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ABSTRACT 

Social ties have an important role in Indonesia. It permeates into many sectors 

including SMEs (Small-Medium Enterprises) and banks. Such SMEs in the 

country are known to have problems in accessing finance from the formal 

banking system. In many cases, an obstacle for SMEs to access bank finance 

is that they do not meet the formal requirements set out by banks such as 

collateral or audited accounts. The selection process of banks for many SMEs 

may constitute a defensive strategy to minimise risk associated with SME 

borrowers. Such bank requirements and selection processes deter qualified 

SMEs from applying for bank credit due to high transaction costs and fear of 

rejection – discouraged borrower. Therefore, the objective of this study is to 

find out the impact of social ties on SMEs willingness to approach the formal 

banking sector in facing the banking assessment. However, whether the 

social ties impact on SMEs willingness have not been explored. This study 

emphasises on building a robust conceptual framework for SMEs and banks 

in augmenting credit access. Research methodology of this study applies 

wide scientific literature study which allows perceiving suitable indicators 

of social ties for SMEs willingness in Indonesia. This study finds that the 

social ties, by patron-client, - vertical and horizontal - are considered as a 

feasible influencing indicator of SMEs willingness in accessing the formal 

banking credits. 
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INTRODUCTION 

Small to Medium Enterprises (SMEs) in Indonesia are known to have 

problems in accessing formal banking credit. There are several major 

problems. First, information asymmetries exist between SMEs and banks 

(Claessens & Tzioumis, 2006). SMEs have more factual information about 

their business activities than banks do. This includes negative information 

about their businesses. As a result, banks potentially deal with adverse 

selection problems. 
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Second, SMEs have a lack of business knowledge and experience, especially 

in marketing and intellectual property issues. SMEs are often incapable of 

implementing marketing strategies that secure their business (Sahana, 2014). 

In addition, many SMEs are owned and operated by less-educated 

individuals (Pekuwali, 2012). Thus, banks are often not comfortable funding 

SMEs. 

Third, SMEs are very attached to informality (McLeod, 1991). Informality 

here means “unofficial,” as many SMEs are not registered and taxed. In 

addition, on a practical level, most SMEs do not use computer systems, 

especially to generate financial statements. The SME trading system is 

unofficial and recorded manually, and their transactions are not well-

documented, because they rely on cash (Rakhmad, 2012). As a result, banks 

find it very difficult to assess SME performance. These problems cause banks 

to believe that SMEs are not worthy of credit from the formal banking 

system. This system applies a rigid and formal process, but many SMEs 

operate on an informal basis. The mismatch ensures conflicting perspectives 

between banks and SMEs. Banks tend to rule out SME funding due to SME 

informality, and SMEs tend to avoid the formal banking system due to fear 

of rejection. However, the fact is that banks and SMEs have the potential to 

gain reciprocal benefits from lending (Sari, 2014). 

This gap is often blamed on banks, as their overreaction discourages many 

SMEs. Thus, SMEs tend to approach informal, not formal, sources. Informal 

sources require less effort for SMEs to obtain credit, and they are more 

applicable than formal ones. Informal sources also finance sources other than 

banks, such as family, friends, business owners, neighbours, moneylenders, 

and  rotating savings and community credit associations (ROSCAs), known 

as arisans in Indonesian (Robinson, 2002).  

As banks are formal sources, they count on collateral in SME lending 

(Mukherjee, 2002), making it difficult for SMEs to afford their loans. 

Although informal sources are more suitable for SMEs, not all SMEs are 

motivated to access them. Several SMEs are not discouraged from 

approaching the formal banking system, due to the influence of social ties. 

Social ties can enhance credit access, reduce financing search cost (Okten & 

Osili, 2004), and provide an alternative collateral (Anggraini, 2008).  

Accordingly, SMEs that have social ties are more confident in approaching 

formal banks for loans. However, several important questions regarding this 

access are unclear. Do social ties influence SME willingness to approach the 
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formal banking sector? Therefore, this study investigates based on literature 

how social ties actually support SMEs in obtaining credit access. 

LITERATURE REVIEW 

Information Asymmetry 

Information asymmetry is a classic problem for SME access to bank credit. 

Information asymmetry is commonly defined as unbalanced information. 

SMEs (borrowers) have more reliable information than banks (lenders). In 

other words, banks lack worthy information about their prospective 

borrowers and thus have a limited supply of finance because they have an 

acute problem in assessing borrowers’ information (Stiglitz & Weiss, 1981). 

