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World Bank Group

World Bank Group SMEs Project Fundlng
2002 Total US$ 1.5 billion

-

Training & Strengthening - The billion or so that are fortunate
consulting - suppo il

services to Frms

Financial
assistance to Firms

53 %




Scale Employee Total Assets Annual Sales

Micro Enterprise up to 10 up to $100,000 upto$ 100,000

Small Entrerprise up to 50 up to $ 3 million |upto$ 3 million

Medium Enterprise |upto 300 |upto $ 15 million |upto $ 15 million

Swiss Contact Foundation

Kind of Business Criteria
Small and Medium - Workers 5 - 250 people
business - Asset (excl. land & building) <IDR 1 billion
- Annual sales: 0—-IDR 15 billion
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Institution / Size of Criteria
Law Business
Law no0.9/1995 Small business Asset < IDR 200 million excluding land and
about Small building (+/- US$ 22,000)
Business

Annual sales up to IDR 1 billion (+/- US$ 112,000)
Owned by Indonesian citizen

Independent, not affiliated with middle or
corporate business.

With or without having legal entity

Central Bureau
of Statistics
(BPS)

Micro business

Workers : 5 persons, including family workers

Small business

Workers < 19 people

Middle business

Workers 10— 99 people




Institution/ Act

Size of
Business

Criteria

(Law 10/1999)
Medium business

Medium business

Asset IDR 200 million —IDR 10 billion
(equivalent US$ 22,000 — US$ 1,100,000)

Bank Indonesia
(Central Bank)

Micro business

(SK Dir BI No.
31/24/KEP/DIR tgl 5
Mei 1998

- Very small scale business run by family
members.

- Local resources and simple technology

- Easy to exit and entry.

Small business
(Law no.5/ 1995)

Asset < IDR 200 million (US$ 22,000) excl. land
& building.
Annual sales < IDR 1 billion (US$ 112,000)

Medium business
(SK Dir BI No. 30/45

Dir/UK tgl 5 Januari
1997)

Asset < IDR 5 billion (US$ 561,000) for
industrial sector.

Asset < IDR 600 million (US$ 67,000) exc. Land &
building and excluding non-industrial sector
manufacturing.

Annual sales < IDR 3 billion (US$ 336,000)

-



SMIES Flgures In Indonesia

SMEs population is very
dominant (99,99%)

A

Labor intensive SMEs contribution to

(99,45% )

GDP relatively small
(54,74%) if compared to

1 The SMEs population

Some aspects
That should be
noticed by
The Bank



Corp. Enterprises

0,01%

99,84%




Growth of GDP : Small business, Medium and Large
Businesses
year 1998-2001 ( current price )
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60,00% -
, L AC AL S W &
50,00%

J ()
<
40,00%
) 2
30,00%

- Medium Businesses

= @& =|arge Businesses

20,00%

10,00%

0,00%

1998 1999

— .
SME’s CONTRIBUTION to GROSS DOMESTIC
PRODUCT
Y ear Small business

Rp. billion %

1997 253,93 40,45

1998 399,77 41,83

1999 478,20 43,08

2000 516,36 Senoe

2001 578,36 39,40

e N
~
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2000 2001

Despite small business population
still dominant, during 1997 - 2001
Its growth seems low, so that
contribution to GDP decreasing
gradually.




TODRYS REALITY

< ECONOMIC GROWTHONLY 3% yoy.

* POVERTY + UNEMPLOYMENT

INCREASED
N f

THE PROBLEM IS : HOW to
INCREASE SME'’s ROLE |






1. Market Access

‘\//
NG

narrowed market share,
lack of business partnership
opportunity

E
I

2. Information

=traditional equipment,
Technology

=lack of transportation &
communication Jinfrastructure

Low production
efficiency




3. Funding Access

—corporate banking paradigm, that SMEs should has

b‘b /
\/} balanced sheet, license, credit proposal etc.

4. Management

unable to identify clear target market
product and service are not market driven
simple work mechanism

simple accounting system

lack of cost and benefit analysis

Low productivity & effectifity




5. Human Resources

= lack of high education,
= lack of skill, traditional oriented
= lack of accessibility to information and

technology development

3




Supply Driven Era -@- Demand Driven Era

1. Liquidity from Government

2. Interest ceiling determined by
Government & Bank
specialization policy

v

3. Loan grew rapidly but poor
of quality due to the Non
Commercial Approach

4. Banks business tend to

itical over nt

eregulatio

. NO more Interest celling

U

Market mechanism

Coacpton

2. Subsidized loan

3. Free market competition

e



Demand Driven Era

in Trading, Banking & Financial industry, BRI change the Supply Driven
to The Demand Driven paradigm by doing :

