The Development of Small and Medium Enterprises in Indonesia:
An Overview

In 1997, Indonesia was hit by a monetary crisis. At the beginning of the crisis, many business enterprises had to close their business because of the limited market capacity. Nevertheless, at that time, we all witnessed that small and medium enterprises (SMEs) showed their strength and survived through the crisis. This fact proves that SMEs are a great economic potential and can play an important role of in the economic development in Indonesia.

In the world of business, many companies spend a lot of time and money to finance the research and development for their products to improve the quality. Furthermore, to build a brand reputation for their products, these big companies, such as Coca Cola, spend billions of dollars for continuous and holistic advertising campaigns and other promotions. If other people are free to copy and sell these works, then the company will suffer some lost. If there are no laws that regulate intellectual properties, it is possible that creators and inventors will decide to stop create and invent something. Hence, laws of intellectual property are very relevant to business, because of the need to protect the business secret or information that are useful and important for them and the need to maintain the market quality, customers, and service of the products.

The government of Indonesia has taken a number of efforts to encourage the development as well as advancement of industries that are capable to compete in the national and international trade, including the development of intellectual property rights (IPR) system. As one of the signatory to the Agreement Establishing the World Trade Organization (and automatically to the Agreement on Trade Related Aspects of Intellectual Property Rights/ TRIPs Agreement), Indonesia has to develop its IPR system based on the standards required by TRIPS. 
The definition of SMEs in Indonesia is determined by the number of employees, the amount of capital, and the amount of assets. With the fast growth of business recently, SMEs as one of enterprise units which tend to be vulnerable to imitation, need to utilize the IPR system. Hence, SMEs also need to understand IPR system since the IPR system can protect their works from the imitation by other people. Further, IPR system can also protect the SMEs’ work from those trying to take its economic value so that the holder/the creator(s) can maximize its benefit.

The government of Indonesia through its policies continuously gives attention to the development of SMEs so that they will be able to face free trade and technology development in the globalization era which require the capability to compete and create good quality products. The role of IP system is an asset as well as competitive tool. Therefore, the awareness and utilization of IP system is very important for developing SMEs.

Various stakeholders are involved in this effort. These stakeholders include various government institutions such as state ministry of cooperative and small and medium enterprises, ministry of industry, state ministry of research and technology, ministry of law and human rights (in this regard, Directorate General of IPR), local governments, IP centers, universities, research and development agencies, and private sectors such as non governmental organizations, and IP consultants.
R & D institutions and universities are strategic partners in implementing the national IPR system. Therefore, the establishment of IP centers and technology licensing offices in these institutions has been encouraged and promototed 
For the past few years, SMEs have become one of main targets of public awareness campaigns on IPR conducted by the DGIPR. This is due to the fact that more than 99.98% corporations in all economic activities in Indonesia come from SMEs that contribute to investment and economic development. 
In addition to conducting many public awareness campaigns for SMEs, such as seminars, workshops, and trainings in almost all provinces in Indonesia, the DGIPR has also been dispatching its officials to speak or make presentations in seminars, workshops, and trainings organized by various institutions for SMEs. In addition, the DGIPR also publishes various publications on IP including those specifically designed for SMEs and  campaign through inter-active talk-shows on IPR in various TV and radio;
Most important aims regarding the IP for SMEs are to gain access to intellectual property-related information/data, being able to make as many IP applications as possible, to educate those concerned with IP, to encourage innovations through the granting of patent rights, and to protect domestic brands and promoting industry.

In the year of 2003 in the efforts to encourage the utilization of the IPR system by the local applicants including, Minister of Law and Human Rights issued a Decree No. M.11.PR.07.06 which allows applicants to lodge IP applications at the Provincial Offices of Ministry of Law and Human Rights. This means that applicants do not have to come to the DGIPR office in Tangerang, Province of Banten to file their IP applications.
Another important measure taken by the government was through the stipulation of Government Regulation Number 75 Year 2005 regarding Types and Tariff of Non-Taxed Government Revenue in the Ministry of Law and human Rights. This regulation provides for special fees for applications by SMEs. Other institution government that provide subsidies system for SMEs are Ministry of Cooperatives and SME, Ministry of Industry and a number of Local Government, such as: Province of Yogyakarta Special Region, Province of west Java, Province of Central Java, Province of East Java and Province of West Nusa Tenggara
Lastly, in the effort to bridge inventors/innovators with SMEs, the Government of Indonesia will set up an Innovation Center for Micro, Small and Medium-sized Enterprise (IP-MUKM) which will be launched in the year 2008.  The government institutions in-charge in this project are, among others, Ministry of Cooperatives and SMEs, Ministry of Industry, Indonesian Institute of Science (LIPI), National Agency for Study and Application of Technology (BPPT), State Ministry of Research and Technology, and DGIPR. The establishment of PI- UMKM is a positive effort to build up SMEs based on innovation and technology. One of the objectives of PI-UMKM is to provide information on expired patents that can potentially be used and developed by SMEs. The prioritized provinces for this initiative include Central Java, South Sumatera and East Java.
Below are the related government institutions (and multiple cross-sectional divisions) that deal with support for SMEs.

a. Directorate General of Intellectual Property Rights, Ministry of Law and Human Rights

Functions

1. Preparing technical policies department in the field of IPR; 

2. Implementing policies in the field of IPR in line with legislation and regulation; 

3. Formulating standard, norm, guidance, criteria and legislation in the field of IPR; 

4. Founding technical guidance and evaluation; and

5. Implementing administration in DGIPR

Vision

To foster an effective and internationally competitive IPR system that support the national development and helps improve the prosperity of the country.

