14. Even closer cooperation with N.i$ED for foreign 

Exhibitions/exports. 

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 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 "MINI TaADE 
C~NTRE3'' 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 Gentres (MINI TRADE ~ENT~d) should be 

developed into the naturai MEETING PLACE between the 
Small Scale Industry and the MARKl:.~ as such.with up-to-
date exhibition and information of the regions Small 
Scale Industry's products, and the above should be 
promoted strongly (brochures, leaflets, advertisements, 
through TPL's etc~-both towards the S.SE's themselves 
as well as the "traders" andtlthe market11 in general. 



A N N E X U R E lV 

HODEi. DRAFT ACKEft.MF.NT UNDER 

t'OSTER-FATllU SCHEME 

P.T. 

and 

P.T. 

This Agreement ie entered into bet~een P.t .• 

'. T. • in the preeence of Proje:t Manager 

1e BIPlK • 

This Agreement laye down the relationahip between the parent 

and the Sub-contracting unit. 

Appendix II 

It is agreed that auch a relationahip ahould be autually beneficial, 

1ased on goodwill, justice and fairplay. 

ARTICLE I 

OBLIGATIONS OF THE PARENT UNIT 

For this purpose, the parent unit agree• to : 

Purchase the goods apecif ied in the Annexure to this Agreement 

where the •pecif ication11 and prices have been indicated. 

In the event o{ an e11calation uf price1 of rav uteriab, tht! 

Sub-C"ont.racting.unit vtll hH• the riaht to re-neaotlate a 

autually acceptable prilce• 

All eupplies made by the Sub-contracting ..ait ahall be paid for 

as 1oon •• possibl! and, in any ca•e, not later thar. 30 daye 

from the date of 1upply. 



-

(tv) Goods supplied by the Sub-contracting unit should not be -· rejected on f li .. y groWld&; where •uch rejection is baaed 

on poor quality, it ahall be supported by teats .. de by an 

independent third party. 

fv) Failure to lift the •tocks as per the Aareement will aake the 

parent unit liable to action by the Govern.ent Aaency. 

ARTJCC! 11 

OBLIGATIONS OF SUB-CONTRACTING UNITS 

The Sub-contracting units agree to 

(t) Deliver the goods_•• per the price and •chedule agreed upon in 

the "nneKure to thia Agreement. 

(ii) If a unit f inda itself unable to effect delivery due to circum

stances beyond it• control, it •hall ... k an extenaion of time 

from the parent unit. It aay uee the good office of the IIPIK 

for thia purpo ... 

(iii) Wilful failure to abiJir,y the conditions of the Agreement 

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

vho will detenaine what action i• appropriate. 

ARTICLE lll • 

SUPPl.Y OF RAW-MATERIAL 

( i) The parent unit aay (at the request of the Sub-contracting unit) 

supply all or •o• of the raw uterial needed for the product ion 

of the gooda. The value of the raw .. terial shall be determined 

through mutual diacuHion and •hould in no case exceed the fair 

market price of the aaterial. 

(it) 1f iiuch aupply of raw uterial haa been agreed upon but the 

parent unit fail• to deliver the aame, in the quantity, at the 

time and at the price agreed, the Sub-contracting unit shall 

have the right to cancel the Agreement after a~ving due notice 

or re-negotiate a new Agreement. 

.• _'J 



.... 

ARTICLE IV 

TECHNICAL DESIGN AND DRAWINGS 

The parent unit may supply full draving• and deaign of the 

product to be made by the Sub-contracting unit; in euch a 

case, the Sub-contracting unit 1hall keep the inforaation 

confidential and the designs vill re.a in the property of the 

ln the event of the expiry or cancellation of 
parent unit. 

the contract, the Sub-contracting unit shall return the• to 

the parent unit. 

ARTICLE V 

CREDIT 

The parent unit aay ..ak.e-adequate cradit available to the Sub

contractina unit for the execution of the order; or it aay 

arrange credit through norllAl bankina channel•• actinl .. rely 

•• a guarantor of the loan. 

ARTICLE VI 

M A R K t ~ l N C 

(i) The parent unit guarantees the off take of a 1ignificant 

share of the production of the Sub-contracting unit varying 

between 11 1/3 % and SO%. 

(ii) The exact nature and quantity ~f aooda that are 10 guaranteed 

aha11 be 1et forth in an anne•ure to thi• Agreement. The price at 

which the product• will be purcha•ed ahall aleo be 1et forth 

(iii} 

in the annexure. 

In th• event of the f ~ilure of the parent unit to lift the stock 

aa aareed, the Sub-contractina unit ahall have the right to a1k 

for the MOUDt to be paid by the parent wtlt •• Mt forth iD the 

Agra .... t, unle•• both partie• agree to a revt .. d echedul• 

of deUver1••· 



ARTICLE Vll 

1 N S P E C T I 0 N 

(1} Goods supplied by the Sub-contractlna unlta shall be lnspected 

i111111ediately by the parent unit. Any deviation fro• the 

speclf icationJ agreed upon ahould be brought to the notlce of 

the Sub-contractlng unit. 

(ii) In the event of goods not inspected for a long time. the Sub

contracting unit will not held responsible for the 101& in 

the quality of the product; and a rejection on that ground 

(iii) 

will be deeaed as unwarranted. 

WhetP. sonie of the _goods supplied are defective. the Sub-contracting 

unlt will have the right to supply the• a freah quantity within 

a stipulated time or repair the defective good&. 

ARTICLE Vtll 

sua-<:oNTRACTlNG COOPERATIVES 

'Sub-contracting unit• may for• thellaelvea into a cooperative 

recognised for the purpoee b1 the parent unit. In 1uch caae. 

the Cooperative v1ll have the right to negotiate on behalf 

of the member unite. 

