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Froposals to content of chapter 3:

" The Development of the Activities for the Promotion

of the small scale industry "

~havter 4: '"Directing of the Promotion work to the different
categories of industry" <o
{

et Zhapter £ " The Urganization of the Promotion Bodies " oy

as well as the promotion canart:

" Promotion activities required to develop importiaut

growth parameters "

I refer tu eeeeana




I re or to so:r regusst of 17th Cctober 1983 for prupou. o
tc the content ol tuese 2 chapters and later on for the citarts
‘'l we have cutlined in this renort as basis iror Yriacre

uiscussicnse
w“e have not embarked on the following connecteu chapters:

- "Coordination of Collaborations with outside ajencies'

- "issistance to Improve the situation reparaing;

location and buildinpgs"

Eluavoration of any of those subjects may be possible on

requeste.

Further detailing of the proposals we nave included in this
report, torether with a quantification of the promotiocn
tasks, may possibly be elaborated further wupon after furtuer

| discussions.

The report has been completed under Ppressure of time.

4e have hence not had sufficient time to collezt all tie

required suformation aboat tne existing situatiun, especially
when 1t comes Lo orgpanizational patters.

The report require siscussions accordinply helore any im:lomenta

tion <can be recommended.

We nore you will find the report to cve useful.

- Sincerély yours

. ’,, ra
l" R ~*'Qw l'lk.‘»‘- .
GHING: DEs 78/070 ;
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PHE DeVELUYMeNT GOF THE ACTIVITIES FOK THE PRULUTIUN

UF Tilk SMALL 3SCALE INDUSTRY.

The Jmall Sczle iudustry is not always in 2 very com vi2tive
situation vio o vis Ivreign production snd lorjer oo
mamnlactuce in auniity and perivruances The profit. to

eauzule ;reutn, -nd the copability tu give rensonnble
recunerations tu Lhe employeces s limiteds Hanyg oot of
iac insdtustrial activities need to be improved i tho
Loveranment will throuph the udil try to assiot the erire-
prencurc in the development. Im;roved service. amd It oruved
cordition. Yor the people in tue dadustry oo onoan eoved
nerforcances is considernd tu he ns iaportant ac tow lnIrease
in Lhe number of ougsloyees.

In order to improve the situation, the nervio. rui e
ov.-rnicent will be expand.od wnd race o ore efTuclent,
The services will be brougat oul Lo wore diloocmt o suness ol
tihc or.znizatioa will ve built out 1o 2 hijher vela <.
Lajur en hasic will be ;lacen on dnproving the aqunli’ty o
aserstance aned too productivity, no well .. snouaniio e
fores ot aubistances nore than involving, in enloge 1 wr the
orosnicchion.

s

Tilk PRODUCTIUH [LCTUR.

Prudeci Leveloinmonte

sroduct oeveli, cenl SErvicon LG VaTLOUS Seciors ol Snoouiryg
aod tooindiviaaai inductries will be starbted.
Lo

i e et of Lhe Lealloseale dnductry sreowot sldua

viyioco o biave, aspucinlly in oqualtityy with Jorel

PL oL, o Gt own Lhe proanct asoigny aloo very poooaose
.

PO reduce Dl s e wanuiactarin, oo bo and Lo dncreanc. e

Tl b [N Lancvinnali (o oL bne IJX'OdUC|So

-
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Gt sl e Lsiclhnce b chtinider Ppert
N . . .
- teocenable Yho oentierso eur tu reduce the AU el
Jeoloang Lo tnrove the functivnality anc 3~ qaneis o0 |
» e e
ferves ool wliltin {Le felliowin, cectur, tooelus

catendes snonn increasing Luzic, otarting 1w - ailos N
anl Gith lrainin:, o the peroonnel but expeoli:, tu.. oot
services Will be rendered on o very regulaxr hegic oo
course of the pian period.

.
i
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ihe followin, services will Le reraered:

Te irocizi Selcciion. Suidelines will he S

P sl nnd the cnlree, conear. op b Leatt ‘e
’ arodnot selectione That I toe enablo e EIRRVESS SRS

sroducls prisaril; required by e socdal, el oroalln

Al vl oneturally avalloble  rosource.e

Litedise aoproduct infornation SHide boulo will 1 e
vddiacle pinpointing the coownct e morent 0 e

PTUVincele

Active contiet will be todien with tne i .1 . . vh

eieniial eatregrencurs to srread thio Srioioctlor.

e individunl isvistonce.  Jhe entrepreneaz: will L. e
erobstunity Lo seek acsictance from Lhe srouw b vl -

ment $onlics, generally not tor dovelopuce:.t UF
t

roduets bul Ior ssoistance to improve tue prod.ct. they

meeendy aave dn oproducticu. Normally tho' will o .oriloe
o

cedng, through the different details of Li. paert b with

the calrepreencur in Lue [ roduction enviroirert .. ie

ot -
GAIGILHOUTULET o

The entrerrencurs will, to the cxtent Luat developnent
. cupasity will be Luilt u, witain the centra, olso bLe
"

centuslol Lo Uie contre stalbf witho the same aim.




3« Adaption of noew products. To a more limited degrae

will there be collected product models that are useful
locally, manufactured in other countricu. Theose wouels
will be introduced to encourage start of production,
When irequired, some limited modifications of the
construction, to fit with local needs and a less

sophisticated manufacturing tecnnology, may be donoe.

4, Standardization and uninformatiomn. For certain uroducts,

especially where the commumity will be bLetter served
through getting similar and inter-changeavle orcdicty
from the different manufacturers will stardardis-lion
e attempted. That will for the time beir, involve tue
proposal of wstandaird mensurements and datn that wiil

be distribut-ed to the manufacturers with the racumnone
dation of adaption.

It will also involve guidance of the entrepreneur. 1in
taiking quality control measures to keep the stondards

within acceptable tolerances.

e Training of enirepreneurs. For entrepreneurs that  will

wenefit greantly from being able to do rational product
development themselves, will be conducted training
programses in cost, function, and quality conciuvu.
product developiuent. The courses will be practicnll;

arranged cad include developiment of their own prouuctse

Development of new [roducts will not be done, also nol :ny
major recunstruction of existing productse. Some limited
peacral advice may; be given within thege sectorse ''he ontre~
yreneurs will for major development tasks be refercd to

L« D dinstituten, tu private consultants, or to the posuibly

of maidng uwen of ezisting coustructivns from elsewhercs

2




Ze1e2 Techolo;ny Advice and Selection.

Host small scale industry is based on a too low level of
. teciinclogy, resulting in low productivity and limited

ability to pay reasonable wagese.

Jise selection of more appropriate techmologies ani jrulduction

equipment is norwally not an easy task for the entrepreneurses

The folliowing services will be rendered to enable a nore

reaconable economical amd technical srowth of the industrys

1e HMetnodolory information. Inforration maierial will be

made available guiding siaff and entreprencurs in tie
methodology of selecting more appropriale itochnologies.
Adequate qualities can nencs be manufactured at the

lowest possible costs.

- 2o Process information. Information material speciiying

suitable machinery and methods within a range ol ths
\ most widespread processes will be made available,
Comparison of different categories of techuoloyy will
bz Jdone to show how different systems ani equipmeni can
apply under different sircumstances.
7e ‘Iraining sessions will be held both for jovernment
staff and for entrepreneurs to enable the bagst possible

planning of plant and operationse.

7ele3 Production Development.

Limitation in productivily oand performance ic [requentiiy
due to limited knowledge about and utilization of abilities
ant capacities of the machinery und equipment which the

industrics already processe Poor organization of work,
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selection of inadequate methods, and uneconoiical
utilization of materials and wanpower are also frequently
serious constraints on the oroduction.

"'ne tollowin; steps will be taken to upgrade the plant

perforuances:

1. Guidance in practical processing. The entrepreucurs

will be tought and guided in the proper utilization of
standard production machinery, materials and manpowers.
The suidance will be provided theoritically in the
classroom, but more emphasis will be placed on advice
in the workshops in the normal working situation of the

entrepreneurse

2. Horizontal collaboration. The forming and utilization

of horizontal collaboration between likewise industries
including the forming of worktrade organizations will

be encouraged and stimulated. Similarly, increas-d
practical contact between the entrepreneur: and  the

i %« D institutions will be encouraged and stimulatede.
3pecial emphasis will be placad on the kachine industry
development and also on wood work, but the services will

to cone extent be available within other trades.

.14 Purchace Information Services.

The lack of information about adequate material selection,
the purchase of materials from less beneficial sources,
and the limited strength in obtaining favourable terms of
purchase is reotarding the competetivenes of the small
ccale industry. The followin; steps will be taken to

improve the situations

-



1e Advice to be riven on request and within thue industries

about suppliers, materials, prices and purchase
conditions that are possible to obtain from diffcerent
sources of supply. This to be based on a contiriously

monitoring of changes in the market situation.

2. A bulletin with according information to be distributed

from time to time to interested parties.

3« Trainingzg sessions to be held, enlighting the entre-

preneurs about purchase investigations, negotiaticnc
contracting, order volume determination, purchase

policy, contracting and the hand-ling ol disputes.