Mission

1. To administer the intellectual property rights system by granting protection, reward and recognition to creativities;

2. To promote technology and knowledge based investment and economic growth; and

3. To encourage an innovative and inventive culture.
b. Ministry of Cooperatives and SME
Duty

Duty and function of Ministry of cooperatives and Small and Medium Enterprises stated on Government Regulation No. 09/2005 about position, duty, function, organizational structure and Authorization of The Ministry of the Republic of Indonesia, article 94 and and 95: to assist the President in formulating any policies and coordinating on the field od Cooperative and Small and Medium Enterprises.

Function

1. Formulating government policies on the field of coaching on Cooperatives and Small and Medium Enterprises;

2. Coordinating and improving the unity on arranging any plan and program, monitoring, analyzing, and evaluating on the field of Cooperative and Small and Medium enterprises;

3. Improving people participation on the field of Cooperative and Small Medium enterprises;

4. coordinating any operational activity of institution of efficiency the people economy resources;

5. Presenting the result of evaluation, suggestion, and judgment on the subject of his duty and Function to the President.

Authorization

1. Deciding any policy on the field of Cooperative and Small and medium Enterprises in order to support the macro development;

2. Deciding a guide to determine minimal service standard must be carried out by regency/city on the field of cooperative and Small and Medium Enterprises;

3. Arranging the macro national plan on the field of Cooperative and Small and Medium Enterprises;    

4. coaching and observing upon the Implementation of Regional autonomy consist of giving any guideline, guidance, training, direction and supervision on the field of cooperative and Small and Medium Enterprises;

5. Managing implementation of International contract or agreement that legalized on behalf of state on the field of Cooperative and Small and Medium Enterprises;

6. Deciding standard of providing a permit by regional Government on the field of Cooperatives and Small and Medium Enterprises;

7. Deciding policy of national information system on the field of Cooperative and Small and Medium Enterprises;

8. Deciding Qualification requirements of service enterprises on the field of Cooperative and Small and Medium enterprises;

9. Deciding accountancy guideline on Cooperative and SMEs;

10. Deciding guideline of method on capital investment of Cooperative  on the field of SMEs;

11. Support and facilitate in the development of distribution system of Cooperatives and SMEs;

12. Support and Facilitate in the relationship between SMEs and any other institution.

c. Ministry of Industry

Duty

To assist the President in organizing government task on the field of industry

Function

a. Formulating national policies, operation policies and technical policies on the field of industry

b. Arranging government task on the field of industry

c. Managing state property which under his authority 

d. Monitoring of the task achievement

e. Report the evaluation, suggestion and advisement on the field of duty and function to President

d. State Ministry of Research and Technology

The State Ministry of Research and Technology established in 1962 has the responsibility to assist the President of the Republic of Indonesia in formulating national policies and implementing coordination in the field of research, science and technology

Vision

To establish Science and Technology as the main force for sustainable prosperity and the nation’s civilizations

Mission

· To place Science and Technology as the basis for the policy of national development in achieving sustainable prosperity;

· To build ethical foundation for the development and implementation of  science and technology;

· To create solid national system of innovation for increasing the global competitive ability;

· To increase Science and technology diffusion through the consolidation of the network of its actors and institutions, including the development of its mechanism and institutionalization of its intermediary;

· To build quality and competitive human resources, infrastructures, and institutions for Science and Technology;

· To create smart, creative, and competitive Indonesians in a knowledge Based Society.

e. Local Government

The Republic of Indonesia is divided into provinces. Province consist of regencies and cities. Province, regencies, and cities, have their own local governments and parliamentary bodies.

Since the enactment of Law Number 22 year 1999 regarding Local government (the law was revised by Law Number 32 Year 2004), the local governments enjoy greater role to administrate their own area, however foreign politics, defense (including armed forces and national police), system of law, and monetary policy, are still being national government domain. Since 2005, heads of local government a9governors, regents, and mayors) has been directly elected by the popular election. Province is headed by a governor. Each province has its own legislative body, called Dewan Perwakilan Daerah (literally means “Regional People’s Representatives Assembly”). Governor and member of representatives are elected by popular vote for 5 years term. Currently Indonesia is divided into 33 provinces.

The provinces that have subsidies program for SMEs related to IP Application are Province of Yogyakarta Special region, Province of West Java, Province of Central Java, Province of east Java and Province of west Nusa Tenggara.  

f. IP Centers in Universities and R&D Institutions
Based on data from Directorate General of Higher Education, Ministry of National Education, there are 51 IP Center in university 
(Source: http://www.dikti.go.id ) 