Information asymmetry causes two circumstances in the credit market 

(Bebczuk, 2003). First, the borrowers manipulate the agreement by 

exaggerating revenues. Second, the lenders cannot control the borrowers 

because of insufficient information. These circumstances lead to adverse 

selection and moral hazard problems. An adverse selection is when the 

banks fund “bad” SMEs instead of “good” SMEs. A moral hazard is when 

SMEs (acting illegally on behalf of banks) allocate funding into higher-risk 

ventures without the banks’ clarification. Adverse selections and moral 

hazards lead to market failures in the credit market, which is caused by 

incorrect information (Besley, 1994).  

Information asymmetry also triggers a principal-agent problem. This 

problem occurs in different contexts, but this study frames the problem in 

bank lending to SMEs, in which banks are the principal and SMEs are the 

agents. A principal-agent problem occurs when SMEs (the agents) apply 

their own interest. For instance, banks fund SMEs for an agreed project, but 

apparently the SMEs exploit the fund for other projects for their own interest. 

Such a principle-agent problem is due to the absence of both information and 

sanctioning enforcement by the principals (Hamilton-Hart, 2001). This 

problem causes deflections in the credit risk assessment (Liao, Chen, & Lu, 

2009). Godbillon-Camus and Godlewski (2013) suggest that banks apply an 

incentive mechanism through compensation contracts. 

Collateral 

Collateral is normally a key to alleviating credit access problems, and it is 

required by banks to secure their financing (Beck & Demirguc-Kunt, 2006). 

Collateral constitutes a key to adverse selection problems, and it explains 
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negatively to a debtor’s risk (Jiménez, Salas & Saurina, 2006). Meaning, more 

collateral is smaller the risk. Nevertheless, collateralised credits have a 

higher risk of default, as an intimate bank-borrower relationship raises the 

bank’s willingness to take more risk (Jiménez & Saurina, 2004) and decreases 

the collateral requirement (Voordeckers & Steijvers, 2006). 

Bank competition affects collateral requirements. Hainz, Weill, and 

Godlewski (2013) conclude that bank competition decreases the existence of 

collateral and that collateral increases if bank competition is not high. This 

bank competition leads to “competition fragility,” which diminishes market 

influence, reduces revenue, and emboldens banks for risk taking (Berger, 

Klapper & Turk-Ariss, 2009). It also, however, reduces companies’ access to 

finance if the competition is low (Love & Pería, 2014). But a study by Ono 

and Uesugi (2009) find that collateral does not significantly influence the 

riskiness of SMEs, although it increases banks’ superiority and strengthens 

screening and monitoring in SMEs lending. The borrower’s characteristics 

and the location of the SMEs influence the presence of collateral.  

SMEs in urban areas can reduce collateral requirements more than SMEs in 

rural areas (Yaldız Hanedar, Broccardo & Bazzana, 2014). Nevertheless, 

collateral requirements remain an impediment for most SME access to formal 

finance (Bhaird & Lucey, 2010; Steijvers & Voordeckers, 2009), suggesting 

that third-party collateral arrangements (Zheng Hong & YiHai Zhou, 2013). 

Relationship in Lending 

Lending is categorised into transaction lending and relationship lending. 

Transaction lending relies on hard information (quantitative information), 

while relationship lending relies on soft information (qualitative 

information) (Berger & Udell, 2006). Numbers compose hard information, 

such as financial statements, history of payment transactions, and stock 

returns. Soft information takes the form of descriptive text, including 

opinions, ideas, rumours, economic projections, statements of management’s 

future plans, and market commentary (Petersen, 2004).  

The relationship between SMEs and banks has a significant influence on SME 

access to banks’ credit. Hernández-Cánovas and Martínez-Solano (2010) find 

that this relationship stimulates trust between SMEs and banks, reduces 

credit access problems, and lowers borrowing cost. In addition, it also 

benefits both SMEs and banks, as SMEs obtain credit easier due to fewer 

restrictions (Berg & Schrader, 2012) and small banks understand SMEs more 
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thoroughly (Torre, Martínez Pería, & Schmukler, 2010). The performance of 

SMEs and the length of relationship between SMEs and banks also positively 

determine banks’ profitability (Fredriksson &  Moro, 2014). A longer 

relationship offers lower interest rates (Berger & Udell, 1995), is more 

advantageous for loan continuity, and results in fewer defaults (Bolton, 

Freixas,  Gambacort, & Mistrulli, 2013).  

