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Sl~~IARY 

This is the 'End of Mission' Report in my capacity JS Small 

Industry Development Advisor on policy. 

~- In Stage I, the following items of work were coillpleted 

Review of the Project and suggestion for modification 

Freparation of a 'Handbook' for proiect personnel 

3. In Stage II, the foliowing tasks were accomplished 

Review of the status of Small Industry in Indonesia !:Jasec on <':..';:iilabk 

data and selective field visits. The aspects corr.mented upo1; relat2•1 

to : Definition; Organisation; Industrial Estate Programme; iechnical 

Assistance; Credit; Product and Purchase Reservation: Sub-Contr3rting; 

EntreprE>neurship Development; Strategy for ·.~;;:-owth. 

Foster Father Programme .. based on study of select ur.its, a Model 

Agreement was drawn up and circulated widely 

A Basic Law for Small Industry was drafted to put the entire ~.:-oe:raw.9. 

of Government in a single document. 

A proposal to prepare 'Action Plans" at the Kabupaten (dittrict) 

level was made and a training manual prepared to act as a guide line 

to officials responsible for preparing them. Such plans servt to 

link i. '.a national targets to the a.:tivities of the extension personnel 

in the field. 

A Study of Small Industry Extension Centres (PPIK) was undertaken 

by the Team; I did the study in West Java ar.d also prepared an over­

view report rr.aki.1g recommendation , .1 he;; the Centres can be made 

more effective. 

The Product Reservation Scheme, embodied in a decreP. issued 1980, was 

studied; suggestions were made on criteria for reservation a11d 

incentives needed Lo be provid~d., A list of 100 products that can 

be reserved were listed as an fllbstrative exercise. 
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(ii) 

Tl-~~ 'ra~.1 ~ tL.llt: · 0f S:_~b-Ci.)ntr:.ict l_r~g ~ .. .: .. ~it..J.r:g .. ~:.; Y...l::.~ .:::·.:..~ 1:1:.:-.. C'.l ,1nJ. a ~r·.~~)iJS:J.1 

made to set-u:J t:wo -;,u~h e~-.:ch ... iP:~e~ ;.J·_ ... ;-t~t-7~-rtr .. at!~! Sur.:it..:::. -:i .. 

The need for ;r,:;tL•. ::iorn:.1 infrastn.:cc1n~ cc c S:~"l t 1' •1d1;:try has oeen 

emphasised in RE?ELITA i'! (fl'ttrth C.2ve::opn'."·nt Pi :1:::) '..i
1 n•::.h h~1 -::crnmenced i.n 

198L.. Pre,_lminary p::-;p0sa: :e were wcrk<:!d 0t:t fo..: est -\~.1lis 1 ,i;1g nil.tional 

!evel cer.t::e<; .i.n lr:'..ormatlun Services, E0::1.!cati..rm· c,n.:i T1aL1inf:, 

Technol>gy Transf.:r, ?r-.;.-c;;·:c !L::,i::.;0 an ... :r-,du;;..t:ris2 ::.:--::viL<=S. 

\.Iith th.~ ::-e-0r;ani~ 0.ct:cn of JJ.!:K ·-~1 ~~84 '-'" a scct.cra1 ",,,;:,;is, _:,2rt: .!.S 

a need ~o ~ombine the fun~:ional and sectoral ~~pr~at~. A l~~0rt w?~ 

wr-i tte.n indicJ.ting '.low this ma:r be dom-.. 

~ ~ In addi~ion, Short Tet .. n Co~-sult?..)t-S un Cre.~::.., Data Colle~:--ion ~ Pac'kaging 

a!id Quality C.~·ntro l w~rE: guided in :._;·eil'.' work. iwc c:ontro.1cts ~ne on 

S•!b - Conttacting -;n th.,· Aut;;•onor. t.ve Sectcr and the tn:her •".'ll InG:Jst-r:-ial 

Cooper:->Lives - wete :1wa·.-·:'.ecl cc. lucal con~-;,_iltic,; :':inns. fellow:,hi;>s 

~nd Study To,.irs were arr<'.nged as a cc1n-i:ioP.E.::'1t of the Trai,:..ing fr-.:•gramme. 

5. Broadly, it m;r;· b~ stated "t.e a?proa: h adopted was tCJ impro-.;e ti'<! 

cffecLiveness of ti1e p0licv fr::;.!"".~ alr2:idy ~aid down -att."r rtl.n to 

sc:ggest any major r;:::Jdific?.t·ions. Ho~.:ever the projer:t: h<.~s ·~2lp.::;:: L~ 

generatLr.g a better aw<.'rene.~s of :he .Jctentia.llty of the ~-''"d,:-n: c·,,,a.U 

traditonal sector ccntin~es Lo be i~p~rtant i~ vie~ 0f rhe numbers involved 

aP.d the 3ki 1 ls Lt emrCJdies. I~ :!.o al.~o e~nphsised ti~vt br:·~I n·~ ::;r'.'12.~ ! irt 

s.i ::e rlid not necessarily h1p1.y lo...- tt.'Ci0 r :l..o.:y as in .:r..e -:::a._;e E:lectr0'.'.ics 

"Ind Instrumentation. The neer.1 for a ·r.::tte,1 'lgreemt:•:-i: 'wtlH'een the ;n.:-t!n': 

firm and the srnaJ 1 uni ts i;·, the Sub-r::c'1tr~1ct .U? ;. '('(•Ce<;~; 1,1:B widel:; recognised. 

6. There is need for a Basir Law 0'1 Small Inrlustrv RS the ever ull policy 

.rame the deh::lopment 'Jf Smalt Ini 1_13tr.y. Thi:. 2ffec.:::n1euess or 

Extensi0n s~r~ices needs tc nP i~prnv2J. T~P r~Jal role 0f the 

Dirc:tor-C·~n12ral, Sma11 l1~::-·JsL;·1, i ~ ::..ss;st.i.n1; Sm<•'..l Units needs to he 

t'mphds i sed. 
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1. Intrcduction 

I was recruited in Jui:• 1981 by ID:IDO tc act as Small Industry 

Je-•e::.orment _-',.dvisor f0r ~roject INSi78/078 i:t Indonesia and also 

as Team LeadEr of the f'!:'oject. The Ter:nit"al Report of the Proje:::t 

"1hich I ha<:e prepared in my capacity as Team ,eader (Report No .63) 

i1as t>een sent to l:.IDO headquarters in Vienna for clearance before 

presentation to the Final Tripartite ~eeting. This report is the 

Terminal Report in my other capacity as Small Industry Development 

Adviser. 

2. Jcb-Description 

The job descr Lption of my post has been laid down as f0llows ; 

Tc advise and assist in the planning. palicy formulation, and 

implenentation of programmes and other support measures to 

Small Scale Industry including creation of ~ini-lndustrial 

Estates, Conu.>Jn Service Facility Centres, Training and 

Extensio~-Services. 

To prepare studies and propasals for suggesting improvements 

to the Directorate General to the policies in rpspect of the 

promotion, growth a.nd C.evelopmenl o[ the Small Scale Industry 

including those on the financial assistance and technical 

advise by sis tel'.' Government Ins ti t:•Jtes. 

To coordinate the activities of the L').lDO tE!an of cxpe1. ts 

stationed in Jakarta, \.;t>st and Central Ja"a, East Java, and 

Bali and North Sum.Hera. 

To prep:J.re in can~::.1.i.t;;t:!c'n · ... ith th~ Govern;nent, the Job­

descriptions for the Short Term Consultants to be recruited 



b~ local sub-contracts. 

If re~uested, assist the Directorate General in the planning 

of a-iditional regional Small Scale L:dustry t:xtension Services 

centres. 

-- Train Counterpart Personnel. 

3. Start of the Project 

3.l. I repJrted at Vienna on July 20, i981 and had about 18 days 

briefing there durin3 which period I was provided complete 

bac\.::;rou;1d of the project together l.'ith details of the country, 

anll its policies. I also had the opportunity at thct time to 

t~~k to a member of administrative and technical sections who 

were likely to be concerned with my duties in IndonEsia. The 

briefing wa3 valaable in that it provided me with an insight: 

into both the technic,11 and administrative aspects of my duties. 

J.2. I arrived in Jakarta on August 10, 1981 and called on the 

Reside1t Represer-tative, CNDP, Deputy Resident Representative, 

:~'.~)P and otter persot.nel. :1r.F.:-l.Iqbal, s:DFA-l.JNIDO, w2,s :::·,;ay 

on ho~e leave and I called on him after his return. I called 

on ~r.Gitusewoyo, Directorate Gener2l, Small Industry in the 

'.'!inistry of Industry :-.nd he s'1ggested I wait a few days before 

I mo\·e int.J his office. I also met the Secreta:y of the 

Directorate General ~r.Sutadi and the Chief of the International 

Cooperation, ~r.S.Sjarief. Later, I also called on the Secretary 

Ge;.1~ral ,~f the ::vtinistry Industry, Mr.Agus Sujono who gave me a 

perspective of the policies for Industrial growth in Indonesia. 

3.3. I formally starte3 work in the Directorate General by about the 

er .. 1 of August and sometime was taken in asse:nhli.ig the ba.sic 

intrastructure such as Work ~lace, Secretary, Stationery etc. 

.... 
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I crt.11.:=J or, th•? s<eni.or a'1d ml.<lJle echelon personnel in the 

0lre~tor~te General. i oegan to colle~t some of the material 

and d0cu~ents relevant to the project and found that many of 

tl-t!m •.rere in B:i.hasa Indor.esia the national language of t'ne country. 

~. ~ork j'.-ine in Stage I (August '81 - February '82) 

4.1. ~:; first task was to review the project document prepared in 

1979-1980 so as to bring it up to date in conformity with the 

actual requirements of Directorate General, Small Industry. The 

following com..~ents were Made on the Project Document 

Targets s~ecif ied ir. Stasa I (first si~ months) can be reached 

only if the speed of recruitment of personnel can be expedited; 

in actual pr-1·.::tice, I worked alone during this period. 

Targets in Stage I~ need to be more precisely ~tated ~nd also 

take into acccurrt the programmes actually included in the 

Nat:ional Developmer.t Plan. In most cases, the work of t··e 

Proj~ct can only be supportive rather than independently under­

taken; the linkage with the R & D Institutes would need tn be 

specified clearly. In the case of bilateral and multi-lateral 

assistance, the wotK to be done by the project team would 

depend on the Agency's (DG-SI) need to receive such 

help. A specific target for the Industrial Documentation 

Expert may need to be provided. 

Job-descript:ions of the Project Tedm were formulated in more 

specific terms. 

It was suggested that the numoer of field teams be increased 

to six instead of three as originally envisaged and also each 

team may conc;ist of one Inter .1ational Expert. 