4. HNegotiating favourable conditioms. Negotiation:. will
be held with supplie¢s of major interest to small ucale
industry, attempting to obtain favourable purchase
arrangements which the individual industries can rale
use of,
liaterial suppliers will also when required Le reucsted
to ireep stecks, to sﬁGad information, and to uaue other

arrangements suitable to the Small Scale Industrye

Lo goverument institution will however participate iwn

any trade ol raw materials, or directly involve in any
negotiations or contracting between individual industiries
and malerial suppliers. Participating in the firancing

of specific material purchases will alse not take jlace.

Zeleh lianufacturiiiy: prucessing  servicces.

Alrcady a rangc of common facilitics centres (UPTs) arcc
establizhed, siving services to tiae 3mall Scale Ind.olry
within cpecific clusterse The services include special
prozessing of the industrial products when the entre;renecur

bimself luck tie required equipment or capacitye




1t also partly includes maiuntenance services aud advice on

processing. 'These cervices are given by the UFPI organizations

within a number of industrial estates om a trial basic.

Experiences for these services have now been gained, nnd

improvement in the services and also some enlarging of

the services will take place.

The following changes and improvements will taike placc:

Te

2ea

liachine operation by the entrepreneurs. The Uk will be

opened for machine operation by the entrepgreneur. under
the guidance of trained instructors, and the principle
of using government employed operators will be
abolished.

Certain common machineus, that are lowly utilized,cauy
to operate,and already present in the centraz, will

1

be made available to the entrepreneurs on .hort term

hire basis, bringing them to their own woriiplace.

Exchanre of equipment. Less required machiner; uresent

within the UPTs will be sold, and the UPis will be
sought equipped with machines that are cxtensively
required by the entrepreneurs but can not be bougat iy
themselves,  Equipment that should be o regular port
of the entrepreneur'c plant will normally not ve
provided.

Continious efforts will be made to ensure that tuv

UPTs Jevelop in accordance with the local needs.

Stecring Committee. The entreprencurs of the cutates

will be invited to participate in a steering committee
for tiac local UPT to ensure that the development matchés
az much as possible with thelf needs, and to encouraje
the entrepreneurs to make extended use of the

facilitiese.
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Purtier Jervicess Maintenance of the cntirepreucurs

own machinery, guidance in process utilizatiow saterial
utilization etc. will be made available from tir
different UPTs according to needs and practical

possibilities.
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Due to lack of sufficient sales, many entirescencars are

not utilizing their full production capacity. Partly also
they see themselves forced to embark on a variety of
different proaucts in order tu keep a reasonable wci!: load.
Both lead to lower production and productivity than if

one to a lar;er degree could manufacture a particulur product
at full capacity. At the same time, the potential of the
market is not sufficiently utilized. It is therefors
considered necessary to assist the entreprenecurs to

increcase the utilization of the potentials. The following

Jervices will be rendered:

ueneral Marketing Assistance.

liany entrepreneurs have inadequate sales hecause Lhe, are
not sufficiently able to find the right custouers, prezent
their products in an efficient way, make use of the
available market mechanisms or determine the right prices
and conditionse. To improve the situation the followin; csteps

will be taken:

1. weneral Informations Ceneral information will ue

provided in the form of making available, and purily
spreadin;, written nmaterial about the different asjccts
of uctive marketing. Discussing marketing opportunities
and jo.rsonoal puiding of the entrepreneurs will luo take
place.

A1l the different sides of marketing may wve lrveluea,

-’ Entoerprine situation related advice. That, dinvoives

~
e

invectigation of the specific market situation ol tie
entreprencur and specifying for nim gpecific problem

solutior. anl actiong to be taken,
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Phesc cervices will slowly be built out after [first

estublishing; the cervices on a pilot scaie amd tratning
of the requircd staffe Any area of marieting nmay ove
involved. These services will not be undertalen unless
the entreprencur shows utmost collaboration and ,rovide
himself the major information that is requirced. 1t ic
also a condition that he follows up the recom.eniations

and executes the tasks that he has apreed to.

Tailoring: of Improvement plans. Having deternod buttle=

necks in the marketing activities of an cntrepreacur,
further ascistance may at times, when considered
especially vital, be given. That may invelve pro vsing
the building up of a sales orpanization, selectiug of
trading system and trading links, sales planuing and
determining of sales approach, indicatin; possibvle
improvements in product execution, propocirg wul not
designing of sales material, price determinaliuvn
approach, contract arrangements etce Again all asuisntance
ic dependant on maximum involverent and cfforts from

the cntrepreneurs

Direct wales ascistancce. bVarticipation in di.ucu.siun with

custowers may at times take place for the sake of.
general guidance and imformation.

sut no committments will ever be entered into o never
will one do any sales for the entrepreneurs or invelve

in  any cconuinical transactionse

Yerwitling product disdgx. untreprencurs products will

be displayed for ssles in permancnt exhibitions ol tne
resinnal oifices and through collective participatin in
occasional fairse Information will be ;iven to
custu.ers out ur cales arrangements will alway. Le

refesca bu Lhe ontreproeneire
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Extensively interior products will not ve displagad

and unrelyable manulacturers will mot be permittod to
participate.

iraininrz. Classroom and field training will be
established to enable the entrepreneurs tu develop
their own marketing activities. Separate narketing
courses will be arranged, and sales trainin; will also
be included in larger programmes.

Training will be given in sales techniqgue, trade
channeling, pricing, sales planning, product emphasising,
advertising, sales negotiation and contracting, product
adjustments and selecting of product varicties and also

sales financing,

3.2.2 Import Substitution.

One of the most important fields of marketing is tihe field

of import substitutione. Import substitution creates caving

of foreign currency morc than export, the opportunitiec.

are eacier and the control and steering possibilities are

srezaters Hajor emphasisc will tnercfore be placed on promoting

import substituting operations, especially when the use of

foreiyn inputs are minimal.

The followin; cteps will be taken to assist the exicting

enterpricses and to encourrasie the establishment of new

onesse

Te

Duty protecitione The rates of duty on imported comnne

ditics that one also manufaclure locally will always
receive special attention.

The duty rates will be judgedyweighing the need lor
protection of the local production azainst the conie=

quencas of increaced prices for important prouucts.
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That will normally mean tha® as long as local
production can reasonably satisfy the requirements

to quality and price and cater for a reasonable portiom
of the demand, the import duties on competing imported
products will be sought increased, .

On items yet to be manufactured locally will the duty
protection prospects be sought clarified before project

implementation.

Ban on Importation. Protection of local production against
imported products competition will in general be sought
through applying adequate rates of import duty on the
different commoditiese.

The application of any ban on importation will under normal
sircumstances be avoided.

It is felt that the manufacturer, as long as he is
reasonably protected,should also not relax a continuous
stru.ggle to be-come more competetive in quality and
price. For him to develop export products, he must first
of all be able to compete reasonably against imported
products on the local market.

Only in very special situations should any ban on impor-

tation of specific commodities be requ.ested.

Special protection of pilot projects. Entrepreneurs who
want to start viable and recommendable projects within
areas that presently are served only through importation,
will always receive special attention and encouragemente
The encouragement may, on judging the actual situation,
take the form of assistance to planning, and to a running
result evaluation, as well as participation in financing
the project with high risk capital. It will also always
be possible to consider direct subsidies to the project

during its virgin phases.
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£

It will 2Xoo be possibls to consider reiund of

Spucicl development exipecsen, ns len; a: thal L.
applicd [or in advance,
Any special duty protection can acucver nol be cijccted

to be considered until to.: sales reaches a rec..o.nle
31

share of the uarket.

sxport Promotione

Several sectors of Indonesian small scale Industry,
including the manuiacture of aost garment jproduct., Lave
o wapacity sufficient to cater for more thnn the 1o -
sarket and manufactiure product:s ol sufficient standari, to
be exported. It is considered important to support uch
industries in achieving increased export. Wie follouwing
steps will be taken to support efforts for incren:ed
export of already exported products and to initiale ..xpor-

tation of not yet exvorted products:

1« Export jpuidance, General guidance acout exjort

possibilitiesy export marlkicts, exports problew., i ort
assistauce opportunities, and export linancing will be
viven to n large number of entreprencusc.

The inforaation will ve yiven in the form of Jalind
material, on request ag orientation wx
special issuesz, and in the form ¢f training Caliniy

separate or in conjuction with other marketing iraininge

Ce  Export ales Vromobion. Direct prowotion of exuport

activities will be undertaken for selected irospective
produecte ond suppliers (preferably organization., ol
manulacturers) e

The prosvtivn activities will normally include _ome or

711 f Lie followin, ..lepos
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- Clarification of the =zavket potentials of ti

ceporter sud aiu prodactse.
- Investirations locall, and possibly un vle ol nuive
overseas markets about the potential Jor the

reguired exportatioum.

- Discussin_ the furtier approach witlh the rpote tiul
exporter.

- Approaciing overseas organizations wits coan, L
and prices

-~ Iaforming the emtrepreneur about tiic _itunticony

and [ollow up his furtiier activitie..

Under no sircumtances will any governmeast budj
directly involve in the sales activities or in nny
form talke any part in ary countract or «.y .diru:i

comnitmentse.