However, Giannetti (2012) argues that a longer relationship negatively affects 

small businesses’ capability to present applicable innovations. This literature 

confirms that relationship lending is more sustainable for SMEs even during 

a crisis (Bolton et al., 2013) and serves as an alternative informal mechanism 

to resolve informational asymmetries (Kysucky & Norden, 2013). However, 

the key to gaining credit access depends on SME characteristics, owner 

characteristics, and firm performance (Harvie, Narjoko, & Oum, 2013). A 

greater relationship does not ensure borrowers will apply for credit because 

of their awareness of greater risk (Chandler, 2010).  

Studies of SMEs and the Banking System in Indonesia 

The main problem of SME access to formal finance is that bank credit is 

available but SMEs cannot obtain financing. In Indonesia, most SMEs are 

impeded by this situation because they have failed to provide procedural 

legal documents as required by banks (Pramudia & Syawier, 2013; Sri, 2011). 

In addition, SMEs are imposed by high provision costs, and additionally 

pledged collateral does not meet banks’ standards (Machmud, Huda, Harvie 

& Oum, 2011). Furthermore, SMEs lack working capital and have marketing 

problems (Tambunan, 2007). Wardani (2013) blames the government, which 

does not provide adequate assistance and administration. Consequently, 

SMEs do not grow in the country. However, a mixture of practical and 

financial assistance was positive for employment growth (Sandee, 

Supratikno, & Yuwono, 1994).  

Berry, Rodriguez, and Sandee (2001) argue that although the government’s 

direct assistance to SMEs is not a priority, the government focuses on 

constructing a beneficial business situation and encouraging the private 

sector to develop their services. The government also should convince 

commercial banks to provide easy access. Companies (either small or large) 

with more access to credit tend to export more of their production (Wengel 

& Rodriguez, 2006). 
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On the other hand, banks have a different view on SME credit. Based on 

Indonesian banking statistics from 2014, SMEs produce a high number of 

nonperforming loans (NPLs), yet SMEs significantly develop the Indonesian 

economy (Hayashi, 2004; McKague, Wheeler, Cash, Comeault, Ray & 

Tambunan, 2011). Regardless, many studies confirm that banks limit their 

services to SMEs in Indonesia (Berry et al., 2001; Berry, Rodriguez, & Sandee, 

2002; Harvie & Lee, 2002; Tambunan, 2007; Wengel & Rodriguez, 2006). 

Small-scale businesses want credit, but SMEs divert credit for household 

needs, school fees, health fees, and housing repair (Johnston & Morduch, 

2008).  

Therefore, banks at least for these reasons are reluctant to fund SME 

businesses (Rosengard & Prasetyantoko, 2011; Timberg, 1999). However, 

SMEs are more sustainable than large enterprises, especially during a crisis 

(Fatimah, Biswas, Mazhar, & Islam, 2013; Mouroungane, 2012; Rosengard & 

Prasetyantoko, 2011). Not all banks are hesitant to fund SMEs. According to 

Soeroso (2014), banks are still funding SMEs if they are viable, if not 

bankable. Also, Matsui (2011) states that commercial banks notice SMEs are 

able to pay back credit on time and pose a lower risk than large enterprises. 

Most entrepreneurs in the country do not criticise high-interest rates for 

formal credit. However, they criticise access to formal finance, which mostly 

remains inaccessible (Berry et al., 2001). 

Patronage Networks and Social Ties in Indonesia: Pervasiveness of 

Patronage Networks 

Patronage networks contain patron-client relationships. According to 

Aspinall (2013), “patronage is defined as a material resource disbursed for 

particularistic purposes and for political benefit, typically distributed via 

client list networks, where client list is defined as a personality relationship 

of power.” Based on this definition, however, the patronage network is not 

only created for political benefits, but also other benefits such as economic 

benefits (Varkkey, 2012). Patronage networks are pervasive in Indonesia and 

permeate into various sectors. For instance, Blunt, Turner, and Lindroth 

(2012) conducted a study about patronage networks in local governments of 

Indonesia. They focused on human resource management (HRM) 

applications in the education and health sectors, and they find that corrupt 

practices exist in the patronage system, including illegal payments for 

examination test scores, staffing, placement, promotions, and job relocation. 

In another case, Varkkey (2012) claims that Malaysian and Singaporean 

investors are effortlessly inserting themselves into prevailing patronage 
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networks in Indonesia. Their companies relish Indonesian patrons’ 

protection for their operations; they linger firing land for the efficiency of 

their companies.  

Indonesian patronage networks also permeate into high-level bureaucracy. 