Short Term Consultants were suggested for a period of three 

months each in Statistical base and Data-Collection, Credit, 

Quality Control and Standardisation, Sub-contracting, Electronics, 

Food and Fruit Processing, Metallurgy and Foundry. 
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L:; \'o i.unteers for who;n there was a provision for 144 m/r1 may 

not b'= able to provide the nE:cessary expertise and may be 

substituted bv Sational Experts who would assist tne 

International Expert. 

lntrastructure facilities in respect of accommodacion, 

secretaries, typist, translators will need to be provided. 

Coordination with other u:;IDO and UNDP Programmes will need to 

be built-UT). 

The abo·re suggestions were di~~ussed at a meeting held in the 

:1inistry of Industry on January 25 and 26, 1982 and were late:: 

discussed b detail at the First Tripartite :-Ieeting held in 

Septem~er 1982. Th~re was general approval for the suggestions 

a~d in addition, it was deLided at tha~ meeting to purchase 

vehicles for each of the field teams. 

T'.::e next item of work taken-up was the compilation of a 'Handt:>ook' 

i-;rov:!.d.ing all i:he relevant inforl'.lation to Project personnel. 

The tandbook was divided into three parts 

-- Part I 

-· Part II 

-- Part Ill 

Dealing with the 'People' - with chapters on the 

country, its customs and traditions, c~nstitution, 

REPELITA (Development Plan) Ill and some 'do's 

and dont's ' 

Dealing with Poljcies and Programmes with chapters 

on In<lu~trial o~velopment Pclicy, Infrastructure 

for Industry, the Small Industry Development 

Prograrrune, and a ~ranslation of the decree relating 

to ti~ organisation of the DG-Sl. 

Dealing specifically with the Project .. with separate 

•:hapters on tasks for the central team, field teams, 

short term consl•ltants. nati0na~ experts, sub­

contracting, fellowships and stuLy tours, 

coordinati,on "1-·ith other 1.JNIDO projects and 

agencies, ,and reporting and monitoring procedures. 

- 1' 
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The Handbook (of about 225 pages) was proviJed to each member of 

the project team so as to familiarise him or her with the country 

and the policies and the specific work expected to be done. 

The general feeJ-back from the members of the team was that the 

'Handbook' was very useful as a source of information and 

obviated the need for each team member to search for the material 

on an individual basis. 

4.3. Early in 1982, the Project office was moved out of the Head office 

of the DG-SI and located into a private residential house along 

with other bilateral projects. This phys~cal separation from the 

head office made integra~ion of the project with the work of the 

DG-Sl more difficult and this problem c0ntinued right throughout 

the project. In January 1984, the project office moved again to 

a government building. 

4.4. In January 1982, :rr.D.Cannas, the backstopping officer at the L~IDO 

Headquarters, visited Indonesia to participate in the Review 

Meeting Jrganised by the ~inistry of Industry and took the 

opportunity to call on the Director General, Small Industry and 

other senior officials of the Government. He also made field 

visits to Yogyakarta and Surabaya where earlier a L~IDO project 

had operated till early 1980. 

4.5. The Wor~ Plan for 1982 was drawn-up for the team as a whole and 

was approved by the DG-SI. However, since the project team 

consisted only of the Team Leader, it was difficult to estimate 

precisely how much of the WorK Plan could be implemented. 

Meanwhile, the nominations pending for several posts with 

Government were discussed and recommendations made for an early 

decision by Government. On this basis, two members of the 

central team - one on Information (Mr.B.R.Kohli) anG one on Training 

(Mrs.H.R.Fajardo) joined in February and April 1982 respectively. 

However, it was not till August 1982 - fully one year after the 

project had commenced that the field experts began to arrive. 
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.J. Status of Small Industn· in Indonesia 

5.1. The next ite~ of the work undertaken was to make a broad survey 

of the status of Small Industry in Indonesia. This was based on 

study of all the available literature as well as fielJ visits under­

taken to Bandung, Yogyakarta, Surabaya and Bali to get an idea of 

the Small Industry units in the country. The results of this 

study w~re embodied in a Report issued in July 1982 entitled 

'An Interim Report on the Development of Sm<ll Industry in 

Indonesia' . 

S. 2. The Report surveyed the current status of Small Industry in 

Indon2sia under the following headings. 

Small Industry in the National Economy; Scope and Definition 

Organisation; Industrial Estate Programme, Technical Assistance; 

Credit and Fiscal InceQtives; Product Reservation; Purchase 

Reservation; Sub-contracting; Entrepreneurship Development; 

Strategy for Development of Small Industry. 

Drawing upon the experiences of other c~untries, ~ainly Japan 

and India, the Report made a number of recommendations, the 

more important of which are the following : 

Definition may include servicing activities including repair 

and maiQtenance shops. 

The current restriction on capital per investment person not 

to exceed Rp.625,000 (at that time US$1,000) may be relaxed. 

A separate category of 'Very Small Industries' may be made 

with capital investment not exceeding Rp.10 Million. 

The Directorate General Small Industry may be organised on 

sectoral basis to include Food; Meta:; Electrical and Electrion~; 

Leather; Chemicals and Plastics; 
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Each of the KA.'l'..JIL offices may be strengthened by at le2st 

three technical experts in areas relevant to the region. 

Procedures for starting ~ew units mav be streamlined and 

decentralised as far as possible; for the 'very small units' 

this may be at the kabupaten (district) leve_. 

A National Small Industry Board may be set-up with repre­

sentatives of Government, Industry and Banks to periodicajly 

review and monitor the policies towards the snall scale sector. 

The cost of accommodation on the Xini-Industrial Estate may be 

graded according to the region in which they are located; in 

metropolitan areas, the full market value may be charged while 

in the backward regions, it may be subsidised. 

An 'institutional' mechanism may be necessary to eagineer the 

processes developed at the R & D Institutes as well as to 

import suitable technologies from abroad. A National Technology 

Development Corporation may be set-up for this purpose. 

Testing facilities may need to be set-up so as to be accessible 

to Smail Uni[s at nominal cost. 

A separate credit policy towards the small industry units may 

need to be formulated; 'soft' loans for Modernisation and 

Expansion may be provided. 

The criteria for product reservation may be laid down clearly. 

T'.-ie schPme ne>eds to be backe<l by other measures to make it 

effective. It may be monitored by a high level committee 

which will review the working of the scheme from time to time 

and consider the inclusion of additional items. 

The working of the Price Preference Scheme may need to be 

studied to see how benefit ac~r11es t~ sm~ll producers instead 

of the middlemen. 

-- " 
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The 'Foster-Father Scheme' is ex~ell~nt in pri1~iple; however, 

in practice it needs to be firmed up through a written 

agreement which is monitored by the K..\...'mE .. office. In granting 

permissions to new large and medium uniLs, the sub-contractin~ 

aspects may be examined. Sub-contracting Exchanges may be 

set-ur at Jakarta, Surabaya and ~!edan for executing orders of 

the large units. 

:!obile Demonstration and Training Centres may be operated to 

provide rural artisans with opportunities to imprcve their 

skills and products. 

Action Plans rr.ay formulated for each region to reach the macro­

targets set in the national plan. 

** A 'Basic Law' for small industry may be decreed to provide 

a comprehensive policy frame for the growth of small industry 

in Indonesia. 

5.3. In General, the Report made the following broad approaches : 

The policy frame already formulated is sound in principle but 

needs to be implemented more effectively. What are needed are 

not new schemes or policies but steps to ensure that those 

already decreed do yield the results intended. 

A distinction needs to ~e Made between the modern Small Scale 

and the traditional artisan sectors. While the latter is 

undoubtedly important in terms of ~umbers and traditional 

skills, it is the former that can contribute significantly 

to the growth of the sector and consequently to n2w employment 

opportunities. 

Again, the very small units - most of which are in the 

traditional sector - will need a '~peci~l p3ckage 0[ 

assistance' in view of their weak econo1nic po.sition. 
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Smallness of scale d0es not necessarily imply a low level of 

technology; in such areas a8 Electronics, low investments can 

pro~uce a fairlv sophisticated range of equi~ment and systems. 

This needs to be encouraged as it will provide a challenge to the 

growing technological =apabilities of the country. 

The organisation of the DG-SI may be sectorally oriented - ratner 

than purely functional; this will enable growth of the sectors t0 

be ~lanned more effectively. 

A 'Basic Law' may be formulated to provide a comprehensive policy 

frame for the growth the small industry. 

6. Foster-Father Prograr.une 

6.1. A more detailed study was take up of the 'Foster Father Programrr.~' in ~he 

country. This is a variation of the Sub-Contracting concept and is 

meant to link large or medium units to a number of small units to 

whom assistance is provided. Nearly 40 such 'schemes' have ~een 

designated by Governm2nt to act as 'Foster-Father' - many of them 

Government owned 

6.2. The broad onclusions of the study, based on illustrative fi2ld visits, 

are the following : 

Many of the Schemes have not yet begun to operate effectively; in 

many cases, the 'parent' units view it merely as a means of selling 

their products while the small units do net seen to be fully aware 

of the need for quality and timely delivLr of goods. 

The selection of the 'Foster Father' needs to be done with great 

care - in some cases, meaningful market assistance was not provided 

to the small units slnce the large units were not geared to do so. 

The element of marketing assistance is noticeably absent from 

many of the schemes which are confined to supply of inputs -

specially those made by the parent unit. 
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~o specific scipulations regarding delivery schedules and 

quality of goods are made nor is there any protection for 

tiwely payment for supplies made and unfair •ejection of 

goods supplied. 

6.3. To over-come the above probl~m. it was suggested that a written 

agreement be entered into between the parent unit on the one hand 

and the small units on the other. The draft of such a model 

agreement was drawn-up to provide fr specific obligations of the 

parent unit as well as of the small units and for various forms 

of assistance by the unit such as supply of raw materials, 

tecrnical designs and drawings, credit, and most importantly, 

guaranteed off-take of about a third to half of the production 

of t .. e small units. Sub-contractors may form themseJves into 

cooperatives to negotiate on better terms. Any dispute between 

the parties may be referred to the KAi.~WIL office for arbiliation; 

the KA .. 'J\;IL office will act as a third party to monitor the agreement. 

7. Basic Law for Small Industry 

7.1. The development of small industry has been accorded a high priority 

in the Third Five rear Plan as well as in the F0urth Plan, 

currently in progress. A separate Directorate-General of Small 

Industry was set-up in 1978 and a number of programmes Mini­

Industrial Estates, Product Reservation, Purchase Preference, 

'Foster-father' - have been initiated to encourage the growth of 

the Small Industry. It is considered that a time has come to 

'weave' all these elements of the Development Programme together 

into a ~ingle coherent pattern in a 'Basic Law' which will be 

the basic decree for the over-view of the development programme. 

