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Project Concept paper
SUPPORT FOR THE CREDIT SCORING SYSTEM AND DATABASE FOR SMALL AND MEDIUM-SIZED ENTERPRISES IN INDONESIA
Date: May 15, 2015
I. Introduction
1. Acknowledging the importance of sharing knowledge and experience on knowledge-based socio-economic infrastructure or system for sustainable development of partner countries, the Ministry of Strategy and Finance (“MoSF”) of the Republic of Korea (“RoK”) launched the System Consulting as a part of the Knowledge Sharing Program (“KSP”) in 2013. The System Consulting aims to provide practical support for the implementation of policy alternatives by sharing highly competitive systems of the RoK to partner countries considering their current circumstances.
2. Based on a request proposal submitted by the Ministry of Finance (“MoF”) of Indonesia, the MoSF and the Government of Indonesia (“GoI”) agreed to implement the KSP System Consulting project on a credit scoring system and a database of Indonesia. Under the supervision of the MoSF, the Export-Import bank of Korea (“Korea EXIM bank”), a Government Agency for the KSP, prepared the 2015 KSP System Consulting project to support establishing a credit scoring system and a database of Indonesia. The impact, outcome, outputs, activities, implementation arrangements, and financing plan are based on consultations with the GoI.
II. Key Issues
3. The small and medium-sized enterprises (“SMEs”) account for almost 99% of all the businesses in Indonesia, contributing to about 59% of the nation’s GDP. Approximately 99% of employees in Indonesia are engaged in various sectors of SMEs ranging from agriculture, mining to transportation and service. Even though SMEs play a significant role in Indonesia’s economy, many of them have long been having a difficulty getting financed to operate their businesses. Indeed, only 20% of SMEs in the country take loans from banks. To address this chronic issue, the President of Indonesia pledged to enhance availability of finance for SMEs and the Ministry of Finance of Indonesia started implementing related programs such as Kredit Usaha Rakyat (“KUR” or Credit for Businesses) and loan interest support for SMEs.
4. In spite of the efforts by the Indonesian authorities, however, the policies and institution to encourage SMEs to get easily financed were not as effective as expected. Considering the significance of SMEs in the economy, the Indonesian government has realized that it needs to further step up its effort to help more SMEs benefit from the country’s SME support programs. The GoI will more effectively support its SMEs with enhanced credit guarantee institution especially a credit scoring system which evaluates not only a company’s financial statement but also growth potential, and a database of SMEs in terms of its credit information. This will lead to systematic management of SMEs’ credit information and increasing financial support to SMEs.

5. Against this backdrop, the Indonesian authorities have displayed a strong will to benchmark the case of Korea which holds competitiveness in financial institutions for SMEs. Korea is renowned for both the world-class credit guarantee institutions and related IT technologies. The country has accumulated its own know-how and knowledge on credit guarantee institutions especially credit scoring systems. Korea’s efficient credit guarantee system is a result of concerted efforts from the central and local governments, financial agencies, and most importantly, constantly evolving information technology. 
6. In this regard, the MoSF and the TCG agreed to implement the KSP system consulting project on supporting SMEs through advanced Credit Scoring System. Through the project, Indonesian authorities will be able to learn a lesson from the case of Korea, and ultimately improve availability of finance for SMEs. In particular, Korea will be able to share its knowledge and experiences in establishing the practical financial infrastructure.
III. Project Overview
A. Impact &Outcome
7. The project aims to enhance the credit guarantee institutions for SMEs in Indonesia by developing a credit scoring system and a database for small and mid-sized enterprises and improving the capacity of the GoI in supporting SMEs.
B. Outputs
8.    The expected outputs of the project are: (i) analysis on Indonesia’s current governement credit program and credit guarantee institution to suport SMEs; (ii) a case study on Korea’s credit guarantee institution especially credit scoring systems; (iii) policy consultation for Indonesia’s credit guarantee institution focusing on a credit scoring system; and (iv) a capacity-building workshop and a dissemination seminar.
C. Activities
9.   The following activities are expected from KSP system consulting project: 
(Activity 1) Analyzing the Current Credit Guarantee Institution of Indonesia: To better understand the current circumstances of Indonesia’s economy and thus provide tailored policy consultation, the country’s Credit Guarantee Institutions, system and policies will be analyzed first. In addition, relevant laws, IT/security levels, communication with financial agencies in Indonesia will be taken into account as well.
(Activity2) Case Studies on the Korea’s Best Practice: Based on the analysis of Korea’s financial institutions and policies supporting SMEs, case studies on the credit guarantee institutions, especially credit scoring systems of Korea will be conducted. The case will be analyzed in depth to better apply them to the Indonesian economy. The GoI will be able to learn lessons from the case of Korea and thus successfully design and implement relevant policies and utilize the newly-developed system to support SMEs in Indonesia. 