ARTICLE lX 

FORCF.-MAJEUR! 

Both parties 1hall have the right to re-negotiate th• Agreement 

if they are prevented to fulfil their obligation• due to 

cir~umstances beyond their control such ••natural diaasters, 

civil commotion, riot•, strike•, etc. 



\ 

ARTICLE X 

ARBlTRATION BY IIPI~ 

While all differences""betveen the parent unit and the Sub

contracting unit• vill be resolved aatcably. the BIPIK will 

have the power to arbitrate. It• decision. after hearing both 

sides of the dispute. will be final and binding on all parties. 

ARTICLE XI 

PERIOD OF VALIDITY 

Agreement will be normally valid for three year• after which 

it may be renewed by autual conaent and negotiation. During 

thi• period. however. the tenas and conditions aay be alte~ed 

only if both the partie• agree to it. 

Affixed on this day • . . . . . . . . . • our signatures 

as taken of our acceptance of the abo~e Agreement. 

For Sub-Contracting Unit• For Parent Units 

For llPIK Office 



Appendix III 
. ' 

wit~ Sub - Annexures 

f 0 1 Dr. Rm K. Yep& 

IBOK 1 Len. Anatman 

auwT • •ubloa•nc• ••1 snrnt• tor "1z1b!r nu41 •eut!14t" 

ko:teat I••· I! I•• L!l4•n l!tHr of In. 9 

Util nt•nnc• to th! abm th! tollowiM top1o• may be 

p,u1U4 I 

(1) laua (or M41cal purpoe1 (pz1•rµv). 

1'laae1 •• annexure I tor 'background 1nf oraat1on. 
A further nport frotl II Jlal'klwld who has Tisi tcd the 

Iatan& area and obtained 8Ar.1ples would tore a 1ubetc.ntial 

illput from DB/78/018. 

A) The etu.4y ahould therefore priJ:uuoily be oonoentrnted on 

the teaaibility ot eotabl1ahing bleaching, sterel1zotion 

and packing tao111t1~• • a ~1ter-Pather or Sub-contraoti..nc 

•t-up. 

'B) Quality denand/requests from •ubetantial oustomera, 

C) Price demand fl"Oc 1ubstantial ouatomera. 

D) General and ill-depth study of (all) laree end-users 

(hosp1tals.wheti1.er private, ABRI) or industrial rend-u::::, s, 

(2) l!t&l, epd cheranic mall parts for P.L.l!, 

(P•ru!!haan L11trik Btgarp) 

A) A atudy into which type of parto-uped b:r P,L,J!, 1pcai:t'iclll>· 

apd gemmll+-ooul4 po11ibl1 be made by 8Cl8l.1 solll! 

1nd.W1try and what Aft nqu1rements and purchase pl"Oceeduroa. 

a) nationally 

b) looally 



B) Coul4 looal m4 •tlonaJ ILi •Pazooba8e Gft1oe• tor 

8mall SooJ.e IDtftproneara• be eatablJ..ab94 t 

C) 01' aoul.4 '1l1a be henlled th1"ough Co-operatins, or 

al.Nac\J eatabl.18lw4 Stab lllterpZ'isea Ulce ~:.i ?U.a{;a, 

Cipta •1~ ft Lepp1n or •41n&pp• gt •••" 
mcit1cgll:r eptebl1glle4 to 4eal with F8ll ac9*• 
tptrtPl!A!UD• 

The abon would aleo be valid tor othe:- ypt1tut1oM1 buyers 

·like ABrJ (Pclioe Ur:Jy, •&TJ ildoroe) aYT • ot:1oco, P,J,K,A. 

(Railroad) lloap1tBla •••• 

(3) WfO!!!!l!llt tn4 (urth£r O,mloppt ot ap Ill.re.~ 

txcigUgg "Coonm$U!" of Shoe • mptj ir: i§t!W:• 

In a product1CM1 center (area) Ti.81 ted in .Med.o.:1 c &:ioe

manutactmie-oooperative baa been toftl84. !be coopcrotivc 

cons1stecl ot more than 150 s:ial.l &hope producL"'..{; ea..•v'.clc;, 

8hoes, bQGs etc. Proyek BI?IK providee 2 TP.:..'c n:-:.d 3o::ie 

cachinery in attempt to icprove quality. 

A mrketillg oooperetive hBde al.ao been established 

attecpt~ joint l:IArkot~ at a preaent avcracc ti..11"!:.ove;

ot 3 mill Bp/oonth. 'l'he potential of th111 production 

oenter 1s clearly b18ger and pl'Otitabillty could be 

aubatc-ntinlly improvod 1t "90me sort of'' Footer Father 

(~eoezit) oould be estuoliobed-e1tlwr in i::w.rketinc, 

BUp ly of mw ~teriala, sup ly of cac!.li.nco or oor l:.ion 

production toc111,1ea, 

An ~-4epth stu4y ot tho 41tterent varieticc; of t-.o.oa-::>le 
improvenentc tor tlus llhoe-CJQnufi.t.cti.irin..; a.roe.. should. 

pl'Oft worth-while. 



_,_ 

Beow•• of the obancMl' et thia hater bther h'oGiw:ir• 

"1th !Upeooo Pl u •tatml"' a 1-~ •IPD'-' 
eeoperaUw ot 9 81&11 wl• entNpamuw in Boyolall 

lnftlri.D& •· ...._tsal __,._. ot tuma •tual.17 

pioH nc/ooll•Unc tbe tlown. A turtbor at~ 1Jl~ 
P11g1 ta all Mpnta (-1.uJ to fuDen fl'Olll entre:vrcneur-.J, 
tbah' oaloulaUou. prloe to P.'!. ~o. tmir 
ealculaUODS am tmir u. taoto1"7, r.o.B., or c.1.r-.
prioea. 