7.2. The Draft of such a Basic Law was drawn-up as a preliminary exercis~. 

In the preamble to the draft, the ~eed for. s~ch J law in the 

context of the Fourth Five Year Flan durin~ wh~~i1 Lhe Small 

Scale sector is expected to be a vehicle for growth as well as 
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for creath'n of new jobs i:" e::1phasised. Further, it is stateC. in 

the Preamble that the proposed decree is meant to 2larifv 

government's whole-hearted suppor: to the small scale sector. 

The Basic Law, as drafted, consists of 57 articles in 15 chapters 

dealing with : 

Definition; 

Organisation; 

~ini-Industrial Estates; 

Supply of Machinery; 

Raw ~terial; 

Credit; 

Industrial Extension; 

Transfer of Technology; 

Product Reservation; 

Sub-contracting; 

Fiscal Incentives; 

Intensive Campaigns 

Reporting; 

Conclusion. 

7 .4. Cnder 'Definition', a distinction is made between Cottage t_Eome) 

Industry, Village Industry, Small Industry, Small Enterprise, 

~tedium and large industry, a Sub-contracting Industry, and 

Handicrafts. 

7.5. Cnder Organisation, the role of the Directorate General, Small 

Industry (DG-SI) is clarified as well as that of the Director 

General himself as the Principal Advisor to Government on all 

matters affects the Small Industry. He will be assisted by a 

Secretary and Directors as we~l as Technical Advisors in specified 

sectorR. A National Small Industry Board may be set-up tn ~duise 

Government on policies to be pursued and review the im?:!.cr;·,c~t<.t~0r. 

of such policies from time to time. 
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7.6. In the cha?ter on ~ini-l~~ustrial Est~tes. there are articles 

dealing with the est:iblis'.-ioent and r::anage~ent of such estates, 

faciliti~s to provided on the estate as well as the procedure 

for allotments to be nade on the Estate. There is a separate 

chapter on the supply of ::iachinery on a hire purchase or lease 

basis; similarly, a scheme for supply of raw materials directly 

to the small units - specifically those that have to be imported 

is suggested. It has been provided that Government may prccure 

the raw materials and distribute them at a fair price to swall 

units. 

7. 7. A Credit Policy is to be formulated by the DG-SI in consultation 

with the Bank Indonesia; the present p~ogrammes of KIK an~ 1011'.P 

may be reviewed to see how the share of small industry can b~ 

increased. The coverage of Credit Guarantee Schemes may be 

extended to cover all the small units and procedures for such 

coverage simplified. Collateral requirements for snall units 

may be made as liberal as possible. It has been provided that 

the operation of the credit policy may be jointly reviewed by the 

DG-Sl and Bank Indonesia; the DG-SI will provide assistance to 

the Bank in appraising loan applications. 

7.8. Under Industrial Extension, the patterns of technical assistance 

have been specified to include both the hardware (CSF, Test Centre) 

as well as software (training, counselling). For transfer of 

technology. a separate institution - '.':ational Technology 

Development Corporation - :-ia\· be c:pt-un to leao:e parent<: for 

Industrial utilisation, to import technology and set-up pilot 

demonstration plants. 

7.9. Cnder 'Product Reservation' Government will have the power to draw­

up a list of products to be proiuced exclusively in the small 

sector. Such products will then je ~~ascd cut ct ~roduction 

by the large and medium firms over a reasonable period of time 

(say, 3-5 years). Package Assistance Programmes may be formulated 
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fer '.'r0-.'.uctioil ,1f lte:::s i:1 :he resen·ec.'.. list. ,\ Re,:iew Co:::.::ir.tee 

~a~ be set up tc ~onit0r the ~splementation of the sche~c - and 

all rroduct reservation cav be considered as time bound and 

automatically lapsed after a period of S years. 

7.10. Similarly, purchase reservation in respect of certain products, 

and price preference in respect of others, may be done bv Government 

which will be binding in all agencies ana institutions supported 

by Goverhment. Such Reservation may also include special provision 

for cottage units. 

7.11. Sub-contracting will be encouraged as a deliberdce policy and the 

relationship between the parent unit and the small units reguL1ted 

by a written agreement and monitored by the Government agency. 

Sub-contracts Exchanges will be opera tee!. by the DG-Sl and tax 

concessions prcvided to encouraged sub-contracting. 

7. 12. A package of fiscal incentives may be provided to include 

Tax holidays for specified periods (3-5 years); 

Credits on Soft-loan terms with minimum of collateral; 

Higher development rebate and accelerated rate of 

dep rP ~ iat i_rm; 

Subsidy for transport and power; 

Duty free import of machinery, equipment and raw material; 

Higher import duties on consumer durables and luxury goods 

from abroad; 

Easy availability of fcreign exhange for all essential inputs. 

7.13. There are articles an 'Intensive Campaigns' in each region of 

the country to make aware of the possibilities t1at exist and to 

interest potential entrepreneurs. The need for 1ata-collection 

is emphasised in another provision and a full censu3 - at least 

0nce in t2n years - is suggested. 



8. 

I;~ c.':c.:1·:_,_; _,'.'., it :us b,,~;: ,:u,,:.,:;e-_;teJ t\'c'.t th_: :1.>5[ !'1,;nct::i'-'n .. iS 

_:1t.! '·::-ie~1d .. ~,hi'i0s .. '~~'.·.t.·.·f 2.nL: ~:_,ide; ~~~ tL1r ::;;.iclll ,~ntrt2~"reneurs 

_:_n,1 :te';1 c,·, ::-.::::;•Jh-e tLeir c:~n~:in•c µrobl::>-:-.s u' iater.:.et.!in.; w_;_t;1 

Acti.:m P1.:ms 

R. l. 
Plar"·1in~ is dcne at the n:iti·.:;,:al level while implementation is a:. 

lc~.o.r le-_·el~ - provincial, district (.Kabupaten) and even \ i llage 

(Desa). ::.,wever, there is often a dichotomy in the percepti,:r_ 

;-3,2. 

cif these p.'..-'lr,s -- b:: µer-:;onnel fJr:nulatir.g them and those 

n::spon3::.i:1.e for its iei:;:ilementation. Targets 6et -- :t the national 

lev•:!l .Jc nur 1:ave much meaning for those operating at gr.:.tss root 

le11els .. and, ;:·=n-::e, t.ht:re i::. no clear kno1,rledge '.:- _; the 1ower 

le\el personnel h0w thn targets ar~ ta be attained. 

:lne method of bridgin·::: this gulf is througt·. the µreparat ivn of 

S:nall Inclu8tr:' Uevelo;:n:i~:nt Ac::iun Plans (SIDAP) v.-hir:h r ~preser': 
a means to !'lcfrilise all the resource~- avic. lable in r:he region for 

its Fconomic: develc~'CE:!lt. This iuvolves nc: only the identification 

~;t. industrial ,)pportunities lv,1t also tre deve lcpmt:nt of the 

S\.!i':'Orting str:;.::ture thcough optimum utilisatior:. of existing 

insti.tution3 as well as creation of new facilities required for 

the fulfillmPnt of the plan. 

8.3. Any Action nan tor Small Industn' De-elopr:tent can not te an 

isolated exercise and has to fit into a wid~r plan for regic~~l 
and national de::~L.>:;ment. This ic-"1,;lve.::; a clear unaerstandi,1g 

8.4. 

of at least the major sche:Tle for tit'-! dcveL;pment of other 

departments in the region so that they re-inforce and support the 

programmes of small industry growth; s•1ch growth requires power. 

water as well as a pool cf skilled workers. 

The principal elements of an Action Plan are the following 
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F0rrr:ula.tin; the Pla.--; 

Int r0ciuc tic~n 

Resources 

Economic Deve::.op1::ent !?lans 

Existing Industry Sector 

~ew In~u5trial Opportunities 

Inputs Required 

Impler;-ienting the Action Plans 

Id~ntification of Growth Centres 

Infrastructure requirements 

Credit Requirements 

Training Programmes 

Technical Support 

:·lar~eting Assistance 

Targets and Inputs - year wise. 

8.5. A crucial aspect of the Action Plan is the listing of new 

industrial opportunities. Based on :he raw data compiled, and 

taking each of the sectors - agriculture, forest, mineral, 

fishel'.'y, dairy, livestock - one can estimate the type of 

industrial utilisation and the number of economic2lly viable 

units that can be set-up keepir.g in mind the likely demanJ. 

In addition, consumer products need to be made to cater to 

local demands. Special requirements of bulk purchases may also 

be considered in drawing-up a list of candidate industries and 

linkages Wi~h large uPd medium industries in the region may be 

formulated. There rr~y also be a small but significant possibility 

of exports from the region which need to be identified. 

8.6. Once a listing is done of the new opportunities, brief 'pn:>files' 

may be prepared on each of them whic.h ran be expanded into 

a 'bankable' feasibility study whe~ 3n c~trepreneur evinces 

interest in any of them. A separate programme is being 

conducted by the Industrial Engineer, Jakarta on the methodology 
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:-,ir setti:~c:-11,-i su·:'.: unit:; hds to be esti:::ated bL"th in hum.:ir, and 

~ateri.:il terms. !~1at wculJ ~e the power and water require~ents 

Eu~ :::anv inJustrial estates Jr~ 

necessary to pro ·i~e for r'.~ new units ? How ~uch of credit 

would be necessary to t ~tance these units ana so on. 

The next pha3e of che Action Flan is Lhe imple:nentation aspect; 

to optimise t~e scarce resources avail·.b 1 ?, it may be necessarv to 

identifv 10 •ir 12 Growth Centres in each re·dcm which possess t·.12 

necessary !nfrastructure and are traditionallv focal points for the 

r2gion in terms of tranS)Ortation, marketing etc. Once the gro~th 

centres are indetified the cluster of new industries that can be 

set up in each centre will need to be determined. As development 

pruceeds, a pattern begans to emerge - some clusters may be ~ood 

based, some .netal .1ased, some in chemicals, some in metals and 

so~c purely for sub-contracting. 

8.8. The next steps is the identification of entrepreneurs which 

depends on the awareness cr~ated in the region about the Plan. 

One trie~ technique to do this is the method of 'Intensive 

~ampaisns' w':id1 are basically ar-. attempt by all the conc.erned 

agencies - notably the financing institutions - to create 

interest in potential entre~reneurs and cut through the red tape 

which often hinders speedy implementation. Through such a proc~sf, 

a normal rime frame of 6 months to one year can be compressed 

into a few weeks. 

8.9. After the entrepreneurs have been selected, rhey may undergo a 

brief Training Prcgra~me so as to familiarise themselves with 

Government rules and re,.;ulations as well as various aspects of 

running a s'.'.1all business. The mai_n purpose of such a programme 

is not t~ give bn0k ~nowledge but something they can reH1l1Ly us~ 

in their operation. How to pick a winner, is an exercise that 

~~pends as much on intuition as on luck. Althaus~. there has 

been considerable progress in developing o!Jjecti'le tests tn 
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d. 10. But such entr~pr~ncurs, 0nce selected, need to be supporteJ in 

technic~l,financial and marketing ar~as if they are to succeeJ. 

