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SMALL AND MEDIUM ENTERPRISES (SMEs) FINANCING IN INDONESIA

Hj. Ida Rosnidah

Dadang Suhardi

ABSTRAK

UKM di Indonesia berperan strategis dalam upaya pemerintah untuk mengurangi pengangguran, memerangi kemiskinan, pemerataan pendapatan, disamping perannya dalam pembentukan Produk Domestik Bruto (PDB).

Di tahun 2003 UMKM menyerap tenaga kerja sebesar 99,45 % dari jumlah Tenaga Kerja Sektor Usaha Kecil, Menengah dan Besar di berbagai bidang. Selain itu selama tahun 2003 UMKM juga menyumbang 56,73 % terhadap PDB kerja usaha Kecil, Menengah dan Besar per Sektor Ekonomi menurut Harga Berlaku.

Besarnya peran UMKM dalam pembangunan ekonomi nasional didukung oleh konstitusi pasal 33 ayat 1 UUD 1945 (hasil amandemen 2002) dan kebijakan-kebijakan pemerintah lainnya. Bahkan Pemerintah Indonesia mencanangkan tahun 2005 sebagai Tahun Keuangan Mikro Indonesia (TKMI) yang mengambil tema “Bersama UKM Kita Bangun Ekonomi Indonesia”.

Karena peran strategis UMKM dalam struktur perekonomian Indonesia,di perlukan suatu penanganan dan pemberdayaan terus menerus dan berkesinambungan. Permasalahan’’klasik’’ yang selama ini muncul seperti keterampilan rendah ,modal yang minim,administrasi pembukuan yang belum sempurna,akses pasar yang sempit, serta teknologi tepat guna yang tidak pas merupakan hal yang perlu di perhatikan .

Khususnya mengenai permodalan UMKM,dari 42.388.505 UMKM di Indonesia,87 % masih mengandalkan modal sendiri dan hanya 13 % yang telah akses ke perbankan .

Kesulitan UMKM dalam mengakses permodalan dari luar / perbankan dapat dilihat dari 4 aspek yaitu : kapasitas usaha, akses permodalan, jaminan usaha dan aspek sikap dan jiwa kewirausahaan .Dari keempat aspek ini yang di nilai sangat memberatkan pelaku UKM adalalah aspek jaminan usaha .Di satu sisi (pelaku UKM), pada umumnya masih relatif lemah dalam pemenuhan agunan / jaminan dan sisi yang lain (perbankan) menerapkan aturan yang ketat dalam penyaluran kredit melalui persyaratan administratif dan faktual.

Kata Kunci : UKM, permodalan UKM, jaminan usaha

The role of SMEs

In Indonesia’s economic system, SMEs always become a strategic issue.  The roles of SMEs in developing countries are often correlated  to economic and social issues such as poorness, unemployment especially those who come from low education, lameness of earning distribution, not well flatten development between urban and rural, and also urbanization problem with all its negative effect ( Abdussalam, 2005:1).

In Indonesia, small companies are often correlated with the government effort to lessen the unemployment, fight poorness, earn generalization, beside its role in Gross Domestic Product (GDP). During year 2003 (see Table 1),  in Indonesia there were 79,036,793 people absorbed at SMEs from various economic sectors or 99.45% from total small, medium and big industry ‘s  labor absorbtion.

Table 1

Spreading of SMEs Labor in Various Economic Sectors

	No
	Sector of Enterprises
	Scale of Enterprises

	
	
	Small (people)
	Medium (people)
	Big (people)

	1.
	Agriculture, Ox Ranch, piggery, poultry, Forestry and fishery
	37,165,045
	807,048
	44,726

	2.
	Mining
	     599,465
	253,734
	25,484

	3.
	Processing Industry
	   7,297,941
	3,624,938
	239,580

	4.
	Electricity, gas, and purified water
	         6,382
	87,629
	9,603

	5.
	Building
	712,010
	645,239
	14,022

	6.
	Commerce, hotel and restaurant
	16,145,340
	1,450,801
	27,637

	7.
	Transportation and communication
	3,728,387
	375,563
	18,010

	8.
	Monetery, rental, company service
	122,885
	288,275
	14,095

	9.
	Other services
	4,504,723
	1,221,388
	45,041

	Sum
	70,282,178
	8,754,615
	438,198

	
	Total labor
	79,474,991
	
	

	
	Sum of labor from SMEs
	79,036,793
	
	

	
	% labor from SMEs
	99.45
	
	


Source :http://www.depkop.go.id/index.php.