In\crnational •quests wuld aa.p:--l,y paiel'&l wrld market 

prices AD Wll U demad. 

Sime \h1a ~ll-bus1M9' 8"118 to be go~ on ill 

oevcrol pl.aoea cm J- (MAtnl • iasten pane st lee.st) 

tm 4emand ld.ght be found ~ata.niial enough tor coro 
aad lazpr •t-up8• (Boe At+• •sp: II)• 

(5) Cotton ?ee'tl 'P''• 
Wl\h Rt•renoe to lamer atQ;e•Ucmo tm :uu:. atlll \h1llk 

it would 'be wrt~ to h&Tc an•1n-4epth stud.v or thio 
.. _~, .. arliol•. 

lib9\l:Wr 1mpork4 or not • -1•• • parohase pziooeedurca, 

pacldJJc, pouS.ble talee lal>ellin& etc. 

fhia woul.4 al80 1194 to moR into oa. 41tterent t1'Bd•/ 
41otribuU.on ohGnnels or •nral other oon.ow:M1r h1G~i

turnOTCr •robao41:ae. 
JJut to haft tile poulb111 t; •o ne11 oome on .W.Jd..ac.;•tc 1""'...B 

with big bQ39N and wholeo<Uoro wo have to have further 

bookGJ'ound mte1'ial.. 
Replioa-pft~.ota 8hou1d thin '9 feuabl• 8"'8ml parto ot 
Iui~•ia• (See Aimemn III)• 
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(6) fotato - •hipe. 

Potato-chips seeos to be Tcry scarcely produced 1n 

Indonesia, but as tor the other product• mentioned 

above it is sold both on super-market.chaina and puara. 
Almost always obvioi:.sly imported and bou&tit for •aaob

Yalue". Since the Indonesians tbemselyes ban a lot ot 

local "SNACKS" -empinc, Keripik kaca.og, lemper • it 

should be a 'Yiable/popular product. 

Production should be Nlntively easy a.ad packi..nu is ~ust 

a queation of desit;n and "know-how". 

\ihst are import regulations T 

illl.at flavour could be adJ.ed to Llalce 1 t even more attractin/ 

dcrnireabl•. ra.cldr...:; w1 t:i &nob-value U...'ld preservative 

prop€rt1es (ce::.tral.J.~- tl.:ldc ?) could 'Je distributed to small 

acale entre?reneur<.;. Advertisi..nc tc o"!>tain .aid anob Yalue

a:.d il!lport rc.:.;~c.tions would have to oe stwtied 1.c depth. 

(7) P~cl:inc for !&+s")ltis al1d prc..serv.:.tivc puI?ooes of a lot ot 
r.inos-r.iarktt r;roducts (not or.l::· pla:'.tlC 036 W'i th clips) 

needa study by desie;.ners/enzineera. 

~!ier:e nr< eo:·,e prcli:.li.n:..;.r;; idc.:.;: !.'or· filrthc r 5tud.y. hac.11 of the 

a;ove: s1.-ccestioas (a.r.d r.;ore) ow, n::lt;ir3l.:y ae eluJorated upon 

and worked ot1t b,y t~i.e projoct peroonell 1 t:::elf', but they are 

tiQL consur..i.n~ a..~d has to be cecn 1n relation to other 

prie;ri tieD of the project. 

ltcn. AayatEQQFfE 
:...ur~ • .: ,i,1:~ txpe rt 
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ANllXUJti J 

BtroDiEiS OPl>ORrUnln/il-WrL !CM& 

G61f'~ FCii KrJ>lc.AL U§I 

In \he Pttw diotrict undor \he "Jl.epala DiDaB 1-erinduatrilm Jtabupaten 

Batanc". COLtaOt r:r. l.Chrlad Soet.ardl c.n. Jend. Sudiman No. ?04 A 

privat 1 Jl. A.1an1 Gt; 5 No. 1·19. Tel.p. 79) then are at preMnt some 

~ A'rBl-i (band-loocec) producill{; &pm 12000 • (110 om width) d 

grey gauze pe.oted in Salee or l'Olla of 4o a. ill accordinc to Mr. Soetardi. 

Tho district hnc a potcntinl of 170C ATlU•o or approx (1)/aill 11 per da:I· 

When and at what price thCJ' arc eellinc their preoent J;E!l;/,. productio1-. o! 

12.000 a/day iG not yet knc>wnt but would natunlJ.' be of interest. 

Tho r;rey is only •raw-aatori.al" for gauae tor medical uec and further 
It''' 

dev:::loprn.:.int of tho product t..e. blea,faing, IC8Polization and packin..: Vl.>uld 

be intareotinc to lo~ into. 

1'he boapitel~ ancl apot~•u a.re potential. customer& au are artificial 
leather (plastic) ind-.wtr~· prvduoera vith prudpcto liko home furnituro 

upholstery and motorbike-aeate-uaint:; the gause ao ba.s<1/bindint; a:u.tcrinl. 

lt you have a ctanoe to G" to Batant pleue tr; tO obtain the tollowinc 1 

a) lnJicativc prices 

lt) .i·reaou t cu.tOBera 

e) !!II. pot .. ntial 

d) aa·:ploe 

e) luppller (a) of Jal'll with "count" and ,price. 
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We could thee cont.ac:t bi~ institutional ewl-u.aera ad Bral11ate JOllSibUiticc 

of dneloping 111.eaohing, .torellaation md pacldll6 tecWdee ~or a 
possible alb-contr9ctinc (toater father)-&1'ateE witb 8DD90a8 tlho hae thoco 

tacilitles. 

lt price and q1.inl.ity ic ri:;ht ve llicllt nen look into export posaibilitioc. 