This is a field where the promotional agency needs to exercise 

a great deal of patience and understanding. Financial assistance 

has to c.•rae from the Bank and the promotional agencv can perform 

a useful functi.~ in bridging the out-look between the entrepreneurs 

:md the bank. In regard to technology, the entrepreneurs will 

need guidance in the choice of machinery, which often determines 

the choice of technology, as well as the sources from where they 

can be obt2_ined. In ~larketing, whi:e the primary responsibility 

to sell his produ~t is on the entrepreneur, there is much that a 

promotional agencv can do to assist in providing market 

intelligence, and helping in responding to government tenders 

for buik purchase. There is also a considerable opportunity 

through sub-contracting to large firms which can be facilitated 

by the establishment of sub-contracting exchanges. 

8. 11. F!nally, Action Plans need to be broken-up into annual pl~ns and 

for the extens1.1n personnel, it is the Shere Term annual plan 

that is relavecr and meaningful. Such Annual Plans need not be 

static rigid, tney must be flexible and dynamic but none the 

less, an annual plan provides a reference frame for all those 

engaged in the development programme. 

8.12. There is need to monitor and evaluate the Action Plan; a gocd 

plan on paper may be satisfying to the planners but unless 

implemented effectively, does not achieve the purpose intended. 

In actual execution, many problems crop-up not envisaged 

originally and these need to be solved so as not to affect the 

implementation. Hence, a cJJse mon:c:c-:::-ing 2::1cl ;_;v3luc1tL:.n 

system is essential if the Action P:an is to produce results. 



S.:3. For this purpose, a~ lnfor::l~:ion svste~ has to be set-up ~hich 

supplies the desireJ infor::-.. 1:i0:1 periodicallv. Infornation neeJs 

:L' be proviJed from t'ie ~ ~:.::.: : ·, .1 centr2.l '1c1int 0n thc> e:;istin>c 

industrial units, new Lnits and the estatlishing of infrastructural 

facilities. Such information ob~ained, once a quarter, can be 

analysed and quick remedial action t:aken to cover any deficiency. 

\t the end of the year, a br0ad <!Valuation of the Programme can 

be made an~ intimated to the Policy planners who will then dt!termine 

whether any changes in the policy are required to reach the basic 

targets. For instance, if additional production and eoploy:nent 

are the basic criteria of de\·elopment, emphasis should be on 

reaching those targets. inrespective of the nature of industry 

chosen 

6.1~. Successful execution of anv plan requires constant vigilance and 

a willingness to respond to changing field conditions: while tt~ 

plan target~ must be regarjed as fixed, they can also be changed 

to serve the broad socio-econ~·::iic objectives of the plan. This 

can only be Jone if the proc..0tional agency responsible for t .. at 

portion of the plan, maintai~ a close watch on how well the plan 

is faring in '.'ractice. Inf,,rr:iation is the heart of monitoring 

anJ t:>\•aluation and iL is '..;ell •.:2rth setting up a simple iniormath-n 

system on who~'e output" one L3.n rely. 

9. Small lndustrv Extension Centres 

9.1. Study of the Small Industry ~xtension Centres (PPIK) at five 

locations was LOnducted by the team with a view to detercining 

!:.-1w well thev were operating and how their performance and 

utility to the entrepreneurs could be improved. These centres 

(about 9 of them) were set-up to provide a 'single wit1dow' service 

to the entrepreneurs based on an earlier l'>:IDO Project at 

Yn~yaka(ta and Surabaya where it was tried :n on a p1lot b~=ts. 

Of the nine Extension Centres, se~en of them fall within the 

project area 
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9.2. Tl-ie I:-:c'.~::::tri.11 Engineers at Jakarta, Sem:J.rang, Surabaya and 

Y0gya~arc2 :onducted the study relating to the cenLres in their 

respective regions;since no expert was available at that time 

at B3n~~n~, I conducted the study and also prepared an uver-view 

report ~'i6:-ilight ing some of the common problems that affect the 

centres ,rnd also some p,,licy considerations to make them more 

effecti\·e. 

~.3. The PPIK ~~ normally a part of the BIPIK (Programm~ fur the 

developr:ent of Small Industry) programme located in the KAX\{IL 

(Provincial) Industry office. The PPIK has besides a Secretarv. 

separate sections dealing with Technology Assistance, :tarketing 

Assistance, Credit, Organisation and ~anagement. It has a few 

Te(hnic:.il Service Centres (CPI) dealing in specific ;:iroduc~:"; 

normall\-, the number of such centres is ~ to 5. It has al30 

a :-iar~d Promotion Centre, and an Information Centre attached 

to it. .C,.t the field level, there are extension officers who 

inter.let with the individual units. 

'J.C.. The fcllo· . .:ing are socie .:if the important recomi-:iendations made in 

the over-viPw report 

The concept of a 'one-stop' service to the entrepreneurs 

th re ugh the PPIK is a ·;alid one and may be extended. :iuch 

service should include both 'soft;...rare' (as at present) is 

well as hardware. 

The Technology Assistance Cnit needs to be enlarged su as to 

cover all relavent disciplines and shoul~ advise entrepreneurs 

on ~uitable machinery requirements for their project. 

The relative roles of the :'-larket Promotion Centre and :-1arket 

Assi~tance unit may be clarified; the former may developed to 

unc.:r::J~:e c,>r.:nerci.:..I. .:::-:.:'. quasi - commercial activities while 

the ict ter provides assistance through market intelligence, 

exhibitions, etc. 
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Ihe Infor~ation Centre needs to pl2y a more dynamic role as 

J foc;1l point for all information froc and to the field. 

The Credit .-'l.:0sist:mce l'nit ::i.::;.\· be empowered to ch::irge a small 

fee (0.2~ of the loan applied for) for the appraisal reports 

to the banks, which may be collected, onlv if the Bank 

sanctions the loan on the strength of the report. This will 

enable the unit co assist larger number of entrepreneurs and 

also impnwe the quality of the services. 

The utilisation ·.•f rcct-.:hinen· anJ equir:-:ient in the Technical 

Service Centre (GPT) is low due to several reasons : non­

inst::illation of machinery, lack of skills of the operators et'-. 

It is desirable to review why this is so and to take steps 

to improve the capacity utilisation percentage. 

Entrepreneu:s, who are capable ,nay be allowed tc' operate the 

:-:iachinery at the discretion of the mana;~r lPT. 

~PT's may be allowed to take-up jobs from Lhe large units at 

actual cost, provided such jobs are not at the expense of 

small units. 

G~erating expenses of the CPT (excluding overheads, depreciarion 

etc.) should be met by the revenues earned at least after a 

period of 5 vears. 

Association Jf qualified personnel with the work of Extension 

rnav be secured through consultants from the open market, 

expertise avaialble in government companies, and through a 

p1nel of consultants whose services can be re-imbursed 

parti~llv by the PPIK. 

It is somewhat unrealistic to expect the field extension officer 

(TfJL) t,, be a 'miracle' worker; the main ~":<c:~icn :of t!-:-:c F''... 

s]-,._,t.:ld be to provide a 'live link' ·..rith L;t'" inJust ry - ,.,[11ch 

can only can through frequent visits to the units. 



T:!<' 'diagnr'sic' abilitv L'f :he TPL needs tc' be enhanced·'< thJ.t 

he i,.; <'.ble to identify the prL'blem,- of a unit and forr.iul::.te tlie"1 in 

~pecific terms for reference to the PPIK or hi~her up for J 

Each TPL may be given about 100 units to 'nurse' which wi:l tJrovide 

hi:::i with reasonably compact area to do tra\·el and work. The TPL may 

be required to make about 25 Intensive visits and 250 casual visits 

per \'ear. 

A separate Training unit mdy be se: up in each PPIK to coordinatL 

all training functions - of the entr~preneurs, extension staff 

and artisans. The work may -;lso be }ntn1-::.-J to the o-:-: 
(Organisation and Methods) which is at present lightl~ 'oaded. 

:!onitoring Procedurc:s laid down by the Director General S:::iall 

Industry are well formulated and adequate. A ~onthly Report on 

the tierformance of the field personnel may pr;oryared and put up to 

the Head of the PPIK. An annual evaluation o!:" the perfcr::iance 

of r !1e IPL may be done on the b.isis of clearly laid down :10rms 

irJ.irmed well in advance t J the staff and suitable rewards given to 

t:ie best TPL at tht:! Kabupaten, ~_,)<\.,'IL a.nd ~ational Levels. 

'Service to the Entrepreneurs' is ro be regarded as the primary 

focus of the work of the PPIK. A good beginning has been matl~ in 

setting up the framework of exten ion through the PPIK; what is 

needed is greater motivation on the part of the staff, a better 

awareness of the needs of entrepreneurs and a 'sharpening' of its 

image. 

lO. Product Reservation Scheme 

10. l . In ~ovember 1980, a d~cree was is~uea v =~e Ministry c~ Industry 

to reserve 127 products f,1r excluc,ive produ,·r. i.111 [: 1 t.hP --:Jl] 

-'•·c<nr: r-hoc prnd1ict:.; re,..·:·rv2d c,•'-'<:er a wirlr- 1"c1ri··ty ,,f ~' :~·r r,.; -· 

f·ic1d and fniir prnr.Ps.'~in::;, tl-':·;tiles, l.Jather. r11hber pL1c.tic", 

prin<ing, metals and machinery, r·lecr rical dppliances, 

. -

.. 

- ------------~ 
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tr:i:;:=; .. •rtc1til1n, \"uc'J, che8icdls. 'lc•,:;t of the iter:is ;ire sir.1ple 

and 3re ~ven now predominantly undertaken in the small and cottd~e 

in,'c.:=-;:·\· -:ectc,rs; r,Jn\· of the iter:;,.: re1ate tc• initial proces:::in,; 

and n.•: t'.;e finished product - what is being r•served is the first 

stage 0f the production process. Some of the items relate to service 

activities such as repairing, bottling, salting etc. 

It w3s considered useful to undertake a sv,:;rematic evaluation of 

the s' her.,e. It 1,'as nc,ted that there wa-=: i:~su:'ficent awareness 

of the sche::1e araon3st the government personnel and, even less to 

amon;st the entrepreneurs. The product description given in the 

decree are not always clearl identifiable since they were 

Jistinguished by the machinery employed. S0metimes, the scope of 

activitv was not clearly indicated: one item ~entions merely 

ricef:our, soyabean intended and green pea flour - it was not 

clear whether what was intended to be reserved was only the 

grinding and milling or whether allied processing opecations were also 

also ~eant to in included. 