Support of Txport Lales Urpanizatiocnse. Zristing calec

orgonization will be supported ard the o tablioicoot

of new export wrganizations will be encouragude.
I'reference will we given to cooperative ontatiiva. nls,
tuv trade organizations and to other collaborali.n
oetueen ranufacturers. Purely private establioL.m-:ts
of diffcrent origin <can alco be supportcd aflcr judging
tueip Lituation and thelr aimge.

The support mayydepeniant on the situation,inclulc
foriaiion azulntance,  auoncs on operafion awl otivitie.
of L e titetions In special casen may sloo oot
econumical gupport involving a ceortain percentage of the
expen..2: be coesidered after receiving applicution.. with

specified woridng plans, accounts and detailed Lai,clse




be

ossible ¢conunical upport muct aluaye show o reason-

1}
a

able ratio botween the overament contribution .ni the

cxpected export voluiie au well as the beunesite Jur the

st.all scale nanufacturerse

rxport finoncing. Zxportation of imall Jeanle Tilistry

productc will be promoted through export firancing.
diten the arrangement ha:. been fully iuplunnutei: 4,
i¢ vxpected that the cxporter after in.poetion
dispatchment can transfer the clainm to the Lol aud
receive the major part ol the payment a ainst rra_on-

o

avle dinterestse

Export Incentives. £Export incentives iu alrrcady

exist 0 the form of refund of duty paid on iuporied
raw materials.

A different systen of export iuncentive calculativa will
be promotelds Iee. the rercentage of inzentive o He
paid back to¢ the exporter will unot De determin-. By
duty refund concideratiuns alone, but morce dopfaai!
on the uszifulnes of, anid the neet for incentive..
Zence incentives may becowe different [for Jdiflercut
commodities but be independant on Llhe origin v’ lhe
row materialse Export of products niguly recoriended
for cxport aznd products that are mere difficult lo
cxiport will receive highor incentives Lhan prodisi.
5ti11 needed to e imported and products that wore

cauil, [ind - zport mariicli.

Tiwpncius of oromotion activitiese A funi will be

colabliched for financing of export prouvtion

irve tication$one otlhier export promotion sctivilic..




7.

8.

- 16 -

Industries and exporters will be able to apply to the
fund for part financing of their own market investiga-
tions and special pioﬂ?r market approaches, iucluding
sending of samples and monitoring the results of the
attempts.

The conditions will be that a comﬂete results report
possible to publish will be submitted to the {und.
Financing of unsucsessful atte&%s may be written off
after receiving an acceptable report, while investi-
gations resulting in reasonable business will be

expected paid back on reasonable conditions.

Export Dispatchment Terms. Most export from

Indonesia is done on F.U.B. basise. That leaves the

foreign importer to negotiate freight and insurance,

and when he requires, to give instructions for dispatch=
ment accordinglye.

The matter is a nuisance and an extra burden for the
foreign importer, a factor to disfavour supplies from
Indonesiae For Indonesia it means decreased insurance
business, and decreased opportunities to favour local
shipping companies. Efforts will be dome to help the
small scale industries to accept dispatchment on C & F

and Ce.l.F. conditionse

Strengthening the Manufacturers position. The small
scale manufacturer will in most cases have to export
his products through establishted exporterse

He will normally have the possibility to negotiate with

several exporters and to select the contacts that

offers him the best prospects.
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This is one of the reasons for why establishing of
further export businesses will be encouraged.

Cases where it may be felt that the 3mall scale
manufacturer will not be given fair ifeatment or
reasonable conditions, will be looked into.

The 3SI may receive assistance in negotiatin; the
matter with the exporter. If that at occations will
not be sufficient, establishment of further export-

businesses in the trade may be encourarsed.

Subcontracting Assistancee.

A number of assembly industries exist, mainly within

the metal product sectore. A range of components that
could be locally manufactured for these industries are
still imported. Such components may be made through
subcontracting, in general between a bigger assembly
company and a number of small scale part manufacturing
subcontractors. But also other sub contracting possibili-
ties exist both on a permanent and an ad Hoc basis.

Sub contracting will be promoted through the following
steps to be taken:

1. A subcontracting central. A subcontracting central
will be establishede. The tasks of the central will

be the following:

- Registration of components and processes

possible to sub - contract.

- Kegistration of abilities of potential rub -

contractorse.

-~ Advice and encourage suppliers and consumers

about subcontracting opportunitiese
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- ULstablish contact veiween supplicrs and
ynd assisting in establishing gencral
contract relations and specific orders for zupply.

consuners

= Yollew up suppliec and assisting both partics in

solving roblemse

e centrzl will be urganized on a permancnt ua_i.
iritially as a pilot project, bul later with olfi . s
within several locations. The central will be o
purely promotion organizatior and nct taie any .art

in any transactions or committments.

Control of Importativne. JCorjpanies uai.in: use - .

inported components and also comparnics ionortic,
completely assembled machinery will be requestod Lo
submit plans for how they over a 5 = year perica or
shorter will be able to meake increasing use o locally
made compouculie ( The Deletion Programme)

When submitiing good .lars they will Le reqguesLtod and
encouraged to follow thern (whether bazed on sub
contracting or not).

1l caces when  reasonable | lons are not Jurleconing
they will be requested to cincuss the metter I wetail
within the ,overnment to cnable finding out to which
extent any local subcontracting will be ;ractis-lly
vosuible and to arrive at a common solutione

i

July proteclion and Imnort bane It 15 expecled tiaat

Lhe above pentioned 2 neucurcues will be sufficient to
reach on acceptable degree of local munulac'ure, &nd
tiak the posgibility ¢ forcing the use of locally
mede cunpouent through special import regulations may

ot be ..de use o0fe







5« Iuformation ~toutl @pportunitics and abilities. ho

purciaciag budies will be requested to :u;mittli;t

of tueir yearly requiresmsntse That will be ircorjoc-ted
in aa cverall requirenent list which will be aviil-ble
for Jmall .cale Industry supplierse It will ul.o be
ade linown Lo the purchasing Lodies which of i
requircd commoditics Lhey will fiad available lroi.

tie Small Scale Industry.

Product i{eservatione.

The small scale industry is regularly frow Jificr

o=

reasons the wveaker part Zu tihe competition -bout

nmrkets It has to a certain extent been ceen lint conigli-
tics that Lenefically could be manufactured by Small seale
Industr; have besn Jdominated by larger scale industry. It
has therefore appearei neceszary to reserve certain
producls for tue Small Scale Industirye Presently 109
different specified connoditics are reserved,

S - s
Wl L ADNO

In thc coutinuation one will tiy to itprove the re
Qs Luch o poshiblﬂ,on the Gie side to roulect theo onull
Scale Industry, and on the other side to cnusire tha' Lun
rarket will Le properly zerved and tnat the bigger inductry
already ranutacturin,: products to te reservedi will not

sufier. The follouing steps will Le taken:

1e Upda'in, i Lhe resccvation liste As 1t Leconic.

evident that certain comnoditics can mool benefscially
be ranufcctured by the small Seale Industry cud Lhal
tiie 3mall Scale lndustry will be capable of caterin,
Yor lhe aoriet Jdomand, further  tens will Le auind vn

lict of reoarved itonse




Likewise wien it may,discoverad that the omall Leale
. Ludontry can not te a reaconable extent wope witiy

the .lemauds to certain products, the products g

atiivr Lo rouoved from the list, or the vpeeilic bl

in the lisct may be adjustede.

2. Limitation of the rescrvatioo., Commor o_ownce will

always Lo used in enforc-iny the reservation
regulations so that no one will come 1o _ulfer wndulye.
Larger ccale manufacturers already in produclic. will
not be forced to seace produclion Lut any incecase

in the production should not take ;lace, not c.iliow
any reinvestment in new equipment.

Yanufacturing for export will also be fully pernitted
by anybody at any stagee

Larger scale manafacturing will also ue permitted
at times or at places whege the small scale inastiry
can ¢learly not cope with the demands.

Also :mall scale industry chould not need to worry

for bveing re.tricted due to their expansion anid

orowth, they will otill be allowed to continue.
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As at present the output for the household iudustr, is

., 260,000 per enployee, and Py 7004000 for

[}

iu average
the small ccale industry,while the larger scale inuustry
5ells averagely for Rp 5.000,000 per employees ‘Uhis gap
will during the plan period be sought narrowed both
through improved technclogy and tiarough mariacting cflortse.
That alone is lLowever not enough to bridge the gap ond
upgrading of the technics themselves also require nmore
advanced managenments

In gemeral, the overall development of thc Imall Jonle
Indusiry is devendant on improvedmanagemucut. Incceu.ed
ermphasis will therefore be placed both oun seloctlit, and
approving only the best possible and nout industrioun
maw.agement for new projects, and on upprading ol exi.ling
project management.

The following areac will ke vigorously developed:

Irlustries ianacrenent .electione

Tie sucsess and growth of the industries an’ Lucipr ability
“

to provide employment for necdy people is L&AnaJor de,rece
dependreal on Lhe selection of capable management.

whetiher it is for new projects, for project rchabiliiatioms,
or when change in management for a projecct is requirci, the
highest possible care will Le taken to securc the ~out
capable management. Hanagement employment will nol be
angroved ot the basis of people's need, but on bLauls ol
their abilitiec.