1. Community Base Development

2. Technology & Communication Building

3. Institutional Building =) zegula@rypgnlc_y
° upervisory rFolicy

4. Human Capacity Building

« Local Recruitment
e Cultural Approach
o Traini Program

o



Demand Driven & IT Driven Era




Transitions in Indonesia’s Banking Industry

1983 - 1991 1983 — 1988 : Deregulation
1991 : Overheated

1997-1998 “Fall Season”
(Economic/Monetary Crisis)

It Is in this sprlng season banks should explore all their capablllty




THREE PILLARS FOR FUTURE BANKING

INTERNATIONAL BASEL CAPITAL
COMPETITION ACCORD

eRecapitalization

N Retained Bank
Shareholder «Privatization CAPITAL BASED Earnings Operation
(Go Public)

Subordinated debt

CREDIT RISK CORE BANKING MNGT.
BANKING DELIVERY SUPPORT
SYSTEM SYSTEM SYSTEM

OFFICE
AUTOMATION

MARKET RISK

OPERATIONAL RISK TECHNOLOGY INFRASTRUCTURE
GCG (TARIF) HUMAN RESOURCE DEVELOPMENT CORPORATE CULTURE




Grass Root (Rural)
Economic

INDONESIA ECONOMIC

DEVELOPMENT in THE FUTURE
Autonomy '

Regional




BANK BRI

BRI’'s ROLE and
... POLICIES in
¥ FINANCING SMEs




To be a leading commercial bank placing utmost priority on customer
satisfaction

MISSION

To perform the best banking activities by delivering services mainly to
micro, small, and medium enterprises in order to support the economic
development.

To provide excellent services to its customers through widely distributed
network supported by professional human resources, and to conduct good
corporate governance practices

To provide optimal profits and benefits to its stakeholders.

|



2003 & beyond

July 2000 - 2002
Restructuring efforts by

management resulted in
becoming the best state owned
bank in Indonesia

RENEWAL

1992

New status as PT (Corporate),
opportunity to develop overall
banking business widely

CONSERVATION

1997
Economic and monetary

Current Challenge: R -~... crisis, significant decline in
new landscape of K %, banking business, most
business, what strategy ’,’ %, Indonesian banks has to
should be implemented K v, be restructured and re
.: s Y capitalized
L4 *
.O 0’
CHOICE . - o CRISIS
Become a -
commercial bank o
1968 focus on micro, &
Formally become Bank retail and small . 1998 — June 2000
Rakyat Indonesia, a state A medium business ¥ Banking crisis, shareholder (govt)
. . 2 e
owned bank, functioning ) _ I made a political change by re
as agent of development. fune capitalizing & restructuring effort in:
State owned Bank EXPLOITATION CREATIVE DESTRUCTION management, organization, IT, audit
system and risk management etc.
1969 — 1983

Pioneering micro business
trough BIMAS & INMAS using
non-commercial approach.
Experiencing a big loss. In 1984
switching into commercial
approach and success with BRI
Unit

BRI's Loops & History




fESpeNSINLY; U

SINERGY

* Non-Bank

Financial Large scale
company

Institutio

e Chamber of
Commerce

*SMEs association

Government Other institutions « NGO
(Regional/National) « Financial support
institution

e Guarantee
institution



DEVE PING SVIIE USINESS CIUSIET AP PIrozcC!:

50 units Total i i
SMEs cluster revenue _Irnefgrr]rx;t(;on Infrastructure Cti)ruesa;tneegsgood
IDR 500 million 9y available
awareness atmosphere
per month
-Build
Central Government, Regional Government, and i St
Business Development Services (BDS)

Implementation of
SMEs Loan
Criteria

SMEs Loan
Potential

SMEs Loan
Data Base




FINANCIAL RESOURCES FOR SMEs &

COOPERATION

\ 4 A 4 \ 4 A 4

Rur
Bank B“ al'( | Vel PT. PNM | |State owned Others
cll Capital corporation
PT. Permodalan l
« State-owned Bank Nasional Madani
* Private Bank PUKK — Pembinaan
» Regional Bank (BPD) Usaha Kecil dan
» Bank Sharia ' NOfPEEE]
_ Leasing )
*BPR (2.144 un!ts) “Pawn shop
* BKD (4.518 units) *TPSP (saving & loan)
Baitul Maal wan Tamil
If we only place the responsibility to develop %Omt with third party
SMEs to the bank, all of potential SMEs would not o equily

e

B



il GENIERS JAELRIA

@\Q SMES , DATA &

I_> INFORMATION
e SUPPLIER:
SME center =P

Raw Material
e Training

 Information i BUYER:
Product
- Financial statement | ® S€rver T —

- Cashflow | bW INFORMATION
e Credit porposal
- Business focus PRICE
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Ay =

BRI

BRI

BRI

- ACADEMIC

e BUSINESS Students

I I T . - - l www.ukmjogja.web.id

JOINT PROGRAM :

« RESEARCH

e GUIDANCE &
COUNSELING

- DATABASE
CUSTOMER

(



=M Es Deaeveloprnent Pnilosopny

Income Commercial Subsidized poverty
Level financial services allevation programs

Standard
commercial
bank loans
and full range
of savings
services

Lower Middle Income
Interest

bearing
savings
accounts
Commercial J| for small
micro loans savers

Economically Active Poor
- Micro-entrepreuner
poor

Poverty programs for
such purposes as food
and water, medicine,
and nutricion,
employment generation,
skill training and
relocation

Poverty Line

Unbankable; use informal microfinance

Extremely poor such as money lenders and shopkeepers.
- Self employed poor
- Labouring poor

2002 (i nter net)



SIVIESTFInanCingr SCREmMer provicded ny.