In the decree it has been mentioned th~t where production of these 

ite:".s is undertaken .tL present b:: large <.lnd ::iedium 

indG·:r~. it will be transferred co the small scale indusrry wirhin 

certain li~its through current licensing procedures. The specifit 

mechanisr:i bv t/;ich this is pr,1p,1sed tu he ~one: h1s not been indicated 

clearly. It mav be necessary to pruvide a definite time limit-

- three tn five years - before production is sought to be phased 

out. : .. nile ;,, the current decree, the 'over lap' products 

between the lar~e and the small sectors may not be significant, 

it will become some once the small eector develops. Agaia, the 

small sector may itself be a threat to the cottage industry 

sector and a certain measure of protection co the latter either 

ti.rough Reservation 0r tlti:uug:., f i.<::cal mea>:>11r,:> :nay be necessary. 

According to the field data analysed, the total number of units 

ma~ing products reserved in the small sectQr is little more then 
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.. o ,000 which is abciut 36:~ of the> total nu..iber L)f '-'f'.1all units in 

t'1e co11:ltry according to the 1979 census of tht' Biro Pusat Stath' ik 

(Central Statistical Bureau). Of these, 60: of the u~its are 

lc1c:lCed in nine ~)rovinces (of ,,·hich al~ exc12pt S0uth Sucu.r~0 r,1 arc 

in the Project Area). In terms of employment, the reserved units 

account for 300,000 persons (out of a total of 837, 055 engaged 

in the small sector) and a production of Rp 209 Billion (out of 

total Rp 600 Billion for the entire small si:::ctor in the country). 

Thus the 'reserved' product units consitute a significant percentage 

(about a third) of the total for the small sector in the countrv. 

10.5. To monitor the working of the scheme, at the field level, Data 

Analysis sheets may prepared tor each product at le:ist unce a 

vear. Such sheets would provide information on production, price, 

quality, availability, marketing and other proble;s. A Package 

Programme of assistance - including such items as preferential 

allc:ation en the Industrial Estates, availability of credit, supply 

of raw materials, assistance in marketing, facilities for testing 

may be formulated to enable the units making reserved product~ 

to function effectively. 

10.6. The working of the scheme needs to be monitorPO cln~ely at the 

::1tfonal and Provincial levels. At the centre, a st~mdi;1g committee 

with the Director- .eneral, Small lwdustry as Chairman and 

Representatives of all other agencies concerned as members may be 

>"et up to revi.2w once every three months the progress of the 

scheme, provide clarifications and recommend any ~odifications, 

i:1cluding additions to and deletions fror:i the list. Any pCJduct 

proposed for reservation must normally satisfy the following 

~riteria: proven capability for production in the small sector, 

potential for growth, stable technology, easv availability of 

machinery and raw material, no special marketing problems, no 

significant export abgle, and no special rP~tic~ictions in terms 

of safety, health and pollution hazards. An illustrative list of 

100 products that mav be considered for reservation has heen drawn 

up for consideration. 
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~~J shoulJ ~or be seen as an undue protectic~ to the small ~~its. 

:~1ere the scheme results in high price or ~02r quality to be consumer, 

ther~ shoul~ be no hesitation in noJifvin~ i:. It mav be st:pulateJ 

t~ar '11 l res12rvations may lapse :1ut,1:'..1ti.::c1;_ >- after a perioc o[ 

fi•a years unless a specific decision is ta~en co continue them. 

Reservation is meant as an assistance to the small units to overcome 

disadvantage of size and not dS a permanent crutch. 

l l. Sub Con::ract Exchanges 

l. l. Sub Con'.:racting tM:o been defined by L-XElO, 3:3 a 'relationshi;i when a 

company (called a contractor) places an orJer .. :ith a another company 

(called the sub contractor) for the production of parts, ~c=;ionents 

and sub-assembli-::s by the contractor'. There are.in practL:e, a 

number of variations of sub contracting : it may be for cos~ 

saving or capacity reasons; it can be steadv on a long ter= basis 

er r.-terel:: a 'one shot' order. :,;ormally, specialised sub-contracting 

is of the former type while capacity sub-cc~tracting is the latter. 

;,-hile many 1leveloping countries favour the long terr. relatio.-iship, 

short term sub-contracting also enables the spare capacity ,,f small 

r.:nit:=:: tc• be 11til i -ed more fully. 

I 1.2. ~hatever che r~ttern of sub-contracting, there must be tangible 

benefits to both ~!~ties, if it is to be successful 

For the contractor, it offers the advantage of 

economising on Cdpital and labour 

lowe· cost of product due to lower undertaken of the large 

firm and lower wages and overhead of the small fir~ 

specialised skills of sub-contractors 

a 'buffer' against demand fluctuation 
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For the Sub-contract0rs lusuallv a small or mediu~ unit) it 

provides : 

a read\· r.1arket; 

teclmical anJ raw materL1l assistance from the parent 'fic'.1
1

• 

A typical list of parts and components considered suitable for 

sub-contracting in the auto:1otive field was drawn-up. 

11.3. In an earlier studv, a model agreement has been suggested between 

the large unit and the small unit. It mav also be desirable to 

consiuer the estar ishment or a specific institutional device known 

as the Sub-contracting Exchanges; in the current project two such 

exchanges were to be set-up at Jakarta and Surabava, which are both 

industrial growth centres and have a significant large as well as 

small sectors. 

11.~. As its name implies, the function of such an exchange is to put 

· '1e ccntractor and the sub-contractor in touch with ea-:h other 

i:1stead ,,f having to spend time and money to locate a sLiitable 

party for a ~pecific job. Such exchanges can be run privately on 

a conu:>erci<il basis or cooperatively by Industry association or 

by Government for a nominal fee. In Japan. Sub-contracr~ng plays 

a very vital role and i~ encouraged through govern~ent agencies; 

and protected thro11gh legislation. In [ndia, a network of 16 Sub­

contracting Exchanges .1ave been set-up as part of the Small Industry 

Development Organisation. 

Ll.5. The Sub-contracting Exchanges proposed for Ja~arta and S rabaya 

may be preceded by a pre-operational survey of both the large and 

small units so that the views of the Industry association and the 

potential that exists may be determined. Such a survey would 

also define the reasonable area of coverage of the exchange and 

rhe numher of clients it can effectivel·: serve. In ter::-. .o _if 

0''.:::ff, cc.ch c:-=.t',ange will normaLly have a Technical :.!:rnJgt'.t, 

Data-Bank Assistants, Technical Assistants (2) and Secretarial 

Assistance. 
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The Sub-c,,ntL1ctin~ Exchange \,"ill maintaia a Jac1-bank L':° the 

recJgnise~ c~?abilities of the units on the s=all sector. 

Such infor=ati~n can be stored on punched cards or o~ a ~ini­

co::-.;rnter JS ~lie nu::iber b 'co:::ies larger. The Inf._,rmation i5 

to be ~ept c0nfidential. A 5ervice agreement (draft of ~hich 

is included in the rel~vent report) between the Exchange and 

the client is Jrawa-up in which the resp0n:'ibilities of the 

exchange in respect of transactions effected through it are 

clearlv specified. The Exchange is basically an information 

cen·re anJ cannot be held legally tesponsible f~r defects in 

delivery, cel:ws in payment etc. \,'here the contractor is 

interested i a steady supply of goods on specific delivery 

late, the excha~ge mav monitor the supply, purely as a gesture 

of good,.,.ill - tl; :.igh there is no legal responsibility to do so. 

It was esti:::ated :hat the fixe·i co::;ts of an Exchange will be 

of the order of Rp.20 Million, while the operating costs way be 

of the orJer of Rp.25 :-Iillion. It should be possible to :r:.eet 

a portion ot the operating costs through subscriptions levied 

on thP client fir~s - both large and small. 

Infrasrrucr-ire f0r Small Industry 

Rt:PELIL\ n: the Courth Development Plan) has c>nvisaged the 

establish~ent of suitable institutes that would provide for 

the small indc~try in the countrv : 

Information Service, 

Education and Training Service, 

Transfer of Technology Service, 

Desi~n and Development Service and, 

Promotional Service. 

ir ~3s rc'quested that a preliminary scheme be J~a~n-up i0r eac~ 

of these functi0ns so that Government could take a decision on 

their establishment. 
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Xational InfJr:nation a~~ ~:cumentation Centre (XIDC); 

Xational Education and :rai~ing Centre (XETC); 

::atfonal Technologv Ser-:L::e Centre (XTSC); 

Xaticnal Pr0duct Develo:=e~t Centre (XPDC); 

:\,:.c i :-ial Industrial Ser 1:ic.:; Coentre ~XISC). 

The ':,nional 1:1L,r:nation an~ =1ocur:ientation C~ntre (:·:IDC) will 

perfJro the following tuncc:c~s : 

.-\cquisition of Infcr:cario:-. '.!:i.terial from other Jepart~ents 

and agenc ie ~ : 

Processing and Storage; 

Docu:nentation Service; 

Publication and Reprod~c:icn; 

Audio-Vis··al Service; 

Consulta-:'n and Inquiry Service; 

In ter'.lls ,,f •11tpct, the XIJC ::ill bring-out 

t.; .• ' 
•• ct:1GDOOKS; 

Bibliography; 

Current Awareness Bullec:~:s; 

Ahstracts; 

::ewsletter; 

State 0f Art Reports; 

Translationo; 

Conference and Se:ninar ?rcceedings. 

The ~IDC will operate throu~~ six sections as follows 

~ocu~entation and Inquiry 5er~ices; 
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P~b:ications anJ A.V.facilities; 

In-::L:o;crL1l Disse::'ination; 

The Centre r..a.y be set-up in Jakarta. The initial cost of such 

a centre is likely to Rp.100 ~illion; ~hile the operating cost 

will be ~p. 100 ~illion annually. 

A Xational Education and Training Centre (XETC) ~av be set-up 

with the following objectives : 

To integrate and Coordinate all efforts and ;ic:ti·dties 

the InJustr·· Department in the field of human resource 

de\'e lop::ien t ; 

To ~rofessionalise the management and operation of tee 

l"raining and Development activity; 

To strengthen .md upgrade capabilitit!s for hur.;an resource 

trainins and developmenr. and 

To provide facilities for Research and Survey and for the 

con~uct of traini,g programme . 

. ·he ::r:rc r::a'.· un lertake the following tasks : 

Pla:-ining and '.-!anagement of all Programmes ar.d Activities; 

Research and Survey; 

Prl'::;raCT1r:ie Design and Preparati•Jn of Training :-raterials; 

Operating [raining Programmes; 

Adc.inist rat ion. 

The fixed costs are 1 ikely to be <'.round Rp .100 ~!illion while the 

operating costs will ann:·:::.:!.ly be of the 0rcer of Rp .150 ~!illion. 

The Xarional Technology Service r~ntre (NTSC) may perform the 

following functions : 
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Tc1 assc:ss the existing tedmolvgical le\·els in I:1-..:onesL1 in 

the S.:!all :nd CLittage Inc!ustrv with 2 ,·iew to iJ<:::·.tif~·ing 

the 1 -:-ec:molL1gy gaps' that need tu be filleC:. 