'.i.'lic~- auot twve dou.o sor::c inveuticationo iti t'.leoe directions S.n tho i>ant 

a."ltl all ouch becl;c;round material would be of grate interest. 

lo ooulcl, then baYe eooc of aboYe nqueated data, in•e::.ticate further 

mld'ltetinc posoibil.itics vith larce buJers/end.-\Mlcro and auppl;, 

contraoa:::~le:;; t1l.l vell ai:1 q...a1ity d-i..au~, spccific:.tion:~ etc. 

•II• 
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f.l?llXUllll 

!be Pl'o4exoo "att-up" however, with buying of "bal.f•re.w-material" froc 

entrepreneurs from the Boyol&l.1 district an.4 :t1nal~.y txporU.M the refined, 

lab-controlled base material to/for (among others) the trench pha.r..:aceutical 

1n4uatl'1 we found more interesting-at least a.s a "_.od.el Poster Father 

Programme" (or aubco.ntractine) where the "middle::wn" could 'be ayoided. 

This because the "Set-up" includes t~e followizlG incredieneea : 

1. P.T. Prodexco operates a profcscior.al la'bcratoriw; and tradec ar ... d ex:iorte 

profesaionaly in essential ~ils. 

2. Beinl.; "appointed" "1oster father'' to tlle 9 ac.all entrepreneur-.;; ll. Boyolal1, 

who azain a.re dependant on ocveral a:nall seal.• farr.iera in the aroa, really 

bringc 'the "Deea to town" and even 'to export. 

J. '?he 9 (headed by Siano Bugiyanto "Ke~a oil group") have d.rafted o letter 

toGetllar with Kabupaten Boyolal1 o!i'ice (co;;y w1 t:1 i.ir. Clur:.aed1/~e.:iaranc) 

whi.oll indicates their opinion o! the Po8tor father set up. 

4. A Ti•i t to Boyolal.1 would tor you no doubt as,ve you chnnoes to 1cprove the 

•omewhat primitive "boiling out" of the oil troc the flower. 

At least t:11y asked tor technical/engeneerial usistance as to how to eet 

mwrinur;i effectivtneos out ot their rather simple 1.)urning/boilinc ope ··ation. 

5. A further 41sci18aion w1 th both "rather" a; "Son" would possibly bring out 

more lrlto on, acoll{; other things, competition. (Surabaya area). 



AllllJBI lll 

A• it 1• oma of this pl'03•ot'• ~3or objeoti~• to 1clentif7 products with 
market potential - llU1tabl• for production by mall 11eale 1.Must17, tba 
Induatr1al Karketiilg Bxpert (IllE) would like to 4raw 70ur attention to 

"facial Cotto.u Pad.a" or "balls" or "tiseuea" 8014 ill millions of "packets" 

by 'loko-foko'a supermarkets, ohaS.n•otore eupermarkets lib Hero, Gelael, 

Sari.nail, 4ruc;storee 1n hotels and oth•n. 

!he "paokets" or "plastic bogs" are 4ifferent in 8hape and clesign.contru.no 

50 - 60 gr&cJ.:186 of •otoon and very in retail price froD. Rp. 225,• to 

appro:x: Rp. 1000,-

fbe cotton contents 1s very often rtade tron "waste cotton" froc cotton yc.rn 

spinner• T 

:Prom different sources I baTe learned that a community at lecaoata.n Paseh 

Majalaya with certain - at least initial usiatance-fro::i Inatitut of textile 

!eohnoloSY (ITT) 1n Band.wig - have more or less specialized in the 

manufacturing of such •pada/b&l.ls/tissueB" • 

As you will see froc a few aamplee I baye bought at a eupe~..JO.rke t there are 

several lras!ei:iarko, qualities • an4 on "faoe-vall»" • igports of t da 

particular product. 

!o tinal.11 be able to 1aaue a complete "Pf04yct l£ofilt" an4/or "Zeaaability 

Stud_y"• whetbar this pl'Oduct is sui,ablt tor production by the saall scale 

industry and for my further studies of tra.de/~~tllaa oban.~•l• the !•am 

Leader is ot the opln1on •bat fu.rtbor 1n depth stwliea in acoordanoe w1 th ~ds 
note on "Lil:TliODOLOGY JOR ~it ID~?IFIC1'?10~ o:r Ji\', lNDJSTRI;.:. ?OS~ilJI.i..ITit;:.;" 

froi.;·. S.ptember' 82 l'auircs In4uftrial IFrwi.fteers to provi.-io the neceoso.ry 

backgroWld in.tomatio.n as tc ofher this pl'Oduct 1• •uceptable to '\hi 

PWnPl!JiS. w WK NIP m m•rwat" 



Betoft I turllwr pt in touch w1 th bofeellop'1 b\Q9n/puobaaen/11114dlemen/ 

'Nd•rs I would oertainl.7 need more 1nto1Wlt1on on the product enabeli.Dg me 

aot to appear .. a •oompl•t• etraagez" to the product and thu obtain talae infomati 

1ntormat1on u h markeU.ag ohannel•, paold.ng, brand - image - polic1 1 

import market •1• etc. 