Table 1 proofs that SMEs has a great contribution in decreasing unemployment, fighting poorness and earnings generalization. It is not a wonder if SMEs is conceived as backbone of economic system of Indonesia. We can say that developing SMEs is identically developing Indonesia, because, 80 million Indonesian labors are in these sectors.

The role of SMEs in forming Gross Domestic Product (GDP) can be seen in Table 2 that during year 2003 SMEs contributed 56.73% of  total GDP or equal to Rp. 1.013 trillions.

Tabel 2

Gross Domestic Product of  Small, Medium and Big Enterprises per Economic Sector According to Current Price in Year 2003

	No
	Sector of Enterprises
	Scale of Enterprises

	
	
	Small (Million)
	 Medium (Million)
	Big (Million)
	Total

	1.
	Agriculture, Ox Ranch, piggery, poultry, Forestry and fishery
	253,309,039
	27,570,845
	15,357,612
	   296,237,496 

	2.
	Mining
	15,858,793
	6,381,203
	168,936,929
	191,176,925

	3.
	Processing Industry
	70,141,127
	57,931,902
	312,358,801
	440,431,830

	4.
	Electricity, gas, and purified water
	181,595
	2,387,568
	37,096,281
	39,665,444

	5.
	Building
	47,085,639
	24,173,634
	35,859,533
	107,118,806

	6.
	Commerce, hotel and restaurant
	220,019,807
	60,946,772
	10,623,180
	291,589,759

	7.
	Transportation and communication
	39,509,650
	29,558,546
	42,659,494
	111,727,690

	8.
	Monetery, rental, company service
	20,820,115
	56,629,909
	45,550,686
	123,000,710

	9.
	Other services
	67,645,486
	13,368,030
	104,708,747
	185,722,263

	
	Total GDP
	734,571,251
	278,948,409
	773,151,263
	1,786,670,923

	
	Total GDP (excl. oil and gas) 
	737,557,713
	276,810,636
	583,575,738
	1,594,944,087

	
	GDP (SMEs Only)
	1,013,519.660
	
	
	

	
	% GDP of SMEs against Total
	56.73
	
	
	


Source:http://www.depkop.go.id/index.php.

In the era of globalization and free trading, small companies own a new role which is potential enough, that is as one of Primary Factor of non oil and gas export growth impeller. Evidence NICS (Newly Industrialized Countries) indicate that not only big enterprises, but SMEs also play an important  role  in export growth and also compete in domestic market to import goods and also in global market (Tulus TH. Tambunan, 2002:19).

Tabel 3

Export Goods of Small, Medium and Big Enterprises

 per Economic Sector in Year 2003

	No
	Sector of Enterprises
	Scale of Enterprise

	
	
	Small

(Rp. million)
	Medium (Rp.million)
	Big

(Rp.million)
	Total

	1.
	Agriculture, Ox Ranch, piggery, poultry, Forestry and fishery
	8,460,137
	882,590
	537,458
	9,880,185

	2.
	Mining
	491,417
	303,000
	85,316,828
	86,111,245

	3.
	Processing Industry
	11,513,315
	54,208,859
	329,977,446
	395,699,620

	
	Total
	20,464,869
	55,394,449
	415,831,732
	491,691,050

	
	Export Value against Oil and Gas
	20,464,869
	55,394,449
	415,831,731
	491,691,049

	
	Export Value of SMEs
	75,859,318
	
	
	

	
	% Export of SMEs against Total
	15.43
	
	
	


Source: http://www.depkop.go.id/index.php.

The Level of role of small companies in national economic development  is supported by Article 3.1of  The 1945 Constitution of the Republic of Indonesia (result of  Amandemen 2002) that " The economy shall be organized as a common endeavour based upon the principles of the family system.". In practice, such familiarity principality is in the form of co-operation and small industries.