To co~pile data on technologies developed in Indonesia and 

elsewhile relavent to the conditions obtaining in the countrv. 

To prepare. in consultation with the concerned R & D Institute 

the necessary engineering design 'drawings' lay-out, 

machinerv, etc. compiled as a 'docuraentation' tLat is u 1ble 

industrially. 

To negotiate for the input of suitable technologies fro[ 

abroad anc to lease them on favourahle terms to SDall and 

mediuc unitq in the country. 

To operate 'Pilot' units to demonstrate the feasibility of 

such pr1cesses. 

To con~uct a technical information service that would answer 

inquiries and encourage dissemination of information within 

the COIH~try. 

To act a~ a 'hridge' between the R & D Institutions anJ the 

field extensi~n agencies. 

Tt1e :.:TSC may have the collowing sections dealing \.:ith 

Technology Assessment and Selection; 

Engineering Services; 

:.;egotiating and Leasing; 

Technical Information and Referral Service; 

Documentati0n and Publication. 

Tl-. - ,.r-n('0 
• t ~ ~ l ;..J .... cnoperative arrange~enr wirh similar ~nJ~~~ 

iu 1Jtt1er ueveJnping counrries and with regional institutions 
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such 3.S thl' ':L•.:ic':ul l:cntrt.' for ~echr:.oh1g\· Trcu:.~~t:r o\.C[T) 

t-stablish,c•J at S.rn_:.!l,1re ~ lmli:1) b\- ESCAP. T':"' ~ixt:>J cost ,1r 

Producr De\·el. ;ir:ent and Dt::'si.;n in :-tetal::<, Cer;:;.c:-.ics, '....earher, 

Bamboo, Rarra~ etc. 

Desi~n of L·pr,";..:.: t0ols anJ techniques a;:; i;,;.:-1 l as !'et ter 

utilisatL':-i ,•f loccill'.· avciilable raw mattrial:-;. 

Improved Packagi,g Techniques for Small Industrv Products. 

Training o~ and Deconstration for crafts~an. extension stafL 

and entrepreneurs. 

Publication anJ Infor~ation. 

~ngineerin~ ~:rksh•p. 

Five c'peraci,1nal "'C-Ctior-.~ are proposed to deal \·:ir>i 

En:=-i int-tr i ·' -- ....... r:-rv ict."l-:.. 

I~proveJ P1;~agin; fechniques. 

Train in~ .1:1,I. 

:,.;,1rk:::h,•p "' r•:i l.! pr.•t('types 0f improved r.-·c•ls and equi. '.'.'.ent. 

Fixea cnsts are li~elv to be arn~nd Rp.l~O ~illion while operating 

costs mav be ar0~:-id Rp.~00 ~illicn anDually. 

The ::ational Induc;trial Services Centre C'i5C) ::-.a,- ;'erform 

following functicns : 

Suoply of s11i·.-ible ::-,a.::hinery on i hire purcha,;:es basis. 

?urc:tt_,:=..- a1,J -~l'"rri:;·.:tic>n of Raw '.'-laterials including ~';J;-..:: 

r!1at needed t - he i:;-.?orted 
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Dl'"L'Sri.: :-::2r:\.~tin,_: ,.1~.sistan~~ p::.rticul trly in respt.~ct 

<1 [ larC:l" \"L)lume f'\lrCh:He !":UJ\? b\· ~;0\''2Cnn1C!1t .inG ~1ther 

contracror. 

Publications Cnit. 

The organisation may be structure,! in fi\'e ;ecri.ms t,, dc'.d with 

each of r;ies..- functions. The fixed cosrs or th .... cenrre are 

likelv to be Rp. :00 ~illion while the annual operating costs 

may be of the L'rder of Rp. ion ~[illion. The '~ISC can perf'1rr.. 

very valuable servL.:e functions for th" growth of small industrv 

in ti1e C<>tmt ry. 

Sectoral Approach CL revelopment 

In an earlier Report (~o.3 - July 1982) it has been suggested that 

rhe DGSI may he r<'structured on a '::-,ixed' ba . .;b - :;Jct sectoral 

dealin::; with specific areas of grot-:th and part funcr i,mal. In 

April 1984, a re-organisarion of the DGSI ~·1s effected on a 

rurelv sectoc l baFis to comprise of the follot-:ing six directnrates: 

Pnlicies and Programme~: 

f,1nd Ind:Jsrry: 

Texr i les an · Lear i·,,r; 

Clwr:iicals and Building :.aterials; 

Handicrafts; 

~!etals. 

In a Report (:,o.58 - :lay 1984) che significance 0f this change 

is discussed and suggests how the tw0 approaches - th~ sectoral 

and functional - may be combined ju..:iiciously to provide optimal 

beretlt to rhe development of Small Indu;-;ti:.-·.r. !r w;;.s 

recommenJed 1 ~~t sub-directorates dealing ~ith Infrastructure, 

::achinery and Raw :-faterials, Trlinin; ;rnd ~>·aluarinr. ~larker in;_; 
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U,_ir in,.:t:ince '-'..ichin._.n- llnJer :-!era!": 'L1r'.zt.'tin,:: urhlL'r lLmJi,·raft:::; 

Infr<str;1,·tur.: '::tdc·r Policies etc) which , cu :i:r as :i n,1lLil 

rhe sett ing-11;1 ,Jt twu ne\• C:irectorates - L'"-<' f,-r Light Industry 

to J.:;.d ing 1.dt:1 the increasingly impc1rrant El12ctric;:il .l:1d 

~lecrronics Sectors and dnother dealing with Economics 1nd 

Statisti,-,.: whic'h ,•,>11ld be concerned with r!:e CL'mpilation ,-,f 

~tatistical Jara and coordination of fcasibilirv studies. 

The ~ep<'rr als,1 discusses the need to desi,:;nate the C.irrage 

Ir1dustn·. the 'l,•Jern Small Industry and the Services 3'." Sl~parate 

sub-s•ctors of the Small Industry. In vie~ o~ the likely rise 

in th~ invesr-ent ceiling fur the Small Ind~strv (upto Rp.150 

:lill~on). a separate definition is recommended for the :ottage 

Industry a:·,J Sen·ices S<"ctor (Rp.10 :-lillL·n in invesrmen':. and 

A special :-;ackage ;:irc'grarr.:ne 

of '-'upp0rt f,-r thc>.se two se-ctors may be neeced to take advanta..;e 

of r-lwir hi:.;h ldb<,ur: inten;:;ity and creatic:1 c'f new e"lployment 

;1t ::-:inima l c,•"r. 

:·L. 1;__1 .. it \-:.l,-. '-''1"gested that the next phase ,--,f the l'~IDO Pr~'_je>c!: 

I\S; 78/078 r<.ci-- :1e r.-- 'rienteJ tc align with the new approach 

refl._,cted in th.c· n-- .r,;anh:ation of the DGSI so that the 

inte rari,,n c:it the project with the main '='trearc. ('f activities 

may be clc,c:er and ul•re effertive. 

'!.. Purchase Reservat i 'n Pee~ 

14. I. A study ·~1irrenr lv 1mder progress is th2 p0licy regarding rhe 

preference acc0rded to small c:upplier~/contractors in responding 

to purch ses ~ade by Government agenci~s. [n the earlier decrees, 

I~ a~d iS. ir has been stipulated that wh~rn rontra~~or~ ~r~ 

le-~ than Rp . .!O :-lillion, thf' c0ntract .c:hc'ul.l be given t•• small 

c:u;-iplier" hel··n,;in;.; tP th•· economically wea~·- ''-'roups; wherv ~r 
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i:-: ].:r;..-c.::: S.p .. ··.l '.'lilli<-'ll .. mJ Rp.50 '.''.i'-li~1•1 ic :-.~,-.-be Jc'ne on J 

t.c::,'er t'iJ.o:'is '.1'•n:c,,;t such [JJrties. 3et"-''een R;'.~::i '.'[ii.lion and 

R~. iJO ::illion, a price preference ~.l~ be Jccor~ed to the 

ec .. ':: .. ·~:ic.l~l\· weJ.k ;1 lrt\· u;:ito 10 :, . 

been revised as Decree 29 and 30. 

A S~Jdv is being made of the operation of the scheme and to see 

how far the benefits inte~deJ to be ?rovided under rhe Je,ree 

actually reach the small producer and wherh~r in practice, an~ 

rrice ?reference is accorded bv ti~ ?urchase a~encies. For 

instJ~ce, the 'ecree makes no distinction between the small 

producer, and the contractor who is onlv a middleman. It seecs 

dcubt f•Jl whether such a benefit shouLi be extended to a '.Tlidd le-

:Jan JnJ whether it -hould ~ot be li:ired r~ 

belonging to the economically weak groups. 

:--. •... ~ - -rc•ducers 

The C'.eed f,•r effective monitoring of rhe schene at varic1us levels -

Ka:.:updren. Kanwil and national levels - is ab,, consL:,·red 

esst-ntial if it is to really benefit the S:Jall and ~ottage 

InJ11stn·. The DGSI and the Kanwil Industry offices need to he 

i:n·ol\·eJ closely in S' ·h conitorint;. It .::!lculd be pc-"sible 

L)[ the :rarket pnimotion centres (PPP) at t,;,:- :.:..:..::~!IL level to 

rrcviJe "?ecific gua~J.ntees on the ability of J small unit to 

execute an order and to issue 'Certificate5 of Competency' to 

such units to assure potential purchasers. ThP PPP at the 

KAS'.-.'IL office backed by che ~SIC at the ce:Hre can also provide 

intelligence to the small units in regard ro ~arket possibilities. 

The ::::tudv is curL ltly in progress. 

S11b-C:ontract Studies 

The project originally envisaged an expenditure of CSS!00,000 

on studiPS to be ::::ub-contracteJ; "''-'b~,·q••c-nr iv. ~ r r,;,::s r::duced 

to CSSl00.000. [t was agreed in con~ultation with th~ Director 

t eneral S;;iall Tndustry and the SIDFA. th3t ir -.:.•uld be optimally 

- --
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small inJt::,;rn· in InJc'nesia: tht:>re were : 

Prc1file:=: .if e:cerging e:1trepreneu~·s in Java; 

Sur-cocttractin~ in rhe Automotive Sector; 

Agro-lnJ 1st rial Processes relavenr to Indonesia: 

Appropriate I~~hnol0;y in Indonesia. 

Su ... r..ible ·-'L::rn"'.-'ath,ns were ide•1tified to c0nduct the studies 

and rec·o2:c.t>r:1:'.at ions !'.lade to C:HDO Head Quarters f,,r awarding 

t her:i. 

\fter co~1stJerah ' discussion, it was decided to m· !re'. rwo 

Sub-ccctrracrs in rht:' ~utomotive section to Sufsidi 

;n,k'-'trL.il C..•.·;1eratives ro PT Bufar C<"merlang. 