(Activity 3) Providing Policy Consultation for Development of an Effective Credit Scoring System and a Database for SMEs in Indonesia: Based on the result of activity 1 and 2, technical consultation will be provided in a practical manner, regarding (i) functional analysis of the credit scoring system and the database, (ii) architectural design of the systems and the database, (iii) functional analysis on using Credit Rating System variables for effective government suport to SMEs (iii) identification of system requirements, (iv) policies on the information security, and (v) the specifications on the necessary hardware, software, network, other physical equipment. This activity also includes evaluating whether the credit scoring system and the database of SMEs would work effectively for the Indonesian economy as well. 
(Activity4) Holding a Capacity-Building Workshop: A capacity building workshop for the government officials of Indonesia will be held in Seoul, Korea to help the GoI improve its knowledge on operating a credit scoring system to make government budget more effective and efficient to support SMEs. Qualified experts from public and private entities with notable experience will be invited as instructors for the workshop. The main objective of the workshop is for officials to understand the pre-requisites for successful establishment of SME support systems.
(Activity 5) Holding a Dissemination Seminar: The agenda for the dissemination seminar will be drawn up reflecting the outcomes of the project. The seminar will present the case of Korea in developing and utilizing the credit scoring systems for SMEs. In addition, the project outputs will be shared and a possibility of a follow-up project will be reviewed among national and local stakeholders, experts of concerned sectors, and participating parties of the system consulting.
IV. Project Implementation Arrangements
A. Stakeholders
11.    The Korea EXIM bank will be in charge of the management of the KSP System Consulting project. The GoI will provide necessary coordination and support the active participation of the policy practitioners. The Korea EXIM bank will employ consultants. The selection and engagement of the consultants will be carried out in line with the agreement on the Terms of Reference for consultants between the Korea EXIM bank and the GoI. The following staffs of each party will lead the organization and management of the activities:

· Korea EXIMbank: 
· Ms. Sae-Won Hwang, (Project Team Leader, KSP Team):
hwangsw@koreaexim.go.kr 
· Ms. Sujin Hong,(Project Officer, KSP Team):sjhong@koreaexim.go.kr
· GoI (Ministry of Finance): Mr. Sugiarso, (Deputy Director): 
giarso07@gmail.com 
B. 
Work Division

12.  
The organization of activities and specific responsibilities are as follows:

	Activity (milestone)
	GoI
	Korea EXIMbank (KSP Consultants) 
	Funding Sources

	Activity 1:
Analyzing the Current Credit Guarantee Institution of Indonesia
	- Provide relevant data 

and information 

-Support the implementation of the activity

	- Analyze the current circumstances of Indonesia
	-Fundedby Korea 
EXIMbank
- In-kind 
 contribution 
 provided by GoI


	Activity 2:
Case Studies on the Korea’s Best Practice
	- Support the implementation of the activity

	- Conduct a case study 

on Korea’s Best Practice.

	-Fundedby Korea 
EXIMbank
- In-kind 
 contribution 
 provided by GoI


	Activity 3:
Providing Policy Consultation for Development of an Effective Credit Scoring System and Database in Indonesia
	-Support the implementation of the activity

	- Design a tailored credit scoring system for Indonesia

	-Fundedby Korea 
EXIMbank
- In-kind 
 contribution 
 provided by GoI


	Activity 4:
Holding a Capacity-Building Workshop
	- Support the logistics for workshop participants

	- Design and deliver the Workshop.
- Invite all relevant guests and organize the workshop.