From the characteristics and the purpose of national development siding on SMEs, it makes an implication to the importance of  reconstructing productive and innovative efforts, where during the time is still in a condition of various weakness, whether in aspect of product quality, the management or  its labor productivity which is still low. This is an important thing to do considering that there are so many small industries in every economic sectors and can produce goods and services needed by people with a reasonable price ( SIMPUK - BI : 2001)

Tabel 4

Amount of Small, Medium and Big Enterprises 

According to Economic Sectors Year 2003

	No
	Sector of Enterprises
	Scale of Enterprise

	
	
	Small

(Units)
	Medium (Units)
	Big

(Units)

	1.
	Agriculture, Ox Ranch, piggery, poultry, Forestry and fishery
	24,735,693
	1,791
	66

	2.
	Mining
	379,141
	1,326
	134

	3.
	Processing Industry
	2,560,846
	7,845
	518

	4.
	Electricity, gas, and purified water
	9,185
	953
	89

	5.
	Building
	170,359
	9,847
	214

	6.
	Commerce, hotel and restaurant
	8,456,064
	21,269
	405

	7.
	Transportation and communication
	2,963,768
	3,616
	174

	8.
	Monetery, rental, company service
	29,508
	6,502
	317

	9.
	Other services
	3,021,955
	8,837
	326

	
	Sum
	42,326,519
	61,986
	2,243

	
	Total Enterprise 
	42,390,748
	
	

	
	Total SMEs
	42,388,505
	
	

	
	% SMEs against Total Enterprise
	99.99
	
	


Source: http://www.depkop.go.id/index.php.

The structure of SMEs in Indonesia can be seen from table 4 above. In the year 2003 58,36% , Those SMEs are active in agriculture, ranch, poultry, piggery forestry and fishery; 20% is active in commerce, hotel and restaurant; 7,15% is active in service; 7% is active in transportations and communications; 6% is  active in industry of processing and the rest 1,49% is active in mining; electricity, purified water and gas; building; finance, rental, company services.

Because of SMEs has a strategic role in the Indonesian economic structure, it is a must to have a continuous enableness and handling. The common and classical problems that always arise such as low skill, very small capitals, inaccurate administration, limited market access, the use of not well suited technologies, represent the matters which need paying attention to (Soeroso Dasar, Pikiran Rakyat : June 15th  2004).

In  reality, SMEs is still difficult to expand because of some limitations and constraints. The constraints can be internal, functional or external such as financing, marketing, technological product and human resource quality. But this article only highlights the problem of SMEs financing.

The Crisis Of SMEs Financing

Although financing is not the only problem faced by SMEs, financing at least occupies the most popular rating according to national mass media in Indonesia. 

The crisis of SMEs financing can be seen from several aspects :

1. Capacity of Work.

SMEs faces the constraint in giving certainty of work continuity.  This work continuity in general can be seen from the decrease of SMEs product quality and quantity in competing in global market. Feasibility of work including its business prospect of course influence the business reliability rate from the financing institution to give more additional financing.

2. Financing Access.

Player of SMEs own only a little bit knowledge of financial institution / banking  and on the other side the financial institution and banking still not yet accept the existence of SMEs with all its limitation.

3. Guarantee of Work.

Guarantee of work is needed  to get the financing facility from financial institution, whether in the form of fixed assets  such as land and building, also non fixed properties in the form of current assets, for most SMEs players are limited. Guarantee of work owned by SME is not interesting economically and its guarantee business is not adequate to reach the level of financing requirement from financial institution.

4. Attitude and Entrepreneurship.

SMEs entrepreneur not only have to own the adequate skill and knowledge about financing, but also have to own good personality (morality). They don’t utilize their capital effectively. They use the capital not for strengthening their financial power to continue the business. They use it just for consumptive matter.
From all aspects mentioned above, the most  weighing constraints felt by SMEs’ player is the access to  financing institutions (Guarantee of Work aspect). This guarantee of work is closely related to the ability to get the fund from that institution. Theoritically, banking in giving capital for SMEs has an assessment standard, known as 5C : Character (entrepreneur personality),  Capacity (client ability in the field of work),  Capital, Collateral (guarantee value of the credit)  and Condition (governmental policies influence in the field of economics which is assessed by bank party ). This assessment standard is a basic rule for every consumer who wants to get bank credit facility, and so is the SMEs.
Technically, the bank party applies several conditions in giving credit that can be classified into two categories : administrative and factual conditions. Administratively, players of  SMEs prepare several letters such as copy of personal identity,  guarantee of work, financial statement, permit letter of work in applying credit to the bank.  Factually, bank party will make a survey about the existence and work feasibility in conjunction to banking standard related to budget plafond required. 