For instance, during the presidency of Soeharto (former president of 

Indonesia), one of his cases “in realising Soeharto’s ambitions, Prajogo 

should also be ready to serve him if Soeharto asked Prajogo to provide help” 

(Gunawan, 2004). This was evidenced when in 1991 “Barito helped the 

former president achieve his desire to be both player, and chief arbiter, in the 

world of Indonesian high finance. Barito provide around US$220 million to 

bail out Bank Duta, a bank owned by Nusamba, a holding company 80 

percent controlled by the former President’s three largest yayasans 

(charitable foundations).”  These empirical studies show that patronage 

networks are ubiquitous in all levels in the country, although they are most 

commonly seen in the political world. Though, the patronage networks 

permeate into the government bodies, political parties, parliament, 

businesses, and community organisations (Tans, 2012) , which “patron-ties” 

protection ensuing informality and illegal actions (Klinken & Aspinall, 2011).  

Pervasiveness of Informality 

Informality is embedded within Indonesians’ behaviour. Informality in 

business means a “relaxed” system that engages a free and easy manner and 

avoids rigid, formal limitations. This “relaxed” system is rooted in business 

activities in Indonesia. Low-class individuals commonly own informal 

businesses, often with no fixed business place. Therefore, this “relaxed” 

system is found mostly everywhere in the country. For instance, many SMEs 

in Indonesia approach informal sources for financing. The SMEs tend to 

approach family, friends, business owners, neighbours, moneylenders, and 

rotating savings and credit associations (ROSCAs) (Robinson, 2002). This 

practice is due to the prevalence of informal SMEs. These enterprises do not 

have formal legal business documents, such as business permits (Surat Izin 

Usaha Perdagangan, or SIUP); company registration (Tanda Daftar Perusahaan, 

or TDP); permit interference (Hinder Ordonantie –  Surat Izin Gangguan); 

financial statements; loan proposals; collateral; and tax registration numbers 

(Nomor Pokok Wajib Pajak, or NPWP) (Manurung, 2008). Therefore, accessing 

informal sources is more suitable for them. Most SMEs in the country also do 

not apply a formal employment system.  
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According to Firdausy (2000), 70% of labour in Indonesia were employed in 

an informal way. The employment system habitually involves small pay, 

dangerous working environments, and no social security (ILO, 2009). 

However, labourers seek access to employment in the formal sector by 

working in the informal sector for starting experience (Cukier & Wall, 1994). 

 

 

 

 

 

 

Figure 1. Hawkers are selling coffee and pizza on the street. Photo by 

author.  

The informal sector is a main source of self-employment, offering income 

prospects for micro entrepreneurs. These micro entrepreneurs are supposed 

to apply management strategies, such as the “replenishment of stocks, 

avoidance of long-term credit, and formalization of relations with 

government agencies,” in order to support their businesses (Evers & 

Mehmet, 1994). The pervasiveness of informality in businesses is also seen in 

public transportation, such as minibuses (angkot – angkutan kota). Drivers of 

public transportation can easily pick up and drop off passengers anywhere 

on the street. The drivers are reckless, consequently endangering people on 

the streets. This recklessness results from relaxed policies in the 

transportation system (Cervero, 2000; Gwilliam, 2003). The lack of 

punishment causes legal infractions (Kassa, 2014).  Thus the relaxed system 

of such a formal activity results in a high degree of accidents and unpaid 

taxes (Kassa, 2014). Informality in business causes law breaking. The police 

officials in the country faced several challenges, including tax evasion, as 

most traders pay “informal taxes.” In an interview conducted by Luebke 

(2009), a local trader stated, “It does not matter whether we carry legal or 

illegal logs . . . payments to forest officers [polisi hutan] are a necessary evil 

for keeping the business on track . . . if we don’t comply, our houses will be 
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raided and we end up being convicted for illegal logging, guilty or not.” This 

sentiment indicates that informality in business triggers crime. 

Pervasiveness of Social Ties 

Patron-client relationships rely on social ties. Social ties take many forms, one 

being organised. Aspinall (2009) explains that former combatants pursue 

government projects through tender, as the tender is selected based on social 

ties rather than business experience. Banking access in the country could also 

be determined by personal ties (Hamilton-Hart, 2002). Using the Indonesia 

Family Life Surveys, Okten and Osili (2004) conclude that family and 

community connections can reduce the search costs of the debtor as well as 

decrease supervising and application costs for the creditor. Okten and Osili 

additionally conclude that family and community connections are significant 

for credit approval, which is also confirmed by Churchill (1999). Bank Rakyat 

Indonesia (BRI), a major bank in the country, visits its prospective and 

existing borrowers in rural areas. The bank then examines their cash flow 

and unpaid liabilities by involving neighbours and community heads to 

assess the borrowers’ character. 