	-Fundedby Korea 
EXIMbank
-In-kind contribution provided by GoI

	Activity 5:

Holding a Dissemination Seminar
	- Support the logistics for workshop participants

	- Design and deliver the seminar.

	-Fundedby Korea 
EXIMbank
- In-kind 
 contribution 
 provided by GoI



C. Expected Schedule
13. This System Consulting project will be implemented from July 2015 to December 2015. The proposed implementation schedule and milestones are as follows:

	Activities (Milestones)
	Expected Date
	Place of Activities*

	Consultation on the project contents with the GoI
	May 2015
	-

	Confirmation of Project concept paper and Terms of Reference and Selection of KSP consultants
	July 2015
	-

	Inception workshop (inception report submission by the KSP consultants)
	July 2015
	Indonesia

	Activity 1
- Analyzing the Current Credit Guarantee Institution of Indonesia
	August 2015
	-

	Activity 2
- Case Studies on the Korea’s Best Practice
	September 2015
	-

	Activity 4
- Holding a Capacity-Building Workshop.
	October 2015
	Korea

	Activity 3
- Providing Policy Consultation for Development of an Effective Credit Scoring System and Database in Indonesia
	November 2015
	-

	Activity 5
- Holding a Dissemination Seminar.
	November 2015
	Indonesia
or

Korea

	Draft final report submission
	November 2015
	-

	Final report and project completion report submission by the KSP consultants
	November 2015
	-


* Most activities will be carried out in Korea except for the Inception Workshop and the Dissemination Seminar. However, to conduct research and field work, KSP consultants can have a business trip to Indonesia under the negotiation with Korea EXIMbank. In addition to that, the location of the activities is subject to change in consultation with the stakeholders.
D. Financing Plan
This System Consulting Program will be funded by the Korea EXIM bank. The project is estimated to cost KRW 210,000,000 (USD 200,000) will be financed on a grant basis by KSP.
	Expenditure
	KRW 210,000,000 (USD 200,000)

	KSP Contribution
	KRW 210,000,000 (USD 200,000)

	
	Personnel
	KRW 73,500,000 (USD 70,000)

	
	Inception Workshop & Fact-finding Mission
	KRW 115,500,000 (USD 110,000)

	
	Capacity Building Workshop
	KRW 21,000,000 (USD 20,000)

	Total
	KRW 210,000,000 (USD 200,000)
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<Attachment 3>: ToR for KSP consultant
<Attachment 1>
Basic Project Information
	Project Title:
	Support for the Credit Scoring System and Database for SMEs in Indonesia

	Project Type:
	System Consulting

	Project Duration:
	July 2015 – November 2015 (5 months)

	Project Budget:
	KRW 210,000,000 (USD 200,000)

	Stakeholders:
	Korea EXIMbank, The Government of Indonesia

	Person in Charge:
	Korea EXIMbank: Sae-Won Hwang (Project Team Leader), Sujin Hong (Project Officer), KSP Team
GoI: MR. Sugiarso (Deputy Director), Ministry of Finance

	Project Activities
	Activity 1:
· Analyzing the Current Credit Guarantee Institution of Indonesia
Activity 2:
· Case Studies on the Korea’s Best Practice 
Activity 3:
· Providing Policy Consultation for Development of an Effective Credit Scoring System and a Database in Indonesia
Activity 4:
· Holding a Capacity Building Workshop  
Activity 5:
· Holding a Final Dissemination Seminar



<Attachment 2>

Project Design and Monitoring Framework
	Design Summary
	Performance Targets/Indicators
	Data Sources/
Reporting Mechanisms
	Assumptions/Risk

	Impact: 
-  Increase support of SMEs in Indonesia with more effective programs.