In reality, these conditions depress the SMEs. Besides business situation does not give the appropriate guarantee, the procedures also tend to circumvent. One simple example is that there are a lot of SMEs’ player facing difficulty in fulfilling financial statement and business development proposal.

The illustration above depicts the crisis of capital faced by the SMEs’s player in Indonesia. This reality fits to the result of  the study Investment Business Advisory Service (IBAS) that from 42,000,000 SMEs in Indonesia, there are only 13 % that have accessed to banking while the rest still relies on self financing. From that 13 %, it is dominated by medium enterprises which have better business aspects such as the management, business prospects, human resource quality and the technology used. Besides, capital needed is big enough to get financing from bank. How about the small enterprises?  From the above illustration and past experiences, financing for SMEs cannot be fully delivered to banking, because there is a gap between them. In this case there is character incompatibility between bank and SMEs as their client.

Government Policies in The Development of SMEs

In March 1993, a new  Ministry was established to coordinate the efforts of the SMEs’ promotion. This is the Ministry of Cooperatives and Small Enterprises. It is expected that this new institutional arrangement can optimize the utilization of resources to enhance the development of SMEs.

The new development plan shows a strong commitment toward the development of SMEs. The strategies formulated to develop SMEs are geared toward the alleviation of difficulties faced by SMEs either internally or externally.

Basic policies for SMEs are as follows :

· To create business environment conducive to strengthening the position of SMEs as an integral part of the national economy.

· To increase initiatives and participation of SMEs in all aspects of the Indonesian economy through the development of human resources.

· To enhance the productivity, competitiveness, and self reliance of SMEs by increasing the capability of SMEs in all aspects of their business.

An operational policy has been formulated as follows :

· To promote deregulation and debureaucratization in all business sectors to increase their business efficiency in the framework of a macro policy.

· To provide minimum regulation to develop the SMEs sector through the establishment of SMEs Promotion Act.

· To strengthen the educational system especially for vocational and entrepreneurship training.

· To increase the market access and market share of SMEs.

· To increase SMEs’ access to capital sources and strengthen their capital structure.

· To strengthen SMEs’ organizational and managerial capability.

· To increase SMEs’ access to technology.

· To strengthen business networking for SMEs.

The government has formulated six main programs, so called Action Plans, in promoting SMEs:

· Action plan for creating a business conductive environment : The government takes part in formulating regulations required by SMEs.

· Action plan for market access : The government works to facilitate market access and opportunity.

· Action plan for financial access : The role of the government is divided into two areas. The government can provide a special scheme for SMEs, setting up procedures standard requirement, and it can cooperate with financial institutions to provide financial resources for SMEs.

· Action plan for information access : This program is a part of marketing access plan, a current weak point in SMEs marketing. This action plan is about business networking through information technology.

· Action plan for technology and technology sharing: in this action plan, the government can assist SMEs in the field of increasing awareness to apply proper technology to the enhancement of competitiveness.

· Action plan for human resources development : Improvement of organization and management capacity is mainly focused on improving SMEs human resources development. 

Private and Public Sector Participation

Private Sector Participation

Although the SMEs information of Indonesia is led by the government, government bodies are not equipped to cover vast regions and various types of SMEs scattered throughout the economy without support from other organization interested in SMEs promotion. In Indonesia there are many organizations helping to promote SMEs called Business Development Services providers. The BDS providers basically operate in the most of the big cities and universities. There are at least three sources of funding for non government BDS providers, namely universities, including technology and incubation centers. A BDS provider is the center of a business cluster of small business in a region, providing them with business consulting services, business and regulatory information, and information on financial funds available.

Financial institution which is fit with the SMEs with all its specific conditions is Micro Financial Institution (MFI). Many Micro Financial Institution have grown such as Bank Perkreditan Rakyat, Saving And Loan Co-Operation (SLC), Baitul Maal wa Tamwil (BMT), and various type of  Self-Supporting Group  Society (SGS). That various type of  MFI have proved their ability in assisting to help financing of SMEs financing which spread out in villages.