The rw'' "tt:c'.1e;c. in enr rep:-eneurship were merged and tenders 

invited f,,r rhe C•'ntract. The replies receiv~d were analysed 

and sent · J ~:Inn, Vienna. A decision in the matter is waited. 

The St11Jy on Sub-c,mtract. ing in the Autornot ive Sector was 

awarded in Januarv l'.~~ and a final draft of the report was 

submitted in July l' )!+ which has been sent to c:: LOO Vienna for 

clearance. rhe report was precede<' by frequent discuss; 'n'=' 

idenr ifiE< tlj product groups which can \-le prnd11ced by 690 Sub-

ronrr;i.cr l'nitC'. 

--"-
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T'~e SruJ·: .>n Ind::.rrial C,1~'rer.nives is in ;1rc1 sr<''=''='· .\bout 10 

1'l.-'1..":-H:rari,:cs ha\·L· heen ~i::-·lected f1.Jr int.._•:1si\~~ st .1d\' L"'t1 the 

b~:..:-:i~ l_1:- • •• .-:1i·'-~i1 rhv br1J.11..1 1..·0nclusi1.."n~ 1..."L · .. :h..1t ~1akes ~uch c0l1pcrJti\·es 

:-;.'-· _·c·~:-:· .. L ir•_· :·~- ipl1;:.t-',j ti.._; ~e Jrawn. 

Th12 Pn'jPc t ha.J ;-irLwi:Jed fc1 r 15 rr./m t•'r Ir:ternat i('!1al Sh,1rt Term 

(cn~ulranr~ ~hich was later reduced re l~ m/m. 0n rhP basi~ cf 

3 -::.1:-:i fer "c1ch CL'n~ulr.J.nt, ir was Jecide-J to requesr fc)ur 

c0:1st1ltants in ~i.e> f,1 llowing areas : 

Oualirv l~nrrol and Standardisation; 

Cre.Jir P>'licies in rhe S::-iall SEccc r; 

Statistical Dar.J. Collection and Dis~lav; 

Packagin:.; fr. rhe Small Sector. 

Tt~~;-dP."cri,itL,:·' ,,f 'he consultants were Jrawn-up and forwarded 

ro CXID0 Head office in early 1982. The first Short Term 

Consultant (~r.B.Catane - Credit) arrivt:'d in April lY83 and 

11~1~ assocLiteJ rill .Tuly 1983. The Nhers came .s..,quentially 

~r.J.Soijker~ann, on rata Collection (July-October 1983), 

~li".uu. C'.h~·vallid- nn Packa;ing (l1ctober-.Tanuarv 1984) and 

~r.~l ~orsev ur ~tanri~rdisation and Oualirv Control (January­

~!arc:h 1934). 

In each ca-<P, r!1e Short Ter::-i Con:-:ultant was briefed intensivelv 

b·: rhP Tea::1 L" !rler and as,.,isred u dra'.>-up a \.!ork Prngra!'1r.1e in 

con~ulration with a JPsignated official from the DGSI. The 

C<'nstilr:mt Wils also assisted in making field visits to relavent 

plJces and to meet the concerned Institutions and IndividJals 

Ar the conclusicr~ of the mission, a meeting was l'rganised by 

the DGSI ..r1Jhle trH" consultant to make a presPntation of his 

rece>rir:ienc!c:: ions which were discussed by ·1 ;:1~-:c lv ::q:<e"-•"nrc.:i.'!e 

satherin2. In the case of the Packaginl,\ E:-:pert, the meeting 

,• 
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The Pr,ject had originally funds for fell0~ships and Study T0urs 

ar [SSJ0,000 each which was larer enhanced to [~S~0,000. In 

consultation with the Training Experr, rii-= c.ubj..-cr'"' frr fell,,w­

ship and rhe institut ons suitable for the purpose were 

identified; thebe included Infor~ation ~ana;emenr, Training 

'lethods, Low Co:,;t .-'\urr'rr,ation, Industrial Estates. Export 

!larker ing, S1~all In~ustry Prc;.iotion ere. T~e Institutions 

incluJed the Small Industry Extension Training Institute (SI~T) 

it Hyderab~J, the Institute of Small Scale Industries (ISSI-CF) 

at !!anila, the InstL tte L'f Tool DesL;n at Hyderabad. the Irish 

Developraent Auchcritv ar Dublin, Carl Duisber~ in Gerrnanv and 

the Japan Overs2as Training Program;:ie. Tht' dura• ion of the 

t-Ji°''f;Ld1111ue ranged frc''.:1 6 to 12 weeks. In each case, the fellow 

~as briefed -rior to his visit and later debriefed. 

~tudf Tours were also organised fer midrlle level and s~ntor 

officials of the DG-SI. Such tL'lirs were undertaken <0 Japan. 

<;011th KL.,rea. Philippines, Italy, B12~gium, France, and were 

cc'ncerned with noting rhe policiE-s and ;:irogram.':les fer the 

developrn~nt of Small Industry in thos~ countries. 

0ther items of work 

~number of occasional papers. were prepared (see AnneD•re l) 

in respon.c:e to c;pecific rtc'quests from of:'iciab •Jf the pr;-SI. 

These re 1.at2cl re pol...ci.<>c: fnl low.cd in nthe·r cc1intri,os .Li wr>ll 

as on tcipics relavent to Indonesian Small Industry. These 

nCltes were on tc>pic-: such as the 11tilic:aric'n nf fndustrial 
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1.~ pur~h2se •f equi?~ent - p~rticularlv vehicles also forced 

an iccc:h·rtanr a-::ri\·iry. Ir was earlv realised that without tlw 

to ~uncti0n effecti~e~v: hence, the pr0p0sal to purchas~ 0ne 

vehicles f0r each field ·e~~ was placed bef0re the First 

Tripartite Review in September 1982. After it had appr0ved, 

was al"o ;:)lirchasPd : ·r use in <he Inforoation Centre at Jakarta. 

\ few t'th.-r l1ffice ec;u. ::ient · .. w.·e purchased at .;akarta .for use 

19. Traininf, .1 f Cr•unr·2rpart ?ersonnel 

19. l. 

~o. l. 

,\11 '-tndie·d and visit" :--.ade were unne along with the counterparts 

In addition, discussions were held 

with ,~ffi.::L1l"- of the iJCSI and a few talks delivered on various 

aspects,,:: SCJall i:· iustrv development. Thus a degree of 

training '•''.1 rhe j ,b'1,·a" imparted to the nae ional officials 

l'tilisati•m of Results 

The area cillotted t1J r:1e relates to Policies and Pr,1gramrr1<-" and 

the main eff0rt has been to review the ir.iplementati•1n nf rlic" 

policief' alrPady laid ck··.-:n to see h0w L:ir thE:>y can he r.iac!e !"10re 

and empl•·::-:ienr and thio:; can be partly arrribute(1 t<' thf t·10rk 



2'1 . .:'. • 

.!(I. J. 

I I II I 11 

- 3) -

:~~ J3rt!:u1arlv . . 

::,·ugh intangible, this mav be regardt>d as :1 

the work of th~ Pclicv Advisor. 

cannot he> und"';:- ..: c i:.iated. For this reason, it has been 

a sepdrate package of as~~stance ~ay 

industp: - .:in,' t''.J.t it be distii"lguish.-d fro:c. the r:c,dern SI".211 

fhis ~eco~es even more i~portant wht'n, fnr other rea~ci"ls, 

the cl
0 iL :.:: c·:c .·_;~·ital im·estment is sougr.t t'.J be increa~t>J. 

Alrhou~h so f.:ir. ~c specific categorisation of the Cottag~ 

Increasingly, it is such 

t·echnoh .cio;t • .. fr,' _.;ee in it an alternative career path to scet2king 

i<:iplo::ment eit:'.,'r under ;;•Jvern:nenr or in the large Cl'mpanit'"i. 

[\1r this «e:1c:c':~. 1 ch;:rn;e \..'as rcade at the instance of the TL'<'lm 

~.·entrared nn the ffelds nf Electrical. 
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sector in this field. 

In fact, the :.L.lo;Hion of a ,oectoral a;:ir:ro.1ch t,' .:'.e\·2h>pr..enr :-ias 

been aJ·cPCJted right from the cor:irr.encec:ent ,,f r'.1e .'··~'ject an<l 

been un<lerraken on d sectoral basis i~ signified::.~. It has been 

felt that as S::lall I:-idustry dtivelo~s, ir wa-..· n .. - l_"'::.:er be 

adequate to speak merelv in functional terms anc t~e special 

r0blc::ns of tbe Sr:iall l"nits in a particular "v.:z,'r · .. :herh,,~ it i. 

metalc:, leath1:-l. che~.icals or electrc::.ics - zh:>e' ~-'be h'oked 

upon on an inte;rated basis. In Training fL~r i:-.;;;:.o.:1ce. rik 

er.phasis shifts fron a purely norivational trai::.inz : product 

oriented trai::.i;-iz pr2~ra:'""_~:es; in :'1ar·_.:eti:1;, ttk .:e·~er:1l vr.:blems of 

marketin~ are no lon~er of interest and it is t~e s~ecial ~roblems 

relating to a ;:iarticular product that can produce results. :iow that 

DGSI has been re-oriented on a sectoral basis, it ~ay be expected t~at 

poliL :C!s •;.,.'-mlc be r..ore product specific and not r..12rely in generalised ten:is. 

tmir and the S:-:-,a~l ~-:iit.:" has been ;>ell receh·e.:i j•: both rrw 

large and .<nall "=ecrc1rs. ;\ot only 1-:as the need fer such a 

clear agreemenr recc~nised ~y the cetailc: of "=uch a~ a~reement 

have also heen a~pr·~ed by both the l2rge and s~J:l c:ector. 

It is felt that a wicer adoption of r:1e agreerr.C""nt 1-:ould give a 

clear picture ."'f rh~ obligations L>n b,,th sidc-s - •.:hich would 

help in a better ap~reciation of the benefits tha~ would 

mutually accrue thrcugh such an arran;em.~r. To facilirate 

a greater reasure of sub-contracting, a specifi~ ?roposal to 

irabaya 

has been made and it is hoped that an earlv ct~ci~i~n is taken 
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be J...:apteJ b~ the ~roviI'.cial and distric: !nJustry cifices. 

The e~phasis in the Ac:ian-Pl3n is to :::j ~pon S=all Industry 

De~e::prnent as an integrated ~rocess 1nv::~ing rh~ t0tal 

r;;,,bilisation L'f all th, resources, b,•r:1 ::~::-:;i:-i and c:J.terL11. in 

i :1d i> - rial opp,, rt ur· it i-.:;:;, 1.-:h L:h was i;::...:c- r~ .l~en ti,· c" her C",--·'.1er s 

't r:ct:' rear.,, has been a ,;;re2:: help; ~i:-.c,, ir L:: r'.ff,'l16h :-:lh~'' 

·'pt:Jc•rt ities leading t~' the creation : f ::e·..: :;:iir~ rhat thc­

targets set in the national plan anJ br:~e~ into ~r:vincial 

and district level targets can be ful~~ ·e~. 