“he major cvaluativn criteria are the following:

- Practical understanding of the required tecunulog,

aind fanagenent



- Abllit; te invest the required equity into the
N nroject and reasons to become devoted Lo tihe projiect

-  The available tnitiative, drive, common sence, and

industriousnes to create growth and developnment.
The following steps will be taken to secure the best
possible celection of new management of Small Scale

Industry projects during Repelita IV:

1. Encouranging of potential entrepreneurs. The

opportunities of starting industry in general, anid aleo
specific potential projects will be communicated to
the public,centrally and from the regional officus.

A range of different communication media will be iade
use ofy,including radio, T.V., newspapers,own
periodicals,special pamphlets,community neetin. s, ctce

Potential industrialists will be requested to applye

" 2. Project priority rankin:. lNot all project applications

zan be handeled simultaniously and a priority ranliiing
will have tu be donee IrTiority femicing uill h¢ .ore in
accordance with project importance aand projcct procpects
including management abilitye. lew technclogy ovjects
¢arrying high value desonstration effests will e
favourizede Collaboration with the applicant: will

\ start as early as poscible to emable proper trying

of their abilities.

and judging

(%)

-

“e LrOcedure for entrepreneu:/m.uagement selectione A

-

Jorking proccdure to do a best possible selection of
eitlreprencurs will be worked out and submitted to the
recsions  for usee 'The above mentioned criteria will

applye.
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Dot approcshe. Dor best possible ways of atlractiing

caireprencurial interest and the screening ol inlercscrats
uill be further researched into and discussions Lo armjrove

the efforts will be held with the officers in the finlde

Diterprise Situation Analsiise

The operation amd growth of the individual .aell . o
anlerprise. will always be limited by one ov mource vuntaclese
The nature of the linitations to their activities wvill
always be different frou one industry to anovthoer, :ao their
ability to overcome and reduce the hindgrarcoo will -luays
be different and dependant c¢n resources and taun o ent
abilitye The Jepelopment of the enterprise i- fient ol nll
depende¢nt on the ability of the managencnt ‘o ..ee atich
obustacles represents the bottlenechks, and Lo tuiie Lo 0L
apyropriate measures to improve the situaticre Tl iu both
the most difficult and most iwmportant managerial tnct, and
will also in bipgser companics ¢all for outzive ALLLZ.LL TIee
)

These are some of the most common weaknesors ithal rroauire

analysiong and planning of improverents:

-  Too complicated and cout consuming product coni .. aolion
- Irccononicol material dicpositions

- Linited util?zation of processing capabilitic. - o

capazitien, Srralivnal processing nothods

-~  Trraticnel e of working upace

- Goaliniacbory marketing wtratopies nnd elforts
- Unprudaclive binding of capital.

Gl wiLD ot Lo sonnequences of thio and o the

follouin. eiforte Lo asgist in Lhe developm2ull
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Zrainin, of extension orfficers. Sxtension offi.cra

are presently unot trained for eaterpriccs anuljzing.
Initiall; otaff trainin, will take place. rniivaleg
iminl be iell qualified people with indusiria’ ciperience
and the training involves both theoritical lexrnl:, and
rractical guided exercising in the inductry. he

training capacity will initially be liumitede.

Situation Analysis. As staff will be trained, analyzing

services will become available to the nnall ucale
industrye.

The analysis will always conclude witi a briel ylain for
the mezjor improvement tasks that muct bue undert-icn by
the industry themselves. The services will start with
the bigper, nore progressive industries Lhat have
sufficient wmanagement resources to make use o Uas

advices and imbrove their situation.

Industries improvement follow up: Industries that

request lor assistance and receive anal zi; -nl liprovemc
plunc will Le requested to report improvesent cotions
and pro.resse

The reporting, the improvements and the pro-ress will

be folloved up nnd monitored. Correciive neaur oo 4ill

be undertaken as required.

These cervices will dnitially be undertalien ouly in .. pilot

scnles he resuits of the programme will ve cludied defore

possibly implementing any country-wide servicese

e
.
w
.
N

hanapgeront  Yrainines of  Intrepreneurse

Day tuv day wmonagenent ol the industriee can only be undere

aken by the industries themoclvess
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Their abilities are limited and providing them with
better management knowledge and understandin; is considered
to be fruitful. Therefore management training hac been

provided in the past and will be provided in the futuree.

The major concentration so far has been on the topics ANT
(Achicvement Notivation Training) and BIMBULU. The AHT is
intended at motivating the entrepreneur towards a continious
struggle to improve his business, while the BIMBULU training
gives the Entreprenevr the basic knowledge of the government
functions, and the usefulnes of these related to hic
situation, tczether with the most important understanding

of business relationse

These efforts have shown good results in the form of
remarkable progress for the participating entreprencurse.
These services will therefore continue.

In the llepelita IV period however, increasin_ weignt will
be put on the providing of further managerial techuical
skillse. The following topics are considered amon; the most
important oncs and a programme to step up the training will

be started:

- General improved small scale industrial management

-  Jorning methods, equipment, and works organization

(specifically for the individual working cectors)
- Practical proauct development and 0ost reduction
-  Farketing organizing and saies technique.
-~ Vorking capital utilization and financing

- ool keeping, cost calculation, and cost controle

The followin, steps will be undertaken:
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Make and test course programrese Before startiig

any larger scale training programme, the courueo will
be tailored and run a few times for selected oflicers
and entrepreneurse. After these test runs the
particigants will be examined and intervi?ed, to check
to which extent the learning has been underztood,
being practized and being useful in their wor..ing
situatione The programmes will be improved unlil t.e
major requirements will be covered and the deyree of

learning becomes reasonable.

Trainin- of Trainerse. Wweight will alco be gut on

Living sufficient training and backgrouni infosation
to the traincrs to be used. Their training will
include a range of corrected test performances befure

they start operating.

Training activities. Dependent on thic topic, tie

trainin: may be given to the entreprencur or tu any

“~

of his key staffe Initially the opportunitic. will
be offered to the more progressive and larger wunll
scale industry within the Sentra, bul the services
will pradually be built out geographically ond

volumewice.

dceocult analysise The results of the traiming will

be closely monitored, not so much concerning tic

degree of learning as rela®d to changes in the
operation of ti.e industriese. To the extent that
tei:ning will not be reflected in improved operalions,

the teachiug; will always be gought improved.
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Z.5oh General Mauapenent Advisory Jervice.

Training ani other services will not reach vut to cvery-
body, and still for those provided with training etce will
there always remain important problems in raraging taeir
business that are difficult to solve in the vest po.riile
wanner. The type uof problems that occurs and reguir
specific assistance are many and distributed over tlhe
wiaole field of management.

The advise personnel will therefore as far as posuible

be specialized in different fields, divided as follows:

-  Production technology divided into € [roups: Ifood =
garments - leather - wood = metal - plastic and otuer

productse.
- General technical matters
- Purchase and sales
- General economy ani financing
- Personnel matters and personal relaticns

- Legal matterse

The following services will be built out to be rendered:

1. Advice on request. Any entrepreneur will after the

establishment of this organization be entitled to
receive available information and advice related to
his problem situation.

To make the information available, will normally be
depend«nt on him personally approaching the service
office and providing necessary information about his
situatione. The information services may dependesnt on

tne work load be limited to what is readily avszilable.
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2. Investigations and gregaratorx work. The advisory
cervices will also in special cases include investi-

cations to be done by the consultant and preparation
of completed or semi conpleted solutionse.

Such jobs may be undertaken for entrepreneurs that
show sufficient cooperation, provides required inputs
and can be expected to implement the solutionse.

Such jobs will omly be undertaken to tie extent that
there are reasonable relations pbetween the efforts and
the development iupact of the worke It will also be

depend nt on the capacity of thne officce

%, Further activities of the advisers. ‘‘ime rot usecd by

the advisers for consultancy work will be devoted to
general information activities towards tic small scale
jndustry. The information will partly invelve
orientation about the services of the office, ind
partly information in questions that Lhie offic. 15
frequently requested for and see the need to inform
the entrepreneurs about in a more universal manner.
Such information may be spr€§ as printel leaflcts, be
a part of other publications or presented through

meetings, newspapers, magazines, TeVe Or radioe.

3e3e5 Library and General Information Servicese.

There will always exist a need for the entrepreneur, [or
his employeces as well as for the government promotion
staff, to further study on their own about all kinds of
prospects and possibilities witnin small scale industrial
development. For that purposc there will on a central
level, on Frovincial level, and partly alco on Kabupaten
level we built out libraricc. The establishing of a few
liorories huu already ctarted, but they are yet to be well

equipyed and they are also not sufficiently advertiued




amang lic jrospective uwikoers.

The following astepc to improve the situatior 4ill i

talzen:

Te

Establishing. Tihe libraries will slowly be installed
and equipped with the most relevant information
caterial, first of all including information about

the following:

- Indonesian and overseas industrial ond traile activi-

ties and establishments.

- Indonesian regources are raw materials gensrall,.

Construction components

- Market information for industrial products, 1ocally

and oversease.

- Techunology, processing and machinery information

= General background information on techpical n.tters,
econuny and marietinge.

- Ungoing and planncd industrial and lrade volpblishe

ments

Indonesian developmeni statisticse.