	- Increased capacity of the GoI in utilizing a credit scoring system 
	- GoI
	Assumption: 

- Strong support from other relevant departments of the GoI


	Outcome:
- Enhanced capacity of the GoI in utilizing a credit scoring system and supporting SMEs in Indonesia.
	- Improvement in the capacity of the GoI to utilize a credit scoring system as a part of the SME supporting framework
-Effective performance of the system for the support of SMEs

	- GoIand KSP consultant
	Assumption:
- KSP and GoI’s commitment in developing Indonesia’s SME supporting framework
- Strong support from other relevant departments of the GoI 


	Outputs
1. Analyzing the Current Credit Guarantee Institution of Indonesia

2. Case Studies on the Korea’s Best Practice
3. Providing Policy Consultation for Development of an Effective Credit Scoring System and a Database in Indonesia

4. Holding a Capacity-Building Workshop

5. Holding a Dissemination Seminar


	-High relevancy of case studies in developing a credit scoring model for Indonesia
- Capacity Building Workshop

-Positive feedback from workshop participants

- Completion of the Final Report by the end of 2015


	KSP consultant:

-Inception report

-Interim report

-Final report

-Projectcompletion report
-Performance evaluation of the expert

	Assumption:
- Active participation of GoI officials in workshops and other related events
-Successful development of a credit scoring model



	Activities with Milestones: 

1. Confirmation of PCP& ToR (May 2015)
2. Selection of KSP consultants (July 2015)

3. Inception Workshop and Inception Report (July 2015)

4. Analyzing the Current Credit Guarantee Institution of Indonesia(Activity 1) (Aug. 2015)
5. Case Studies on the Korea’s Best Practice.(Activity 2) (Sep. 2015)
6.Interim review meeting (interim report) (Oct. 2015)
7. Capacity Building Workshop(Activity 4) (Oct. 2015)
8. Providing Policy Consultation for Development of an Effective Credit Scoring System and a Database in Indonesia(Activity 3) (Nov. 2015)
9. Final Dissemination Seminar. (Activity 4) (Nov. 2015)
10. Draft final report submission (Nov. 2015)
11. Final report and project completion report submission. (Nov. 2015)
12.Project Completion Report (Nov.2015)
	Inputs:
KRW 210,000,000 (USD 200,000)

	
	Note: the GoI will provide counterpart support in the forms of staff, provision of office space and other in-kind contribution.


<Attachment 3>

Terms of Reference for KSP Consultants

SUPPORT FOR THE CREDIT SCORING SYSTEM AND DATABASE FOR SMALL AND MEDIUM-SIZED ENTERPRISES IN INDONESIA
I. Introduction
1. The consultants’ support is required to conduct activities in accordance with key milestones and produce required outputs and outcomes described in the Project Concept Paper for the project“Support for the Credit Scoring System for Small and Medium-Sized Enterprises in Indonesia”, thereby covering all scope of work and having major events such as meetings and workshops. 

2. To ensure effective assistance to the Korea EXIMbank, the GoI, andthe consultants will be required to (i) work and liaise directly with the Korea EXIMbank, (ii) ensure good coordination with the GoI, and (iii) keep the Korea EXIMbank informed of all developments in a timely manner. The assignments are subject to change in agreement with the Korea EXIMbank and the GoI.
II. Detailed Tasks