Vertical and Horizontal Ties 

Patronage networks are commonly divided into two kinds of ties, vertical 

and horizontal. Vertical ties involve a kind of “top-down” relationship, in 

which patrons have a hierarchical position over their clients. Horizontal ties 

involve a kind of peer relationship that is formed through the collective 

action of groups or individuals. Within Indonesia’s context, the importance 

of vertical patronage networks is an indicator of access to privileges. As a 

group of scholars proved through several cases in Indonesia, the patronage 

system under Soeharto in the New Order era influenced his clients to satisfy 

his desires. Then the clients had access to privilege (Aditjondro, 2006; Fealy 

& Aspinall, 2010; Hamilton-Hart, 2002; McLeod, 2000). 

Horizontal patronage networks facilitate social capital. Social capital is a 

resource embedded in a social organisation, in which it is organised for 

purposeful attainments. Generally, according to Putnam (1995), social capital 

“refers to features of social organization such as networks, norms, and social 

trust that facilitate coordination and cooperation for mutual benefit.” Several 

studies have explained the features of horizontal ties. Small collective groups 

(or, to use Luebke’s term, “contested oligarchies”) have solid power to 

influence government decisions (Luebke, 2012); religious political parties; 



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

75 
 

ethnic and religious conflicts (Klinken, 2008, 2009); the concession of the 

military; and Islamic and ethnic networks (Aspinall, 2010). These small 

groups can also contest the power of the Free Aceh Movement (GAM) and 

Partai Aceh (PA) (Aspinall, 2009; Palmer, 2010). Based on studies of these 

two types of social ties, one can generally conclude that vertical ties tend to 

back up clients through patronage protection. Horizontal ties involve 

collective group action. In addition, generally several scholars in banking 

and finance studies, such as Okten and Osili (2004), Anggraini (2008), 

Robinson (2002), and Weijland (1999), have found that social ties enhanced 

credit access in Indonesia. In addition, several political economists, such as 

Aspinall (2010, 2013), Hamilton-Hart (2002), Klinken (2009), and Luebke 

(2012), identify the pervasiveness of patronage networks in Indonesia and 

conclude that the existence of patronage networks is critically essential.  The 

hypothesis is that this patron-client relationship in social ties potentially 

influences SMEs willingness to access the formal bank credits. SMEs with the 

social ties have a greater ability to obtain credit from the formal banks, which 

it motivates SMEs to approach that sector. The role of social ties is not only 

to provide information for SMEs in accessing the formal bank credit (Okten 

& Osili, 2004), but it is also potentially to ease the credit process and 

approval. 

CONCEPTUAL FRAME WORK 

The phenomenon in the literature shows SMEs and banks along with social 

ties have an important play role in bank assessment. The social ties are 

potential to solve the discouragement of SMEs access to the formal banks 

credit. Therefore, the framework is designed as follows (see Figure 2 for 

analytical framework): 

 

 

 

 

Figure 2. Analytical Framework 

The social ties in patron-client are linked into the both of vertical and 

horizontal ties. Through the horizontal ties, the SMEs potentially obtain 

more information to understand the formal banking system. Simultaneously, 

 

Social ties  
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formal banks 

credit 
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the banks also potentially obtain additional information about their clients 

from different views (to measure the credit worthiness of SMEs). However, 

banks must screen the information selectively, as the social ties may provide 

either unpretentious or pretentious information. Though, the horizontal 

social ties support both SMEs and banks to solve such information 

asymmetries and collateral. 

In addition, the vertical ties support to SMEs when they attempt to access 

formal bank credit. The social ties, for banks, potentially provide more 

information about the social status of SMEs. Thus, banks are more confident 

in granting credit to SMEs. Therefore, through this model, the SMEs have 

more opportunity to approach banks credit (increase their willingness), then 

minimising the discouraged borrowers in the country. In addition, it has a 

potential implication in banking policy for SMEs - by recognising the social 

ties of SMEs in banking assessment in Indonesia. This study has an 

implication on a further methodological by interviewing SMEs and banks 

perspective to developing the framework. It will show the real data “on the 

ground” of social ties and SMEs willingness whether to approach the formal 

banks credit. 