The libraries will alsc register relevant inforration
material available within other libraries and infor-

malion centras in Indonesiae.

cServicese  'Ihe librarics will permit public otwiy

within itheir facilities and will seek to provice require:
jnformatiun on reaueste Dooks will generally not be
rermitted lent out, but important information uaterial
on project possibilities, technology etce will He

availutl. for sale as well a8 copy facilities.




z. uJencral Information. fThe libraries will in

- Jdifferent ways spread information about themselves

and the services tihey provide. They will alco menitor
the volume and type of the service requireuents they

settle. PFurthner building out and mainlainin; vill

always ve judged on basis of past activities.

oG loster father programme.

The foster father programme involves an intimatce collaboratic:

between a larger strongef company and one or cevers:l rmall

scale industriese

hetween the parent company and the small scale cullawcrator
Lut not necessarily. The most aormal relationship iu  sub=
contracting of manufacture, or processing with supplies
from the small scale industry to the parent unit.

Uther possible interlinkages include. @

Any of the parties supplying raw materials t. tie

other

- “he parent unit selling products from the swall ucale

industrye
- The parent unit financing the small scale industr;.

- The small scale industry providing services to tuz

parent unit.

Direct benefits of the projramme include,except oi the
mutual comuercial transaction between the 2 companies)
exchange of know how and expericnces, gain of poscible
incentives to be established, and financial assistance,
to-ecther with the social satisfaction, pride and goodwill

that follouse




A contract tu be based on a standard 3IPIK form involve,
in addition to the basic conmmercial services, whatcover
is agreed of the following agsistance from the parent
companys

-  Advice on technology and ceneral menagemnent

- Momitoring of the situation and assisting in sdevclopment

vlanning
-  Financin: of raw materials and supplies
- Product sales
- Product design
-  Supply of rawkaterials

- Providing of toels or production equipment.

The foster father programme has already Leen in operation
for some years but the amount of contracts io limitid,
art

and the mutual bindings in most cases weak witbout

Jdrawing on many of the possible advantages.

For epelita IV the following efforts will be initiated®

1e iinguest for collaboration, Both smnll scade

industry and potential parent companies, to tae extent
tha! they do not establish interrelativns on their
oun, will be encouraged to forward their gpecific
rcauest for collaboration to the regivnal sIPIK
officics whe will try to assist them ,oing into
collaborations according to the standard contract,

but only based on very voluntary joining into lie

nrogrammes



J.

Honitoriag.  3IFIK will also register tae

existing collaborations and from year to year
receive information from the collaborators
about the situation and the developmente.
FPossible weaknessq will receive attention
attenuting improvnuiof the system. The

usefulnes of the system will be evaluated.

Follow up. BIPIK will also receive infcrmation
about possible specific collaberation difficultieu
and when required assist in solwviny problems Letween

the parties.

Incentives. The possibilities of establiching
special insentives to the collaborators will bLe
storted out. That may include exemption of sales
tax between the parties, establishing of special

favourable financing arrangements etce
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- 3,4 ESTABLISHMENT OF NEW INDUSTRIES.

The veight of the government promotion activities has in
the past been directed towards the promotion of an assis-
tance of existing established industries. That is important
and will as specified above be intensified during Repelita
IV. Considerably efforts will however also be directed
towards the promotion of establishment of new projectse

A range of products are yet to be manufactured in
Indonesia, and within the established trades are great
need of embarking on more co-4aavin; and productivity
increasing new techmologies. It appears that the
necessary developsent will not progress with the

necessary speed unless the government tries to aid with
stimulating measures. Therefore, the following services
will be intensified during Repelita IV:

3.4.1 Project opportunity information.

When new projects are initiated, there is always tendency
of copying existing activities. In spite of that a range
of new industries and technologies are required, new
projects are more often established equal to the former
existing ones where the competition is already too high
and the profit margins limited.

\ There is therefore a great meed to inform about new
project opportuaities.
The following actions will be undertaken:

1. Opportunity Investigations. A 1ist of project
opportunities that should be encouraged for closer
investigation will be maintained, published and
distributed to interested parties on a yearly basis.
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The list will comtain brief but important informatiomn
about the project, the process and other important
project parameters.

It will also try to indicate the degree of usefulnes
of the different projects based on different locations,
but all informatiom will be subject to further
studying.

2. Project Profiles. For the most extemsively required

projects will be worked out more detailed general
project profiles,normally for umspecified locationse.
The profiles will contain information about product,
rav materials, processing and manufacturing equipment,
market, prices, investments, capacities, cost
estimates, and requirements to the entrepreneur, the
production building and to the environment.

Such profiles are also presently available from BIPIX,
but to a some a larger degree related to more traditi=-

onal products and processes.

3. Encouragement. Potentials will actively be encouraged
to start industrial activities. Their attenmtion will
be led towards the opportunity list and the available
profiles as a background for selecting a project, for
further study.

Sundry opportunities to inform the public about these
opportunities will be utilized, involving information

through pamphlets, the massmedia etc.

3.4e2 Project Information Contx® -

When preparing feasibility studies for new projects is it

important to get as much information as possible about
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market, technology, requirements etc. and especially

about possible earlier projects of the same nature,
whether they failed or not, whether they were finally
implemented or not.

When one during preparing new feasibility studies can

make use of feasibility studies that have been made for
similar projects before as background material, obviously
one stand a much better chance of making better projects
and making them quicker, tham when lacking this
information.

Such background material may also include possible test
reports, implementatiom reports, inspection reports,
reports about suceeas and failure, about investments,costs
and comsumptions, about practical difficulties.

It is also hoped that the material may make it possible to
see the developments, and talk to the promotors.

In most cases information of this mature could be
available from the several institutions that prepare
projects, but the project promotor is rarely aware of
it and can not make use of it, because he does not know.
Therefore a project information centre will be sought

established and the following steps will be taken:

1« A Mlot Centr« . Information will be collected

from different organizations and institutions about

project feasibility studies, profiles, and reports

of different categories for projects that have been
investigated. The material should include sucsessful
studies, and also those with negative conclusions,

projects on the planning stage and implemented projects

should likewise be included.
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Available project reports or at least project data
will be collected.

Anybody intending to plan new projects can refer to
the central for information, and it is expected that
these services will make future project preparation

quicker and more relyable.

2. Extension to the Provinces. After sucsessful trial

operations, the central would get branch offices on
provincial level, with the tasks of both spreading
and collecting information in conjuction with the

centrally located office,

Project Preparation Services.

The smallest industries not requiring much financing or
very special local plamning considz—ations etc., may

at times be established on the background of the general
project profiles withcut makiug any full feasibility
study. (That goes as far aa:general profile has been
worked out for the particular project). Most projects
will still require a special and specific project pre-
paration, a feasibility study. Services have also earlier
been given on this sector, but mainly as preparation for
an investigating bank making the final study.

The intentions are now to serve the community with a more
complete planning, hoping thagh:iill create better projects,
more adapted to appropriate technologies and practical
situations.

The project preparation services will include the following

steps:

- Receive the project application with full information
about the applicant (for a specific project of his

own ideas, an open available project, or a general
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- interest for any project)

- Register spplicants and make priority ranking for
project preparations (applicants or own project

proposals)

- Collect project information amnd prepare feasibility
study (also activating the applicants in the

investigations)

- Approve the project, allocate to an applicantjand

organize financing.

- Agsist &uring implementation, do later follow up

and monitor the progresse.

The following steps to initiate the services will be
taken:

1¢ FProject preparation department. A project prepara-

tion department under BIPIK will be organized with
project engineers and economists. The department will
follow the projects from application to regular
production. The head of departm:c t will together with
the local: heads of BIPIK and Kanwil after consultations

approve the projects.

2. Staff Traininge Further training in project pre=~
paration for members of the staff for the department
is required and will be provided. The department
will not be built out faster than training will be
provided. Pilot operations will start in one selected

province.
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3, Formalized approach. Standard formats will be laid

down for project preparation, specifying on 3 investment
levels the degreee of indepth investigations and conside=
rations that are required, with the more thorough procedure
for the higher investmentse.

Formalized procedures will be followed all the way from
applicant registration to correction of production

mistakese

4, Announcement. The existence and the work of the
department, the possibilities to apply for projects,
and the r:quirements to the applicants will be thoroughly
announcede It is hence expected that potential suited
entrepreneurs will come to know about the opportunities

and apply for project allocationse

3.4, Foreign Participation.

Traditional small scale industry where Indonesia has
sufficient know-how and experience, and where many
manufacturing industries are already established do not
require any foreign participatione

The promotion of such operations will be reserved for the
indegenous  people.

liew technolopy, new products and areas where the local
knowledge is limited and very few manufacturing units

are established, may require foreign participation in order
to develop well, and to provide the required know how. The
possibility of allowing 1imited foreign participation in
such projects will be sorte#out.

Foreign part taking will under all sircumstances be countrolled,
with a maximum period of participation and a limitation in

the coutrol of the companye
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3.5  FINANCING.

Lack of capital is generally one of the most serious
constraints for the small scale industry, limiting the
volume and the development of the activities and forcing
the entrepreneurs to select less economical solutions and

zethods.

2-5.1 Financial Situation Analysis.

Inadequate available capital resources may in general

bﬁcaused by 3 different factors:

a) Draining of the earlier available capital
b) Irrational capital binding

¢) Insufficient financing.

Re.(a): Capital drain is caused either by too
extravagant spendings,by unluckly transactions or

circumstances, or by umnprofitable operatiomnse.