Ill thi• oontert 1 would especially and in1tiall3 like to tnow 1 

a) SupplJ of raw-mterial-trom where T 
b) At what price t 

o) Product! >n oost, of clitterent products un4er tha aam1 aoope t 

4) ~tage import 'I ~tage local made ? 

e) !o whom 4o they •11 ? 

f) With/without packl.Jle ? 

g) At what price ? 

h) Which companies are inTolTed in present production/part production? 

i) Tran8port from ·•pinnen/l"&• material npplier ? 

j) Wueh.oua1.og 'I 

k) A:roe Banks/DJIK/Kanwil/BIPIJC wpport i!l the picture ? 

1) Quantities 

For your infomation I have l»Mn told that the boamao;an Pae•h in Majalaya 

alone has a der:;and for 50 to.ones per month, 

'fhi• should indicate an appl"OZ output/proclDct1on of s 

(50,000 lffi I 1009 (gr) • per 1 million unite per month 
50 per unit 

fro::i this Kecamatan or.ly. And tbis pl"Oduct oould 1n my opinion certainly be 

ma.de litterary anY!here since it impli•• no 80ph1sticated production 

technology nor large i:lyesments or "worki.Dg capital" 

l wou14 aleo like to 4raw your at'tention to the poesibl• u.e of Rayon - (wst1.: ? ) 

u a poaaibly even cheaper (and non•import) aubstitue to cotton, 

11•as• feel tree to contract • or any of the ID4U8trial l.Dgineer field tean 

tor •••11tano• an4 please keep me infoJ."11194 of your progress in aetti!lg up the 

ipit1a1• of a "Pl'OCluct Prot11•/1eaaability Study", •hi.oh, • in 4ue time, -
wnl e.nn'..llc ::1c to furt:.cr inve::::ti,:,~tc the r.;c.r~;c tir.__; aopeot~. 
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IJ>pendi.x it 

IllPOR'l' PBOftOTIOB OP~ICES 

'ftd.s is a l1at ot Jnp?rt l!'G!Dtion otncea 1n ~.'! E'urope!rtn CCU'ltr1~ i:lus Je~an, . •w Zelllanl an:l Australia CCllPle:l by. the Intenat1cral Trlde Centre/L1C'l'AD/ 

GA'l'l'~. 

These o1'1'1ces will upc11 request fteee or cmrge fbr develop11g countries 

- BUR>lY IUCh aarketirg 1nt'anlat1cn aa : - •. 

- Statistical 1nfornat1m in the c:auSrJ. 
- lntoraation on ales ~t1ea 
~ lnfornat ion on 1nport requirments & procedures. 

-~ of inl>arters, Wb>lesal.Ep, apnta an:l d1.stributors. 

- Armrgeaents f.br cortacts tbr v1s1tors - llll.es m1aa1ons etc. 
- Tmde ftiir ard .exhibition assistance 

- Trainirg ~. 

AustralJa ; Market. Assistaree Sect:1on 

Austrm 

.· 
.lelg1\lll 

• J ~ 

Trade 1Tarot1on Bran:h 

Department of 'lhlde an:i Resources 

Cart>erra A I: .T. a>oo 
AU~IHALIA 

Austrian Federal F.con:rn1c Cl'Bntl!r 

Stubenrirg 10 

A·lOlO Vienna 
AUS'lRIA. 

" 
Office Pe}Se du C~ce Exterieur 

162 Elva BnUe Jaccpra1n 

1000 Bruseels 

FI:.I.Gll....1 
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CzechD81.o.ida : 

•, 

. . 

ul • Arpnt1nska 38 
170 05 Prague 7 
CZH:IDSDVAK1A 

Ctfice for 1nt'crt Plalution ot Procl.lcts tran Developing 
~ountries. 

Grosaerer - Sccietetet 
lioerSen 

1217 Copenhagen 
DE?KRK 

The Finnish For~ Trade Assoc1at1on 

Arkadiaricatu ~ - 6 
00101 IE lsink1 10 

. . FINLAN> 

p .o. oox 908 

Praootion des F.xportations E:rargel"es 

C .F .C .E. 

10 Avenue d •Jena 

A 75783 Riris CIDFX 16 

F'RAK:E • 

Genmn Dern:>ctrat1c ., 
l'(·cublic Ctant>er of Fcrei~ Trade of the Gemlln Dem:>e:ratic 

Republic 

~·:chadowstrasse 1 

108 Berlin 
G!RMN D~lC RIPUBLIC • 

" ; . 
•• ·C •· 
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Gen!ar\V• Feieml Rep\t>l.iC or 
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.tetherlanl 

BJa>hlch 13 
D-5 Col.o@11e 

p .0. BJX lo8007 

FEDBiAL JEJUILIC OF OEIM\lrt. 

~ Cl'&ntler of' Ocmnerce 

li>uuth ter 6-8 
H-1055 8.dapest • 

HJIDARY • 

P.O. OOX 106 

Japan EXtemU Trade ~tion C JElRO ) 

5 Tor8n:JDOn 2-2 

Miratoku, To~ 

JAPAN. 
~ugh JErRO's oversees facilities. 

Centre for the FroDl>tion of Ir.parts from D~velopi~ 

Ccuitries ( CBI ) • 

Coolsingel 58 
5th noor 
Rotterdam 

NErtm.AtV. 

P .0 • BOX 30009 

Develop1f6 Countries Uaisai Unit ( DCW ) 

Depu"tment of Trade ~ Wustry 

Private~~ 

Well1~n 

tt&I ZFAIJ,W 
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Pola rd 

RCl!Bnia 

Sweden 

. . 
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\' 

Rruegtan JqJort Pranr:C:lon otn.ce for PrcDJcta 1'J'an 

Devel.q>1rg Cmntrles ( llJUMf(I) ) 

l<arl Jotais Gate 5 
Oslo 
H>lliAY. 
-

Polish Ohllll>eI" of Fareirll Trade• ) 

ul • TrebaCka I& • p JJ • BJX }Sl 

00-950 waraaw 
POL.AW. 