Bank BRI

(

« P4 K Loan (The rural income generating project for
Farmers and Landless)

1. Program
(subsidizec

« KKP Loan (Loan that aimed to create food
availability)

« Loan by PUKK liquidity

Micro Scale : KUPEDES (up to IDR 50 million)
For economically active poor & micro enterprises

2. Commercial Small Scale (up to IDR 5 billion)

e Small Loan : KKI and KKM loan
e Retail Loan : Kl and KMK loan
o Export/Import Loan : KMKE and KMKI loan

Medium Scale : Loan > IDR 50 millionto 50
billion




IDR bhillions

Credit Outstanding Credit Portfolio

March 2003

20000+

15000+

10000+

5000+

1
s PR

2000 2001 2002 Mar-03

E Micro O Small @ Medium B Corporate



Total : 4.644 outlets

(excl ATM)

3.918 BRI Units

_ _ m 240 Village Service Posts
13 Regional Offices

11 Regional Audit Offices
ATMs :

582 ATM BRI
[
= 2.385 ATM Bersama

3.627 ATM Link

ATM Cirrus around The
World

Phone Banking Facility

f--‘-
8 Sharia Branches



Total BRI :
30.859 employees
excl contractual —based

Banda Aceh Regional
Office : 784 employees

Medan Reg Office :
1.392 employees

Padang Reg Office :
1.503 employees

Palembang Reg Office :
1.872 employees

Banjarmasin Reg Office :

1.204 employees

SIS NETYWOR S

Overseas :
* BRI New York Agency
* BRI Caymand Island Branch

* BRI Representative Office Hong Kong 1.043 employees

SEREMND

Manado Reg Office :

Ljung Pandang
uaa

7

HUSA TEHGGH@ *

i BCES o 40T
JmA T UBALL Sy

Others : 1.989 employees (Head Office, Yogyakarta Reg Office :

KCK, Overseas branches)

Jakarta Reg Office :
2.937 employees

Bandung Reg Office :
3.763 employees

Makassar Reg Office :
2.190 employees

Denpasar Reg Office :
1.765 employees

Surabaya Reg Office :
4.616 employees

6.337 employees **)

**) Incl Smg Regional branches employees

Semarang Reg Office :
124 employees *)

al Office only, excl the branches employees

T



The BRI Unit System

e self-su
cultivication.

- The transformation of BRI Units took place within the context of overall
financial sector deregulation.

- In June 1983, the government suspended ceilings on credits, removed
controls on interest rates for both deposits and savings and prioritizes
savings mobilization. These changes provided an opportunity for BRI to
explore new services and products.

- The deployment of the technology and system was meant to enable BRI
Units to improve their services, increase efficiency and anticipate

business competition

_ o _ Community Based Development
- The business practice in BRI Units are : _ _
Quasy Unit Banking System

PR, . AT .



The BRI Unit System




DOMESTIC AWARIDDS

and Marketlng Centre Serwce from Marketmg
Research Specialist, London.

3. 1998, Sugianto Pioneer Awards from Microfinance
Network

4.1998, Satya Lencana award from Indonesia
Government as pioneer in developing Cooperation
and small businesses.




TERATI0 AL RECOGHIAION

“The BRI Unit System, which is fully self-
financing and computerized, has become
one of the world’s greatest success
stories in microfinance”
(Harvard Institute for International
Development/HIID)

“BRI’s micro banking system ...
iIs the most advanced example of
The microfinance revolution”

(Marqurite S. Robinson, the
Author of the Microfinance
Revolution)

“BRI1 bet on the poor and won”

(Nancy Barry, The President of
Woman World Banking, 1999)

“The program succeeded because the bank loaned at the market
/ rates, used income to finance their operations ....... included
simple loan process, close supervision, appropriate staff training

and performance incentives”

(World Bank News, April 4, 1996, p. 6)

The performance of Bank Rakyat Indonesia’s micro financing system, which provides
and extraordinary example of commercially viable approach that succeeded during an
exceptionally severe economic crisis” (Joint Ministerial Statement, APEC Small and
Medium Enterprise Ministerial Meeting Acapulco, Mexico August 24-25, 2002)
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