Re.(b): Irrational capital binding occurs to some extent
in most companies and includes premature purchase of
capital goods, too large stocks, too liberal purchase

payment conditions and or too large outstandingse.

Both the above factors will for an operating industry
require clarification and rectification before any
refinancing should take place. The following services
will be sought provided in the futurel

1« Finance disposition investigation. Extension services

to small scale industry will omn request go through the
financial status with the entrepreneur before possibly

forwarding an application to a bank for financial




- 40 -

agslstance. The services will include advice or a

plan for the required dispositions.

2. Situation Rectification. On request the extenmsion

officer may also be available to advice and guide

the entrepreneur on the necessary steps to be taken

to improve the situation. A situation report with
recommendations may be available to the bank tnat will

be approached for financing.

352 Lending Rate.

36543

There has earlier been a lending limitation for the small
scale industry of maxisum Rp 500,000 ip investment per
employee. It has shown that this is no longer a wise
limitation, Inflation and devaluation has rendered the
amount too low. To enable increase in wages and standard
of living is it necessary to apply the most appropriate
technologies. The amount of investment must be determined
to facilitate the lowest possible total manufacturing
costs for the right quality productse. Auy other financing
policy will render the small scale industry out of a
stable competition situation vis a vis foreign proaucts.
The appropriate lovel of investment will be extensively
different from trade to trade and an individual judgement
and balancing must always take placee. No new project
should be approved however, unless making sure that the
right level of technology and financing has been selected.
That principle will be sought followed in the future.

Feasibility Loan.

Feasibility loans provided on the basis of a feasibility
study for the required projects, will also in the continu-

ation remain the most important financial source for new
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small scale industry.

Feasibility loans have been channelled from the

government through the banks, presently at 10,5 %

interest (For working capital 13,5 %) Wwith a maximum loan
of Bp 75 million against a maximum project financing of

100 million and a equity contribution of minimum 10 %.

The following changes will be requested for:

1. Extended loans frame. The lending facilities will

be sought maintained as at the present except that
the loans frame will be sought increased to Rp 200

million.

2o Lending limitations. To prevent straining the fund

recources and to limit the arrears occurence, may it
become necessary to accept an increase in the equity
contribution to 20 % for the part of the loan that

is over and above ¥ 100 million.

3.5.4 KIK and KMPK loans.

Also the KIK and KMPK loans have been available for a
number of years for financing of small loans without

any tﬂ?ough feasibility study. These loans are therefore
for thre greater part utilized for project expansions and
refinancing. The loans are ment for financing of machinery
and fixed investments (KIK) and working capital (KMPK) at
respectively 10,5 and 12 % interest.

In principle these loans are given without any
independent security and without requiring additional
equitye Only about 10 % of the loans go for industrial
purposes and the maximum loan is R 15 million respectively
for KIK and KMPK,

The following changes will be sought implwzmented:
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1« The loans frame: Because of the inflation, the

loans amount that is possible to borrow without any
tirough feasibility study has become fairly limited
an% will be tried rised, at least for industrial
purposes, to Rp 30 million. Dependent on the rate

of inflation, the loans frame will be sought adjusted
annually in the future.

That should not create any large conatraint on the
fund disbursement budget since the majority of the
loans still are within the lower bracket of the

lending frame.

2. The loans conditions. The amount of arrears in the

loan repayment is fairly high, something that calls

for more tﬂ%ongh investigations before lending, and
better follow up of the progress. That will be tried
taken care of with the planned efforts that are
specified above. Als0 a higher personal commitment
seems to be required and an equity requirement of

20 % will be sought for the part of the lending amount

exceeding R 10 million.

3¢5e5 Crash Programme Loans.

Crash programme loans are given from limited government
funds for financing of acute working capital requirements
with an individual lending limit of R 500,000. The loans
are given with 3 months of grace, 1 years repayment and

10 % interest p.a. Security for the loans is given the
form of collective guarantee from the estate or cooperative
that the loanee belongs to. No study is reguired for this
form of a loan, and the loans can be disbursed on very

short notice.
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The following changes in the programme will be attempted:

1« Arrears collection. The arrears situation for these

loans seems less promising than for other forms of
finaucing. As a condition for recommending increased
lending is an improved arrears situation. More
aggressive actions for collection of bad debts will
be initiated and the collective guarantetwill be

drawvn upon for extensively overdue repayments.

2. Increased allocation of funds. The funds available

for this programme will be sought increased so that
the scheme can be utilized without serious budget
constraints attempting a situation similar to the

above mentioned forms of lendinge.

3o Increased loans frame., Only to the extent that

sufficient funds will become available will the
lending frame be considered increased to a maximum

of one (1) millionm Rp.

Any more liberal lending policy will not be attempted,
and a serious situation evaluation will always be carried
out befcre approving any loan to ensure that all
disbursements are really required, and is best way of

solving the acute problem of the particular industrye.

Bank Invoice Debt Collection System.

Many small scale industries come into a seriouc financial

situation because of extensively delayed payment of large

orders.
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A nev financial system "Bank Invoice debt collection”,
will therefore be sought implemented.

The financing will require that the purchasing organ
confirms the debt on a special  bank formula connected
to the delivery imvcice, On the form will be specified
teras of payment and who is responsible for interests
and financing expenses. The small scale supplier can
discount the invoice in the bank, who later will cash
the invoice from the scustomer.

The following actions will be atteapted:

1. System Initiation. The system will be worked out

with bank relations whereafter it will be tried in
a pilot scale between one commercial bank and a

pumber of small scale industries.

2. System operation. After a trial period of 1 -2

years will the system, the benefits and the constrants
be evaluated before it may be decided implemented in

a wider s&cale.

Private financing and project participatione.

Commercial lending to the small scale industry from

Banks and others, on an individual basis, with or without
safe security, is awry expensive and risky matter for
the emall scale industry, and the arrangements do not
leave much to be desired., 5till it is often the only
available solution for the entreprensur. A better

control with these tramsactions seems required at the
same time as possibilities to find a system where a 3rd
party can take part in a part of the business on basis

of sharing profits and risks should be investigated.

The following actions will be undertaken:
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Private lending. The existing practises will

be investigated, for if possible to establish
more common and formalized practises with

limitation of risks and expenses.

Project participation. Likewise will be sought
worked out and tried a formalized system where
the financor c¢an invest in particular activities
or in a business in gemeral for shorter or

longer time, sharing profits and risks.
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DIRECTIN g THE PROMOTION WORK TU THE DIFFERENT

CATEGURIES OF  INDUSTRY.

Categorizing of d1industries.

All Services will in principle be available to all
Small Scale Industry. Some industries have however
better potential for development and growth than others
and can yield better growth and development from
promotional assistance. It will therefore create increased
development when the more ambitious and responding
industries receive a larger portion of the available

active assistance.

Hience the small scale industry will be divided into .
categories, the ones with the higher  »owth potencial,
and the ones easier to reach, receiving a more active

attention than the others.
The categories will be the following:

Industries located within the growth centra:

A) The Industries with the highest growth potential
B) Industries with limited growth potential

C) Industries with low potential for growth.

Industries located separately, outside the growth ceantra:
D) Mcdern dynamic small scale industry

E) Traditional industry with limited prospects.

There can not easily be any clear distinction between
these categories. Several factors that are not easily

measured are involved, and a portion of judgement will

always be required.




- 50 -

To determine the categorizing, the following factors

are involved:

1. The Management/Ownership: Personal knowledge,
understanding, motivation and initiative, industri-

ousness, sence of economy and proportionse.

e The Plant: Its capabilities and capacities, level

of technology and unexhausted possibilities

e The Economy: The level of incured costs, available

and accessible capital

L, The product: The quality and the market potentizl.

Prospects for improverents.

Se The Location: Suitability and prospects for

expansion and improvements

The categorizing will be done 80 that a limited number of
jndustries that can be vigorously promoted will be placed
in category A dan D with the highest numbers receiving

the less active attention will be left in category C and BE.

The categorizing will involve listing of the industries

in A, B, and D category while those in the C and E
categories will mot be registered. It will always also

be possible for the industries themselves, upon showing
initiative, to request for consideration in a higher categorye.
The categorizing will be done on the provincial level,

where also the major promotion activities will be directed

from.
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The amount of industries within the different categories
will be selected so that the departments will get reason-
able capacity to deal with the tasks for the different

categories. In general a distribution as folilows may be

attempted:

6 % of the centre enterprises

Category A: 3
"o B: 15 - 25 % n o n 1] "
- C: 70 = 80 % n on " n

- " . D 5 =10 % w " off estate enterprises.

- o E: 90 - 95 % n on " n 1"

specification of the assistance to the different

categories.

As a general guidelime, the assistance of different type

as specified above under chapter 3 will be tried

distributed to the different categories of Industry
as indicated in the table as followas:
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Field of Assistance Industry Located in Clusters utside Cluster Indus&q
A. High growth }B. Limited growth ]C. Low growth . E.
potential potential ! potential Industry Modern Traditional
! Industry Industry Industry jIndustry
: THE PRCDUCTIUN SECTOR
1«1 Product development:
1.Preduct Selection | Individual Informed by Circu- Informed through As B As c

vdvice

5c$kact. Provided! lar. Advice on

with guide book request
and advice. E

Individual con- They may request

mass media. Advice
" from office on
request.