Following activities will be conducted by KSP consultant:
3. 
(Activity 1) Analyzing the Current Credit Guarantee Institution of Indonesia: To better understand the current circumstances of Indonesia’s economy and thus provide tailored policy consultation, the country’s Credit Guarantee Institutions, system and policies will be analyzed first. In addition, relevant laws, IT/security levels, communication with financial agencies in Indonesia will be taken into account as well.
4. 
(Activity2) Case Studies on the Korea’s Best Practice: Based on the analysis of Korea’s financial institutions and policies supporting SMEs, case studies on the credit guarantee institutions, especially credit scoring systems of Korea will be conducted. The case will be analyzed in depth to better apply them to the Indonesian economy. The GoI will be able to learn lessons from the case of Korea and thus successfully design and implement relevant policies and utilize the newly-developed system to support SMEs in Indonesia. 
5. 
 (Activity 3) Providing Policy Consultation for Development of an Effective Credit Scoring System and a Database for SMEs in Indonesia: Based on the result of activity 1 and 2, technical consultation will be provided in a practical manner, regarding (i) functional analysis of the credit scoring system and the database, (ii) architectural design of the systems and the database, (iii) identification of system requirements, (iv) policies on the information security, and (v) the specifications on the necessary hardware, software, network, other physical equipment. This activity also includes evaluating whether the credit scoring system and the database of SMEs would work effectively for the Indonesian economy as well. 
6. 
(Activity4) Holding a Capacity-Building Workshop: A capacity building workshop for the government officials of Indonesia will be held in Seoul, Korea to help the GoI improve its knowledge on operating a credit scoring system and supporting SMEs. Qualified experts from public and private entities with notable experience will be invited as instructors for the workshop. The main objective of the workshop is for officials to understand the pre-requisites for successful establishment of SME support systems.
7. 
(Activity 5) Holding a Dissemination Seminar: The agenda for the dissemination seminar will be drawn up reflecting the outcomes of the project. The seminar will present the case of Korea in developing and utilizing the credit scoring systems for SMEs. In addition, the project outputs will be shared and a possibility of a follow-up project will be reviewed among national and local stakeholders, experts of concerned sectors, and participating parties of the system consulting.
III. Outputs/Deliverables and timeline
8.
The following outputs/deliverables are expected in accordance with this schedule:

· Inception Report (July 2015)

· Interim Report (September 2015)

· Capacity Building Workshop (October 2015)
· Final Dissemination Seminar (November 2015)
· Final Report (November 2015)
· Executive summary

· Project overview

· Analysis on Indonesia’s current credit guarantee institutions
· Case study on Korea’s Best Practice
· Policy Consultation for Indonesia
· A summary of capacity building activities and outcomes
· Project Completion Report (November 2015)

*Please note that the estimated schedule indicated above may be subject to change.

	Activities (Milestones)
	Expected Date
	Place of Activities*

	Mobilization of KSP consultant
	July 2015
	-

	Inception workshop (inception report submission by the KSP consultants)
	July 2015
	Indonesia

	Activity 1
- Analyzing the Current Credit Guarantee Institution of Indonesia
	August 2015
	-

	Activity 2
- Case Studies on the Korea’s Best Practice
	September 2015
	-

	Activity 4
- Holding a Capacity-Building Workshop.
	October 2015
	Korea

	Activity 3
- Providing Policy Consultation for Development of an Effective Credit Scoring System and Database in Indonesia
	November 2015
	-

	Activity 5
- Holding a Dissemination Seminar.
	November 2015
	Indonesia
or

Korea

	Draft final report submission
	November 2015
	-

	Final report and project completion report submission by the KSP consultants
	November 2015
	-


* Most activities will be carried out in Korea except for the Inception Workshop and the Dissemination Seminar. However, to conduct research and field work, KSP consultants can have a business trip to Indonesia under the negotiation with Korea EXIMbank. In addition to that, the location of the activities is subject to change in consultation with the stakeholders.
IV. Costs& Estimated Financial Plan
9.
The KSP budget for this assignment is KRW 210,000,000 (USD 200,000). It will cover expenses for all the activities mentioned above, including travel and accommodation expenses for consultants and administration.
V. Consultancy Requirements

A.    Characteristics

· The Consultant will be a Korean firm
· Contract Duration : July 2015 – November 2015
· Place(s) of work: Based in Korea, with several missions to Indonesia
B.     Qualifications

· Extensive experience of consulting services in the issue of planning, designing, and developing credit scoring system
· Experience of being involved in credit scoring system projects in developing countries, particularly Indonesia
· Considering the time constraint and corresponding work schedule, a consulting firm should present its plan and methodology of effective research
· Demonstrated ability to work harmoniously with the government and international officials
· Excellent communication skills in English is essential
· Background knowledge in government policies for supporting SMEs or an ability to impart knowledge and information about it
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