Micro Monetary Year of  Indonesia (MMYI) 2005, cymbal by President of Republic Of Indonesia Susilo Bambang Yudhoyono on February 26th 2005, representing one of governmental confessions about the importance of Micro Financial Institution role (MFI), as an important element in assisting SMEs. It is also clearly mentioned in the theme of  MMYI 2005 : " With SMEs, we develop the Indonesian economy".

It is normal with MMYI 2005 that the existence of MFI must get attention. There are many points that make MFI better than the other financial institution especially banking, among these are : 

1. MFI is closer to the society.

2. The pattern of service of MFI comes directly to clients to do transactions such as deposit, loaning, installment, society development.

Besides the excellence of MFI, it must be admitted that there are some weakness, for example :

1. Limitation of fund. During the time SMEs only has two special sources those are capital and society fund. The amount of capital and fund gathered from society in the form of savings and deposits is limited. Generally capital of BPC is only about Rp. 100,000,000 to Rp. 200,000,000, while to gather the society fund, MFI has to compete with other MFI and banking.

2. High expense overhead. Because the clients handled by MFI is small clients it will cause high operating expenses that affect credit rate interest.

3. High risk of credit. Generally small clients do not have professional administration, limited business knowledge, and sometimes are easy to move from one business field to another.

4. Weak in human resource quality, either the managements nor the employees.

To have optimal MFI in the future, it is not only  to optimize their own strength, but also to  take some corrective action to lessen various weakness, for example:

1. There must be another source of alternative fund instead of capital and society fund, for example by making cooperation with banks, BUMN, or using KLBI aid  for the programs of small credit entangling MFI.

2. To lessen unhealth competition between MFI themselves or with public banks, the spread of SMEs need to be rearranged to be more flatten.

3. Internal corrective action in MFI such as to increase the quality of human resource,  more professional job pattern, and make a commitment to move forward and expand with SMEs.

Micro Finance role has got international confession. The confession can be seen from the 53th decision of united nations general session in 1998 that determines the year 2005 as International Micro Credit Year, followed by launching International Year of Microcredit 2005, in UNO headquarter, New York, by secretary General PBB Kofi Annan, 18 November 2004. So it is no doubt that the role of MFI has got its confession in SMEs financing, not only national but also international.

Public Sector Participation

Beside the MFI mentioned above, there is  PT. Permodalan Nasional Madani which does construction to micro financial institution for banking or non banking, in Indonesia level also there is Dawnshop service offering financial aid for small and medium entrepreneur with quick and simple administration process.

Realizing the ability of the financial institutes  that are not suitable with the amount SMEs, which is about 42,000,000 units according to Statistical Center Bureau, so, it is suggested to build a special institution to handle any SMEs financial problems. The Institutions have to get full support from government politically and financially.

Basically there are three functions that can be done by special institutions to develop SMEs financing, i.e :

1. Giving guarantee for credit or financing given by bank to SMEs. 

2. Giving technical aid to SMEs.

3. Giving credit or financing directly to SMEs which has not yet been reached by bank.

CONCLUSION

1. In Indonesia, SMEs has a very strategic role in national economic development.

2. There are about 87% of SMEs that still use self-financing in expanding their business. They do not use micro finance institutions or bankings service for various reasons such as :

· Because of low human resource quality SMEs do not make financial administrations needed by MFI and banking.

· Permission letters of founding SMEs are  generally not yet completed (among others are  SITU, TDP, TDI, NPWP).Those are needed as administrative conditions in proffering capital application to bankings / financial institutions.

· SMEs is still weak in guarantee of work accomplishment.

3. Solution proposed :

a. For banking financing,  it is proposed to make a credit model on trust by focusing at qualitative business aspect like productivity and product competitiveness. 

b. Optimizing the role of SMEs by

· Actualizing the strength of SMEs.

· Doing internal corrective action such as : improve man power quality, work pattern, and commitment to go forward and expand with SMEs.

· Local government must form special institute to handle SMEs financing.

· Management and financial administration to update knowledge by entangling local university.
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