2.Product development fThey may request foriAs A As c
tact, giving for visit and advice !
proposals. 'Advice
Further assis=- |
tance on request: ;
1 : i
3.New product proposals; May be offered |May request for E o ‘AB A —
product oppor- 'proposals ; i
tunities | j !
4,Standardisation Proposals may belSpecifications maj Specifications .As A As C
discussed, speci-jbe given : available on request
fications will bﬂ ,
given.
SeProduct development May be offered |May request for — "As A —
training oppor~ !training ;
tunities o
1.2 Technology Advice Information mateJ — —— “As A 3 o
1. Technology selectionl rial distributed
methodology. and advice availv
able ! !
| \ ; :
- n . Information mate-| Informatica material As A A8 C

2. Information abdout
Suitable machinery
and processes.

irial and advice
'available on re-
lquest.

available or request

il

i
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Field of Assistance

' -
Ja

X 1§
Ao Ce. .
& I B :.
S T e - e »~7--—»¥‘ ~ B e e = —T
3. Technology training fSome entrerreneurs — : o——e [ k8 A —
L zay at occasion be ! i i
 invited for training ' ;
i
+ ' »
. - ! . i '
1.3 Production Development; To visit industries Mcy be visited and To oe adviced on AE B | as C
judge and give JFosaibly aseisted on ' request | i !
guidance when requi-request ! |
red. Classroom train ' A
b ing to consider. i }
! 1
1.4 FPurchase Inforaation | '
Services. :
1. Advice on request Available ‘Available from officeihs B FY: -] AE b
Ze An\;nforzation To be circulated 'o be sent on request:Hay ve collected As A As  C
Bollet v .
3, Purchase trairing | May be offered ay be considered on —_— A8 A —
request : ‘
4. Negotiation assis- ; Considered on — | — Y] A —
komce lrequest. | , [
‘ { 1 | !
MN.> Machine processing :Hachine use in UPT and own-workehop. Advice on visiting ' Machine use in Ui !
Services i | Advice in UFI.
| s )
- .- - t [ | 1 ‘]
MARKETING SECTCR 3 | i
K1 Ceceral Agsistance | ' ‘ ;
1. Printed information Will be distributed |Available on request iAs 3 " Al A hs B J
material ! | : !
2e Situation Related iHill be visited aod Available on request 'Available from As A ks T ‘
advice | discussed i ‘office on request ‘ :
. . ) . . . . X : :
3. Tailoring Improve-! Available on speclaHAVallable in office Available in office As A — i
ment plans { request ; ot request ! ‘
| i
4, Direct Sales Ascis- Un special request | — — ‘A8 A — i
tance ‘ .
| . :
5. Frocuct displmy ! For special high ke A As A A5 A kB R i
i quaiity rrocucts i
6. Training : Kay bde invited (n special renguest — As A J — ‘
i " il AL
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2.2 lmport Substitutior |

‘djuétm@giwgf duty progéction zay

Je requested after situatiom Juagermert

4~ -

- r
2.3 Exjort bromotiorn ; !
! 1. Frinted Infor.aticon !Will te distrivuted Avaiia.ie on re- Available from office on:As A |AE 2
I ' jquest. request ‘ |
i i : j
; 2. Sales Fromotion tn special reguest | — — A8 A — il
1 i
? 3. Sales organization M
bulldiug
i [
| 4, Export financi -
| P taancing E q uw a 11 y availlable t o all
! Se Export Incentives
|
5 ?. ixport terms improve-
! ments ‘ i
! 6. Export promotion May be applied for — — AB A T —
financing ‘ .
# | ;
. . [ . . . .
I 2.4 Subcontracting Assis- ;Hlll be corntacted | May take contact for regisztration and assistance
tance. -determine need and
; iabilities.
— ;
2.5 Market Reservation ‘List of requirements may be distributed centrally to the ﬂiiat of reguire- !
| iclusters for egual displey for everybody ments displayed
| ! |at central offices
|
! - !
2.6 Product reservation .
j 3 t E q u a 1 Services t o a 1 1
; Scheme, l
t
i MANAGEMENT DEVELGEA4ENT]
|31 Management Selection E g u a 1 S ervices t o a 1 1
! | 1
- 3.2 Enterprise Situation The biggest industries expected to — .
Anglysis. have the best prospects for improve- 'AB A+ B — i
f ment will be given priority. | ‘
! '_L A‘L H
2.3 Management training | Pricarily selected Mav reguest for i — | AB A —
. 1

S T .
i for trairing training

| |

|




Field of Assistance {|a ] C : E
3.4 Management Advisory i E
Service t . ‘
1. Advice on reguest L\\/m\c\\p\,e A\/cxa\a\o\t Avo\\\m\o}c ’CPQM Lice l A H e C
2« Specific Investi- Available upon showing the required — :As A+ B ———
gations devotion
b
2e General Information Equal information to all through the cluster Information
centre through BIFIK.
3,5 Librarv Services E g u a 1 Services t o a 1 1

3.6 Foster Father Pro =

Preference target group

Congideration on

|

AB A + DB iais o

Eramme. special request

L, NEW ESTABLISHMENT Services preferably given to potentials not yet running any industry.
PROMOTION Information available to everybodye.

S« FINANCING E q u a 1 Services to a 1 1

6. INTER GOVERNMENTAL
ASSISTANCE AND E q u a 1 Services t o a 1 1

FISCAL INCENTIVES
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ORGANIZATIUN DV LLCPMENT.

GENEHAL

The organization that is required to perform the tasks as
outlined above is specified in the continuation.

For a number of the tasks are indisated personnel require-
ments. These refer to executive staff, and hence has no purely
administrative staff, clerical assistants, or other assisting
personnel been mentioned.

There has also been made no distinguishing between large and
small provinces, or more or less industrial active provincess
The differences between the provinces are so great that the
requirements to staff in one Kabupaten in one province are
greater than for a whole province elsewhere.

Personnel requirements on the Kabupaten level in one province,
fits better on the proviucial level in another. For details

is refered to specifications elsewhere.

The number of proposed staff, will for the most industrialized
areas also not be sufficient to cope with the volume of the
requirements. Rather than for a start to employ sufficient
number of staff to be able to cope with all requirements for
the industry, is it better to start in a modest scale, and

as experience grows, to built out the services.

Recording of services. It is considered important that

records of the performances will be kept, both as regards the
job inputs from the organizations, and also the results in
the form of industrial developmente Each sector leader will
therefore continuously record the department activities, and

by the end of the year record the changes within the industries

one has worked for, within the particular are a of assistance.
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A yearly report from each UPIK and PPIK will hence clearly

show the relationship between the efforts from the government
and the costs of the efforts on the one side, and the devalop-
ment within the industrial enterprises on the other. It should
hence be possible year by year to adjust the efforts in relation

with results and demand.

Calculation of Service feese. Further in order to stimulate

the staff to increased efforts, and the entrepreneurs to
concentrate the requests to the most important tasks, will
some modest, standardized fees be charged for major services

to the entrepreneurse

Fees will for the time being be charged for Services as

follows:

- Working assistance within product development,
technology advice, production development, marketing
assictance, sub contracting, management advice, library
services, project preparation, financial assistance

etce

« Up to a maximum of one day or 8 hours; No charge

- For additional working hours within the same tasks:
Per person (executive personnel oulyl;
kg 500 per hou
or (whica ever is the lowest) kg 54000 " day

- For additional working time within the

same task exceeding 6 days Rp 2.000 " "

- PFor use of machine facilities an hour rate corres-

ponding to 0,20 permill of machine value +

consumption of tools and electricitye.




Fees for project preparation are payable 50 % at
project alloocation and the rest when getting finaunce

approvale

Other charges are payable at presentation.




5)02

THE PRODUCTION SECTOR

The Assistance on the production sector to small scale
industries has so far been undertaken by the technology and
product development sector of the PPIKs + the machine
technical services available from the UPTs.

The services on the production sector, that will be sought
rendered in the future, as specified under chapter 3.1 above,
involves intencified and specialized assistance within 4 nunber

of areas as follows:

- Product development (5e1e1)

- Technology advice and technology selection (3e12)

- Production development (3e1e3)
~ Purchase information services (3e1alt)
- Manufacturing/processing Services (3e145)

The Product Development Centre.

The product development centre will assist the entrepreneurs
individually with product selection, improvement and
simplification of existing products, and partly also adaption
of product constructions available from outside. The assistance
will initially be limited to the sector of metall productse

Any inducstry will be free to seek advice from the centre, and
additional available time for the centre will be used for

direct contact of A - category industries.

The centre will be established on a provincial level sorting
under the PPIK organization and .ill when in full operation be
tried to be staffed according to demand.

Topitially the centre will be implemented in a pilot scale with

a limited number of staff, max 3 persons, and be limited to
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the existing 9 PPIKs.

It will hence not be able to cope with the amount of work
requirements. ‘The Centra however will be built out as one
gain experience for the orogress, first for the metall
industry and later for other brances of the industrye
Training of entrepreneurs will also be refered to a 2nd

stage after an initial operation period of 1 - 2 yearse.

Technology Advice and Technology selectiomn.