•) The d1aDt>er' 1s a trade prt11Dt1on body, rather than an 
1qJort promotion om.ce • 

Office for the Pru1ot1on of the ForeiSl Trade Relations 

with the Developing Countries 

Romm1an Ctent>er of Comerce 

22 Blvd N. BU.cescu 

l\lcharest 

Re.MANIA. 

lnl>ort Pranot1on Office for Prcducts tran Develor '1r~ .. 
Countries ( lMRD )· 

t<Jrmals torg l 

S-10383 Stockh:>lm 

SWIDEN 

1.0. rox 7138 

~witzerla.rd : Office s.tisse d •I:Jq:an;ion CCJTr:w.:~rciale 

Averue de l 'Avant-Poste lt 

1001 Lausanne - ft•Tl'ZEU..Atl>, • 
Stanpf ert>achstrasse 85 
8035 Zurich 

Sf.lTZflil.AID • 
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Appendix V 

'FC ., . 01 · ... , .. , "'!II' 
'"1,t..; .a. .... ~ l.-.. 1 ~ .:iL • • ! "MARKETING Md.i~~GE!'u!J:U' AND 

sr.tUTEGY FOR DEVELOPING WORLD· 

UNIDO VIENNA 1974. 

II. INDU3TitIAL .r-~· .. RKE·rING 3TRAThGY 

:.n I:::d·J.s trial ~·:3rket ins .)tratec:,r 'l-'.i.11 al:nost cert air: ly 

fail ll!lle.'_,..:; it furnishe.s the precon.G.i t i::rns for i:?:proving 

:r.F.rketi~s ;>olicies, structures a.::ld method.s. r·:ore subtle, 
..:·.i-: ~:-.or·~ !'ar-reachin,-; and funciar..e~:to.l, is the improvement 

of :::.::rketir;..::; ettitudes ?!'.:d the nv:;il2::.ility of eXpertise at 

all decisio~-caki~; levels. These are f~ndame~tal 
preco~~itio~~ th?t would f~cili:2te all other measures. 

One of the key institutional ele~e~ts in inple~enti~g 

Industriol i·.arketinh :Jtrategy is the creation of specialized 

instit~tional r~cilities having high professional 

~erk~tins co~petence. In some developine countries such 
.i.nstit~tio~s 3lready exist; in ot~ers, their functions are 
;;.:- .. ';Je.:it but are bein~ exercised by a variety of sectoral 

~ro~~tion of:ices scattereJ throu6hout th~ governmental 

struc:':.lr'~. ~'..lccessful ::n~riceting deve lop'.:!ent requires thet 

tiese fu~ctions be centr2liz~d, plac~d in co=petent hands, 

bac~ed by effect:ve policies and sup?orted both by the 
·3ove r.1::-.!':;.t Bnd Industr-J. 



:'._''.",e est ablis:i.r.:ent of suc:i marke"': in; institutions, 

sJ=~ti~~~ ~nlle~ Industrial ~arketinz ~e~tres, ncr~ally 

has 3 ~0si:ive imp~ct both insice and outside t.!'le 

count~y. ~~ Industrial ~arketin5 ~e~tre de=onstrates that 

-:~:.e cou'.1:ry i~ seriously C:Jncerne:i wit!: r:J.::.r~:etirig -

is o~ly ?x:~c~ed to ta~e place ~iti ~ =a~or, co-ordinated 

e~fJ~t ·,~ ~-~ional, re~iOL3l a~~ sec~Jr3l levels in 

3cccrd~~ce witi t~e o~jectives of t~~ ~~tic~al develo~~ent 

~roviJ~ ~~~=u:~~ s~l le~~ersj~~ i~ ~o~ili·:i'.1~ res:urces 

:'or e co~c::.ic a:-~·i indu::tri;il ex:;>~'.1S ion. It is clo::;e lJ 

co!1:::ected · .. :it!1 the 3-overn::Jent a.::1 t:1c ir~du=try sector 8S 

gdviser o~ 2 wide v2riety of policy s~d o~erational 

c'..l::~tio:1::, ir~:::lu·ii~::; c:-~dit, t~r~f~~.-:=, ;:~_~,:~d2rdization, 

qu~li:y CJntrol, r~search, m8~·~e~~~t ed~~~tion, distribution, 

_:;ro::-:ot .:.o:~ ~r:c deve lo;::i:ne:.: t of logist i er. &:: i transport at ion 

:no:.i:or, -':'c:-: t:ie -;Joint of view 07" i;i·:~ ;::;~ri~l develop:r.e!1t, 
by identifying oarriers to expnn~ior.. o: both the demand and 

o~fer ~t ~o~estic and external lev~ls • 

. ~uc:1 ~' ce~tral r:ia.:-~eti:-i~~ ir"s:ituti~:i :;;r::r.ally is 

loc8t""d :::ict·.-.:}.J' betw~er.. the ~overr:::;ent a:1d the industry 

Geeter, it::; governint; body is co::i)o:,ed of !Jeth Government 

and indu3try representatives. 



~he m3r~eting centre may dev~lop a ran5e of specialized 

offices pro~.riding direct tec~mical assistance and marketing 

consulti~~ services at the regional level. In its 
effectiveness has been limited for various reasons, early 

attention to establishing an institution or strengthening an 
existi~g institution is vital to industrial development 

strategy. 