The :ver-v . .:w ~rudv on rhe s~all 'ndus:r~ 2xrensi n centres 

\??[~) - based on five individual stud~es - has provided the 

DGSI with an 0bjective analysis of rhe per~:r~ance :f these 

,:errrres and '.1,1w rhev c.ln be ::-,ade TI!ore o:>::ecti\·e. \·:'tiile "·:·r:ie 

cf ~he sir:iple recl=~endatians at the -?era:i:1g level have been 

acce~to:>d. those made ar a policy level are under consideration. 

H,,;,·t0 \·er. the idea::; 0re.:,,nre.J in the re~,·:·t ha':e bee:1 ap;ireci:Hed 

:r.1 ~" ::-:ay f:ie ;rnriip'!~ed that at lea"r ·<:JE· '-'~ ':;t'-::1 will be 

d,•;1ted. 

T:-1e c:..•ncept 1..,f· a 'B 1si'-- La~~·' for Sr!lal:. T:1_::jsr r·: f~·r which a 

draft has been prm·id...-: ha::: al'-o been ;,·-=ll received; now rhiH 

a oo:lprehen'-ive La~ on InJustrial Develo~:lenr ha~ he~n passed, 

«:""time see:-::,; ripe L•r a Ba"ic Law -:--r ::e,·:·e<" «n S:-::all Indi:'itry 

De\·elc•pr:ient which ·..:auL clarify the r"le ,-~ rhe sector and 

Ccwernment's atritudP t,:i it. Such a B:1,.:i.:: :.J'..: '.•culd set forth 

c~earlv the de2;ree of ~r,1tection that cac-, :--e ;iro,·icled t•) the 

secr,;r ~br,H:;:!l ~11,"<• <::.:-.:· 'J::"t::s at Pr0duct ::<_._'"•'r\·:itL·n and Purchase 

Preforence and the neeC: f,1r the sect·.:ir r, ·.i;::,;r:.idP its quality. 
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:~e Product Reser~Jtion Sche=e ~J.s been stuJied in detail and 

~nd the crit2ria to be adopted for reservatio~. It was noted 

tint there has been inad-c!c;_uate J.·.,·:ireness of the 

?Otential of the sche~e which can onlv be realised if it is 

backed by a 'Package of Assista~ce' for units making the 

reserved products. An illustrative list cf 100 items that 3re 

eligible for reservation has also been drawn-up. The Study 

on the Sche~e as also on the Purchase ?reference Scheme high-

lights the importance of close =onitcrin; that neeJs to be done 

if such measures are to yield the benefits intended. 

Cltimatel:;, :-'1ere is need for a well coL1rdinated institucional 

infrastruct~re if small industrv is to grow rapidly in the 

country. The Fourth Five Year Plan has indicated five national 

centres dealing with Information and Documentation, Education 

and Trainin;;, Tra.sfer of Technology. Product Design and 

Development, Industrial Services. Prc::iosals have been f,1rmulated 

indicatin~ the functions, organisation and costs f each of 

the centres which, it is hoped, would be helpful in arriving 

at a firm decision en the establishment of these centres, which in 

tun:., would give the small entrepreneurs meaningful inst1i- 11 ti0nal 

sup;rnrt. 

1t is seen fron the above that the various points cf view 

expressed and recornmendat ions ::-.ade in the Reports have been 

appreciated and adopted in some case; in others, it 

some time before their impact is felt but they have helped in 

creating a new awareness of the potential the small industry 

sector has in contributing to the industrial growth of the country. 

Recor.unendations 

1h~ rec0mmendations as to future policy measures i1ave Deen made 

in ~Pveral reports and indicated in the earlier pages. 
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Broad~v, it is considered that the policy frame alreajy 

formulateJ is an adeq~Jte one but needs to be more effectively 

implemented and closelv monitored. There does not seen to be 

unv need for a drastic re-orientation of the programme. 

However a few snecific recomI:lendations have been made such as 

the following 

(i) A Basic Law for Sr:iall Industry Development needs to be 

formulated to set forth clearly the objectives of the 

Development Programme and how it is sought to be achieved. 

~he Basic Law may indicate clearly the 'Package A.ssis[ance' 

to be provided by Government and what needs to be done by 

the units themselves. 

(ii) Better linkage, ~ith the large industry needs to be effected 

through creation of greater awareness of the mutual benefits 

of such a linkage; it r:iay also be regulated through an 

agreement which is monitored by the K,~~WIL office. The 

establishment cf ~ub contracting exchanges would also be 

htlpful in this regard. 

(iii) Planned targets at the Xational Level need to be broken 

uc into provincial and district levels on the basis of 

which 'Action Plans' may be formulated for implementation. 

Such plans should mobilise the total resources of the 

region - both materiai aDd human for ~or its economic 

development. 

(iv) Institutional Infrastructure needs to be built up at 

national level in the areas indicated in REPELITA IV 

(Fourth Development Plan). Ssch Institutfona will be 

apex bodies providing ~uidance at thP provincial and 

district levPt~. 

(v) The Industrial Extension network needs to b 0 strengthened 

11 I I I 
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throu.;h ,i i;igher perfurr::ance calibre of the person::.el \o.'hich 

car-, be ac'::ie\·ed by suitable training programmes \.;hich are 

pr~1duct "?'-'c.ific rather than general motiv1tional ;:-ro~ra:mnes. 

The net ~·rk has to gear itself reore closely to the needs of the 

entrepre1:12ur,c ·..:ho must be the 'primary focus' of the •.,·c-rk of the 

Extension Agency • 

The sectoral approach followed in West Java mav be expanded 

so that the successor prnject can be more closely seared to 

the directorates within the DG-SI. Such a linka~e ~ould lead 

to more effective utilisation of rhe international assistance 

offered through the project. 

(vii.) The or-SI has to play a central coordinatin~ role ~ith 

several ;overnment departments, a~~ncies, financial 

institutions and industry associations to ensure that the 

small industrf sector is given the degree of support 

necessan- for its grnwth and development. 

22 Conclusion 

In conclusion, it may be stated that the work done d~~ing the 

last thrPP 't>:1rs and the various ideas generated in t r:e Report-; 

prepared on a variety of topics will take some rime to bear 

fruit; it is hoped that it has contributed in a small ~e~sure, to 

the better impl_ementation of the policies laid down fer Sn.all 

Irdustry Development in the country . 
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Annexurt:" 

~~E'::::£:': 

Xote on t~e Project Docu~ent relating to Assistance 

to the ~evelop~ent of Small Industry in Ind~nesia 

Handbook for rhe Project Personnel 

Interim Re"urt 1.m the o~ ':elopment of ~mall Industrv 

in Indonesia 

A ~ute on the Project for Discussion at the First 

Tripartite ~-1eeting 

Foster-Fa;::1er Prograr::me in Indonesia - A Study 

Xeed for a Basic Law for Small Industry Develop:::ent 

in Indonesia 

Proposal for A~ard of Sub-contract for six studies 

:tanual for a. Training ?rogramme on Formulation cf 

SIDAP (S:::all Industry Development Action Plan:;) 

,\ ;;-ore on the L::rno Project IY.S/78/078 for the 

Second Tripartite Meeting 

!0. Product Reservarion Scheme in Indonesia - A Studv 

ll. Small Industry Extension Centres (PPIK) in Ind~nesia 

- A Studv -

12. Repor· at rhe :reeting .. ~ the Project Team 

(February 27th - 29th, 1984) 

lJ. Sub-Contract Exchanges in Indonesia - A ProjELt 

14. Institutional Infrastructure for Small Industry 

Develop::.ent 

~overaber l 981 

December 1981 

July 1982 

July 1932 

January 1983 

:!arch 1953 

:-lay 1983 

June 1983 

:-:ovember 1983 

December 1983 

January 198.'.+ 

!larch 1984 

:!arch 1984 

,\pril 1984 
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16. Rep0rt on the ~eeting of the Project Team 

(J·..1i1e 4th - 5tb, 1984) 

l7. Draft Terminal Report on the Project I~S/78/078 

18. .-\ Proposal for Four :'roject ror Development of Small 

I~Justrv in REPELITA IV 

!. Role of Cottage Industries in the Export of Developing 

Count:-y 

~ork Plan fer 1982 

3. So1e important issues in the Development of Small 

Industry in Indonesia 

~. A ~ote on the Assistance Pro>;ramme in the field of 

Small Industry Dev..;lol''.'.:ent in Indonesia 

5. A ~ate on the Optimisation of Ecoromic Growth 

6. ,\ Strategy f·Jr the Dev elo;- ·ent of Small Industry 

in Indonesia 

7. A ~ut~ on the Evaluation uf the Mini-Industrial Estates 

8. ~ethodology ~or Identification of ~ew Industrial 

Opportunities 

9. :rethodology for Study of the Product Reservation Scheme 

10. Questionnaire on the Foster-Father Prograwne 

l I. Steps to be taken to improve the operational 

efficiency of LIK at Semarang 

1984 

June 

July 1984 

October 1984 

December 1981 

December 1981 

December :981 

December 1981 

December 1981 

'.'larch 1982 

August 1982 

September:982 

Septer.: _ r 1982 

Septemberl982 

November 1982 
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A \ote on the Preparation cf an Actic~ Plan for the 

Re£ion by the Field Teams 

A \ote on the Purchase Reservation Scheme 

A Xot~ on the ~onitoring and Evalua:ion of the 

Performance of the Regional BIPIK Office 

A ~ote on the Training Programme for the UNIDO Project 

Strategies for Small Industry Developme~t in Japan, 

China and India 

A Note on the Action Programme for S~all Industry 

Development in REPELITA IV 

Financial Support Systems in Japan, India and 

Philippines 

A ~ote on the L:efinition of Cottage, Small and 

Medium Industries 

Project lNS/78/078 for Development of Small Industry 

in REPELITA IV 

Development of S::iall Industry throll;:h Sectoral 

PrL,rities 

,\ Note on the Project for Assistance to t::he Development 

of S~all Industry in Indonesia 

A Note on the Project INS/78/078 (for Evaluation 

?urpose) 

A Note on tht> Second Phase of the L:;rn\ 1 Project 

(I:.S/78/078) 

A Nore on the Development of Sr.tall Industry in Non­

~etropolitan Areas in Indonesi~ 

\ovember l'J82 

December 198.2 

January 1983 

January 1983 

February 1983 

April 1981 

,\pri l 1983 

July ~983 

July 1983 

Octot-er 1983 

December 1983 

January 1984 

February 1984 

August 1'184 
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