The technology services involve selection of the suitable
processes for the different industrial brances on one side,
and submitting this information and implementation of actions
within the industry on the other. Most technology selections
can be used and utilized withina long range of industries.
The tasks will therefore most practically be divided into

two;

1. Central investigation and determination of
opportunities and solutions spreading the information

to the local offices.

2. Decentralized collaboration with the entreprencurs
on the local level, making use of, and adapting the

information that has been made available centrallye

The organization will therefore have a central office under

DJIK, Jakarta doing investigations, collaborations with R & D
institutes and machine suppliers, etc, The central organization
will make comparative economy studies for different levels of
technology and have these distributed to the local offices.

The central organization will be staffed with executive

engineers witnin these fields:

- metall work

- wood work

- garment, leather, and textile
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- building materials, concrete, etc.
- food industry
- plastics, chemical industry, and other technologies

- sundry other industries, printing, paper industry,

packaging.

Un the local level will the tasks in genmeral be allocated to
one person on the Kabupaten level, organized under the UPIK
Kabupéten offices As the demand for the services increase,
a further building out of the capacity may be done. The
work will in that case be specialized 1o servicing people

within dif’erent brancese.

Production .evelopment.

The work invoives guidance in practical processing and
establishing ol practical assistance to the industries from

R & D institutions etc.

For a start will not be established any separate organization
for these services. They will be undertaken by the TPLs who
will perform the services in conjunction with the local
Technology adviser. After further developments, may it be
found required to employ specific staff which also will be

backed by the same above mentioned central technology team.

Purchase Information Services.

The task is divided in two;

The central job of doin;; general investigations on the raw

material market, collecting the informention material in a

periodical bulletin spreading this to local representatives

and to selected industries, together with provinding further

backing to the local representativese.




A central team in Jakarata with 3 members sorting under

DJIK will be allocated this taskse

The job on the Kabupaten level, involves spreading infor-
mation to , and assisting the ipdustries in solving their
specific raw material problems. One person under the UPIK

Kabupaten office will be assigned to this taske.

Processing Services.

A number of UPT units are built out within industrial
clusters to serve the industries first of all with machine
processing servicec. Further UPTs may be built out within
sundry very specific clusterswhere the n2ed for special
processes, which the industries themselves are unable to

invest in, is particularly highe

The UPTs will only be equipped with the most essencial
machinery that are extensively required, and can not be

bought by any of the individual industriese.

To the extent that this presently is not the case, machinery
will be exchangede

The UPTs will in the future not have any employed operators,
only 1 - 2 operation instructors to guide the enterpreneurs

who themselves will operate the machinese.

The UPTs may additionally in certain cases have further
personnel for ascistance withinz machine maintenance, processing

and business procedurese

The UPTs will cl.arge podest fees for machine hire and for the
more iuvolved taskse.
The UPTs will be administered by the Kabupaten UPIK office,

but will be guided by a local steering committee with members

from the entrepreneurs of the cluster.
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Se3 THi MARKETING ASSISTANCLE SECTION.

The marketing assistance section will in the future be

divided on 3 levels:

- A central team under DJIK, Jakarta on a national
level doing investigations, ground preparations,
spreading countrywide information, and giving
information to Sub organizations, doing backing

of traiuinge

= A provincial office guiding the Kabupaten field

officers and entrspreneurse.

= Marketing officers on Kabupaten ievel giving advice
and assistance to the entrepreneurs and making contacts

between the entrepreneurs and the market.

The central National Marketing office will initially have the

following executive staff:

-~ A general market information officer, investigating,
negotiating, and spreading information about marketing
approach possibilities, concerning the different

actions and activities for the entrepreneurs

- A branch market information officer for each of the 7
branches as specified under technology mdvice, doing
investigation/negotiations and spreading information

to the market promotion officerse.

-~ A team of 2 marketing planning officers making
market approach plans related to specific proolem
situations and opportunities, distributing reccommen-

dations to the market promotion officers







- vollaboration with other sectors of the government
responsible for the deletion programme and for import

regulations.

Initially, until gaining some further experience, the central
. . n
will be established onlyka - 3 provinces, with the aim of

later on building further out.

The office will be sorting under the Provincial PPIK organie
zation and will be staffed by 1 = 2 executive officers,
preferably one engineer and one with marketing backgrounde
Marketing officers on the Kabupaten level may refer to this

office for assistance.

The sub contracting central will also have the tasks of
encouraging the larger industry to establish foster father
arrangements. They will also assist the small scale industry
who require it,to find a suitable foster father and to assist
in the establishing of collaborations and forming of an

collaboration agreement between the companies.
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MANAGEMEN'Y  DeVELUPMERT SECTION.

Management and advisory services, situation analysis and

traininge

The management services include assistance to the small

scale entreprises within the following fields:

advice on request within specific problenms

- to do further investigations and plan particulaur

improvements within the enterprisese

- situation analysis with progress plauning and follow
up

- general information on management for the entre-

preneurs in common
- management training for the entrepreneurs

- training of staff and development of methodes and

approaches.
These tasks will be shared between personnel on the nalional,
the provincial and the Kabupaten levelse

In the principle,staff as follows may be established:

Un the Kabupaten level: 1 = 3 management advisers, supported

by TPL staff working with advice within the enterprises,
doing acute problem solving, spreading general information and
doing situation analysis with follow upe

The advisers may preferably be economiets with different
backgrounde They will expect partly to be approached by tne
entrepreneurs after agitating about their servicese Partly
will they also do systematic approach to the A-category

enterprisese
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On the Provincial level: Dependant on the direction ot

the requirements, up to a maximum of one specialist wihtin

each of the following diciplines to be allocated:

general technical matters - purchase and sales -

general economy ~- personnel - legal matters.

According to the demand on the Kabupaten level, thne officers
will individually be called for assistan-e in finding solutions
for the enterprises.

Additionally they will assist in providing training within

their individual disciplines and when possible visit the
industries, observe problems and find goluticns to them both

on a specific basis for the entrepreneur eand on a general basi.
for general information to the ‘concerned group of entrepreneurs.

[

On the National levels: Amaximum of 3 persons may be allocated

the tasks of

- Coordinating between information fron the provincials

officers and activities in between them

- Develop and provide systems, procedurers, ani

directions on a general basise.

~ Organize training

The organization will be built out step by step, starting

a
with only few people within 1 - 2 provinces and couple of

the more active Kabupatens.

Library Servicese

Libraries will slowly be built out on a provincial 1level in




- 68 =

all provinces. They will in general be controlled by

one librerian working under the provincial PPIKe

Project information services and other specified information
services may be coordinated together with the libraries,

controlled by specially allocated personnel.

such services may includes

- The project information services
—~ The subcontracting/foster father services,
- Specific required information for the industries

- Spreading of general information

- Sales of special reports and profiles.
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Sl m3''ABLLISHMENT  OF NEW INDUSTRIES.

The major concern in the establishment of new industries

are the tollowing:

- Creating of general project profiles that may

apply for equal projects with different locations

- Planning of industry, making feasibility studies

for specific locations and entrepreneurs

- Assistance to the entrepreneurs during project

implementation, installation and production start

Additional services include:

~ The information about prcject opportunities

- The information about other projects and project

preparations

- The encouragement, registration and selection of
potential entrepreneurs and project management.
con
These taaksﬂmoat rationally be undertaken partly on the
Kabupafen level, partly on the provincial level and partly on
the national level.

On the Kabupaten level, the prime contact with the

potential entrepreneur will take place. The work includes
to inform him about opportunities, encourage him,
collaborate with him, and to help him to solve his
different problems. The job also includes collecting the
project information that is required from the local eources,
and pgiving the direct assistance that is required to the

entrepreneur during implementation and production start.
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On the Provincial level will normally the specifically

required feasibility studies and major plans be made .24 e

followed up in general termse.

On the National Level will the information abcut the

situation regarding development within the different
trades be collected, kept and distributed from. General
guide lines will be worked out for project preparation and
implementation. Contact will be held with the project
officers on other levels to ensure the best possible

progress and coordination.
The following personnel may be required:

Kabupaten : 1 - 2 persons. 2 engineers, or an engineer

and an economiste.

Province : One economist + 2 - 3 engineers specialized
in preparing projects and specialized within
major trades of the province e.g. metall, wood,

food etce.

DJIK An aconomist and a few engineers each with

o

background within the different major diciplines
as metall, wood, garment textile and leather,
building matearials, plastics, printing and
packaging etc. would be required for investi-
gations, preparations and guidance.

Further 1 = 2 clerical staff for establishing
and maintsining of the project information central

are required.
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FIlANCIAL ASSISTANCE SECTGR.

The assistance on the financial sector involves the

following services:

- Financial situation analysis and assistance to

redispose the enterprise capital

- Assistance to obtain financing from available funds,

lending institutions etc.,

- Jinteractions with the government, financial institu-
tions and foreign financial sources, aiming at
improving financing arragements for small scale

industry in generale.

The two first mentioned tasks will be executed on the
Kabupaten level where an enterprice financial analyst and

a financing officer will be workinge

The last mentioned task will be persued on the national
level by a financial promotion officer also keeping the

financing officers in the districts informed.

The organization of fiscal incentives will also be handled
by the same people. Dependant on the extent that fiscal

ineentive systems will be further built out, further staff

may become required.
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