The marketing centre, as a specialized institution for 

the improve~~nt of communications between the sectors of 
the offer (producer) and of the de~and (consumer), ideally 

provides the following services at a ~igh level of skill 

and s low level of cost relative to value : advice on 
:n2.rketi:.i:; poli,~jes, develo;JJent of product quality and ~age, 

collectio~ ~d dissemination of consu~ption and market 

data, i~;rove~e~t of distribution lo;istics, m3rketin5 

co~s~lti~~ end development. ~lthough i~itia:ly a marketing 
ce~tre ~~Y be subsidized by the Govern~eLt, it can be 
or~8~i3ed t~ 2c~ieve substantial fica:1:ial independence at 

-~~t exp~rience su~s~sts t~e followi~~ basic procedures 

(a) ~~"lrly for:::ula.tion and us~ of quantit:-:itive objectives; 
(b) ~dhcrence to a syste~ of ~~~icnal, regional or 

r:-:-ctoral priori t i~s fer deve lc;J;:-.ent; 

~c) !clie.nce 0:1 sou:--.d :::~r~~et i:1!':.:'::.r.~.ion to assist 

policy decisions; 
, d '\ 
\ ) ..=n~r~;~tic promotion 0nc :..:o-o:-iin:1tion of marketing 

and distribution ect ivi tie:'. ~+., L ~1t ion al and ret~ione 1 

levels; 
(e) JreRtion or development o~ ndcqu8te ~arketing and 

distribution f3cilitier-: '1 .. d structures; 

(f) 1:.'1prove~~ent of ::J:'!rket:nt~ ri·'n'"!:"';e::.e::t expertise and 



'l 

Scepticism grows.\; 
among exporters·" ·· 

f:l• h•nt an t•xpnrts A s~·l•l 
t.·.ini. , olllt·<t ··1• .. n1~,1u ... hl 
W111 ~cin~ '··1rnm1th-c'' tor l'X 
purt 1,1 , ·f•tuh,,n in Jak.uta ..r.rt 
!ht• J1111~ U\l'~'i. lh1~ ~·r• -->l•l up. 
Tht'l1·1.tr.alln••d" l,to1d.,.Sby 
the 'fr;o·h· M1n1slrr. 

Ill" s.alll 111 fKI the K"vf'm· 
mcnt has 111.ode r.k.r '"' alfln
oal and nun 1&• raporl tari:d 
at USM :!blila"n f..r lllUllYM. 

A curr... P!Cpnrtct' -J. 
.. What ha.. fft"<l•1enll1 ~P· 
.,._.,,.~1 .. 1 th ... am ... unc• ul the 
•t:1nnnutt•~ n:l\ei.·htd the •b
~m ~ o( ..tuud 1.·•.>on)•ru1tton 
41Ul\Ult9' t(l"illUDlrftl cltCC'U\"U·!t. 

AIU1uullh th" Trade Mim~ld 
l5' nu 1tnubt ,__.nous a~t 
pru111ulml ""ports but othfla 
L uuld nol foll"W hlRI col'ftct· 
IY MilllY a uane m. 111ber 
acennH Knd lfta 1rnportant 
um~u1ls IA> the commallee 
m', , 111 .:·, .,,. ht·u· tht.'ar .• ll~r
uil:t 1..1,unauns ilfe llL~rd 

I;, n('ral Chairman or thl' 
,-,1th~ ,·av••••t>r~· a:t!'•.-. h1lai•n 
I 'h1U1t111110 Krrtuu.~tro SM~d 
Un- '-··-thoe b.-am would nut 
tit:uar,,Uh"t!' .. n lnt.."n"L~ 1n the • 
t!apo1 I.a ul Llwl product. 

!kl'phcism hN •llO ~n 
'""""d by rubMr "•I" "",. 
allbouiih HllCTY Ta111111rah• 
l hwrm~n or th" rubbfor '"''"'" 
I 'fl" ;,ssu.-1a11on 1l>a111unalnl 
s~unri•·d morr upUm 1511C. He 
~;ud nilob<'r cnuld sl.all e11rn lhe 
, 1.,1 .. som" USST73.!I m1lhon 1n 
.-,,,..11111 r•t"ll•ni&e prov1.trd 
··own· 15 i&ood hantllinl[ 111 Uua 
St.·l:tur.•· 

--------- ---------· 
Counter purchase 
worth US$ 57~~/roT 

JAKARTA 1JP1· 1'1111nl..r fJrs, 1>harm;o.-1·11111 al '""' 
tratlt: t untral'tl5 :!i11Md unhl m11t•.·nah~~ '"lu1pnu·11t l••r 
1 .. ~t m•trith ilmnun1l'd to 11hrun1,,.:eutu·11l J.!liml, lh•• 
ll~S !'J7ti 11111hon, 11 .1,nkl'im'IJI t~mtnln•l'hAlm1nepr111t' t. th• 
ol'tht; Ti.uk MtJHtUY hMI ::1t1ul. l t·n11kan.·n• mtPn1•l11•Udl .ur 

lu 1 or1hnl •n t11c 1pokl"~ 
mRn. ~" ta1 L4 1.:n 111lnr1 h.-.. ·c 
a~r··• 11 to 1lt111l w1lh lndoul'~•• 
uorfrr Uw ruunlt"r pm 1 h;1: •~ 
~.v.,tt-111 Tht•y mrh .• dt• W1•!'-l 
(i1 1many f..til Grt10.my, 
c~n~ii~. tJie U111i.I ~. 
lhun.1•11.,, ~•1ulh 1\.1111·.1. 
Sw1·1h 11. lt•h· Smua1mu:. 
itntl J •1.h•U. 

