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Small- and Medium-Scale Enterprises and their
Marketing Systems in Rural Java

Susumu HONDAI*

Abstract

Although the Indonesian economy has been growing rapidly, there is still
surplus labor in Java rural areas. To expand employment there, the rural non-
agricultural activities are important because a man-land ratio i1s very high.
One of the obstacles for development of the manufacturing sector in rural
Java was that it could find various marketing channels for its products. In
1978, there was only one marketing channel in which the traders played an im-
portant role to find prospective markets. The manufacturers could not find
any other channels to market their products at that time.

Subcontracting between large- and small-enterprises came out as a pros-
pective marketing channel for the rural small-scale enterprises during the last
twenty years, but it did not grow up spontaneously. It was initiated by a
group of private large-scale enterprises which acted as an intermediary be-
tween large-and small-scale enterprises. Although 1t has huge potential to pro-
mote rural manufacturing activities, it 1s still primitive stage. To become a
full-fledged system, it may need some support from the central and local gov-

ernments.

* Professor, Graduate School of International Cooperation Studies, Kobe University.