W•»l 1: .. rr11any lops lht' h•I 
Jflh nni•I lht.'\dlurultuflff111 l 
?JiflCnt:d. thl' sµokc:tlllilU wu~. 
tt1u111~u ti) ""'"''U lll'WM .. M. n 
ry H• ,~y11111. 

Unoltr \he nsll'tn lnoJ011,..;1u 
will 1,.av IHl•h•~~. r;111 ... v 

11011 und IJhWl r •1·m·r~lm.,: 

11l•nls. 
Tht" sJmkt ~man ~111d th.it 

~11n1t.' USI l!Jtl 11Hlho11 \.\uJlh 
ol nmtra1 :s ha·- b•'l'll rf'rthlt•J 
out ul lhl" tr SI a·,n U11lh .. n 
lnrllH~W tt1l 1 1J.1b lt1•~ 5\o!t 

lf'l11 111.1 t111l lu 1.-.:.1· if ,·f11111 ••II 

hllll 11•10 t(iril» f 'lf.l11dl' '""''II h 
tf,., hued frnm I l';f. r· ~ l1illi•111 
lh l!f80 In 1J~S .f ~ l,,!lluri m 
l'•"I and lu US$ J ll L1ll•u11 111 
1,111~ 

Tht• •harp t.fr• linP v. "allri 
l1u1t.·d lo the "ht.al ,,,·,,11u1111c 
rM 1:2-.11n1a1ul 1tu .. 1 lainµ 1t11~n 
11n l11n11 exporh an lat' CJUI of 
pr1rl'f"s,..-d tuhbel 

Appendix V'I 

Our Industrial Jokes 
Indonesian participatmn 111 in-

•- ternational trade exh1b1Uons h.i.s 
ohn been reduced to costly 
jokes. Onle.s for particular 11t·rns 
•hsplayf'd •• t lndone~uan pavil
liona ollen l an"t be met because 
those 1ootls tum 0111 no~ to be 
locally pmrluced. Or pt·rha11s 
their produclloo, if any, j,, b.m·lv 
auffic1ent to ru1n11 ju:.l small 
orders from domestic consumers. 
Tr8de Munster Rachmat Sal~h. 
himself, has complained of sul'h a 
slovenly-planned export promo
tion program. 

The fact is the trade ministry 
and various other govN11111t•nt 
agencies still haven't got .an-11rate 
and 1·nmprt.·ht'n!l1ve tlala 11n th1• 
country's manufaclunng in
dustry. 

It i·1 thus enrour·a~mg to IParn 
that the indui;try mm1stry 1s rww 
1atherinic data 011 the iustalled 
capacity of manufacturing rum· 
pa1t1t'S throughout the collnlry, 
which will t.e compiled :soon into 
aroma ofan 111dustry prolile hook. 

The industrial data not only will 
help the industry and trade mm1s· 
try, but also will hw1htale a 
well-planned inter-sf'Clural 1lt'

velopnlt'11l proicram. To 1111mllon 
just 11 few uf its bt•nelits: tlw 1lata 
will 11s!l1st lht- tr111ie m111i,;try 
mformulall111C 1•x11ort an•I 11np11rt 
pohc1t."'· as well as d1:•lnt111t11111 
11ogr11ms; th~ cnmm111111-..1l11111:1 
ninistry in rlevis1r111 tra11sporta

tion program" to fac1htate 
•mouther !lows or goods lhr1111.:h
out this vai;t arl'lupelagi<' country; 
and the lnvt>stment Coordinating 
Board tBKl'l\h in formulal1111C 111 
annual mve:.t111e11t-praunly hsts. 

TI1e data eollect1on obviou.;I 
a clwllen"mg lilsk, riven the \ 
geo1r.aph1L·al spread of manut 
tunng o(Wrat1ons, nut t" mt!'nll 
the nunwrous pla~•.s which do r1 
bothf'r to register themselv~ w • 
local industry ullices. The m·. 
challenging. thoui:h. IS the task . 
keeping tht- data up tu datl' and 
supplementing them w 1th t:u1 r• · 
figures on actual producl.1011 
each i11dustnal line. The lalt.t:1 
an uphill Job indeed. 

It is not uncommon that m;,1 
com11amt>s in Indonesia di;hl. 
rately manipulate their reports 
as to avoid paying taxes. S11. 
only puhhdy-traded cumpa111· 
are obl1!lt'1l 1 .. "'"'n their l>11<•k. · 
('t•rhlietl p11hhl accou11tants, 11 
thus exll,.mt'ly d1fflcull tu r 
11• curate fi.iures on mdu!il1. 
companies' 11perat1uns. The jl<• 
emment's ofter of IQ.ll inl·e11l 1\ • 
to companies, which hdve tt-.. 
annual n•p11rts audited by p11til 
acco1ml<111ts, has received "l ·• 
resp<•nM-. '111l' then finance nm" 
ter, Ali War<lhana, disdos .. d 1 .• 
year that t'\'t!'n r1~ports aud1te<I I 
puhhc acn>untanl!I we11• :t 
bemg 11isputP1I, 11o; !lome 1tud11.,, 
tum1·d 0111 to bt: controlh·d I 
lhf'ar company clients 

The i111lw.try m1111,,t.ry, tlh 1 

fore. should Je,,11tn an adP1Jl1.o1 
no!ls-c-hct k In tnsuri:= the ac1111 
ry or Its data: 1111· I should l'l\l 11,i 

age cooperation or other gove11 
ment agennl':o. Reports fr," 
cumpanie11, or froin jrovmn 
indu5try offices, shuul be cro 
checked, for example, by comJ>.;: 
ing the Volume of their ln(>W 
with their actual output. 

- - - - -

... 
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