CONCLUSION 

This study concludes that the role of social ties for SMEs in accessing to banks 

credit is considered. The literature method of this study suggests that the role 

of social ties, patron-client, is embedded within the Indonesian culture. It has 

a potential implication on SMEs willingness. This conceptual framework of 

social ties is potential to solve the discouraged borrowers access to the credit 

in Indonesia which this study evaluates the interplay between the role of 

social ties and SMEs access to the credit on wide literatures. It fulfils the 

missing gap on the literatures which those debates have not been framed. 

However, this study needs to be developed through an advance qualitative 

method in order to strengthen the variables. Furthermore, it enhances to the 

impact on SMEs willingness in Indonesia, and initiating a new concept 

understanding of the variables, which offers wider implications for banking 

and government policy and SME willingness. 

  



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

77 
 

REFERENCES 

 

Aditjondro, G. J. (2006). Korupsi kepresidenan: reproduksi oligarki berkaki tiga: 

istana, tangsi, dan partai penguasa. PT LKiS Pelangi Aksara. 

Anggraini, L. (2008). The Function of Social Networks to Credit Access and 

Off-Farm Work: A Case of Coconut FArmers in Rural Areas of Riau 

Province, Indonesia, 15(1), 63–76. 

Aspinall, E. (2009). Combatants to contractors: the political economy of peace 

in Aceh. Indonesia, 1–34. 

Aspinall, E. (2010). The Irony of Success. Journal of Democracy, 21(2), 20–34. 

http://doi.org/10.1353/jod.0.0157. 

Aspinall, E. (2013). A Nation in Fragments: Patronage and Neoliberalism in 

Contemporary Indonesia. Critical Asian Studies, 45(1), 27–54. 

http://doi.org/10.1080/14672715.2013.758820. 

Bebczuk, R. (2003).  Asymmetric Information in Financial Markets: Introduction 

and Applications. Cambridge Press. 

Beck, T., & Demirguc-Kunt, A. (2006). Small and medium-size enterprises: 

Access to finance as a growth constraint. Journal of Banking & Finance, 

30(11), 2931–2943. http://doi.org/10.1016/j.jbankfin.2006.05.009. 

Berg, G., & Schrader, J. (2012). Access to credit, natural disasters, and 

relationship lending. Journal of Financial Intermediation, 21(4), 549–568. 

http://doi.org/10.1016/j.jfi.2012.05.003. 

Berger, A. N., Klapper, L. F., & Turk-Ariss, R. (2009). Bank Competition and 

Financial Stability.  Journal of Financial Services Research, 35(2), 99–118. 

http://doi.org/10.1007/s10693-008-0050-7. 

Berger, A. N., & Udell, G. F. (1995). Relationship lending and lines of credit 

in small firm finance. Journal of Business, 351–381. 

Berger, A. N., & Udell, G. F. (2006). A more complete conceptual framework 

for SME finance. Journal of Banking & Finance, 30(11), 2945–2966. 

http://doi.org/10.1016/j.jbankfin.2006.05.008. 



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

78 
 

Berry, A., Rodriguez, E., & Sandee, H. (2001). Small and Medium Enterprise 

Dynamics in Indonesia. Bulletin of Indonesian Economic Studies, 37(3), 

363–384. http://doi.org/10.1080/00074910152669181. 

Berry, A., Rodriguez, E., & Sandee, H. (2002). Firm and Group Dynamics in 

the Small and Medium Enterprise Sector in Indonesia. Small Business 

Economics, 18(1/3), 141–161. 

Besley, T. (1994). How Do Market Failures Justify Interventions in Rural 

Credit Markets? The World Bank Research Observer, 9(1), 27–47. 

http://doi.org/10.1093/wbro/9.1.27. 

Bhaird, C., & Lucey, B. (2010). Determinants of capital structure in Irish SMEs. 

Small Business Economics, 35(3), 357–375. 

http://doi.org/10.1007/s11187-008-9162-6. 

Blunt, P., Turner, M., & Lindroth, H. (2012). Patronage, Service Delivery, and 

Social Justice in Indonesia. International Journal of Public 

Administration, 35(3), 214–220. 

http://doi.org/10.1080/01900692.2011.641050. 

Bolton, P., Freixas, X., Gambacort, L., & Mistrulli, P. E. (2013). Relationship 

and Transaction Lending in a Crisis. Retrieved December 3, 2013, 

from http://www.bis.org/publ/work417.htm. 

Cervero, R. (2000). Informal Transport in the Developing World. UN-HABITAT. 

Chandler, V. (2010). An Interpretation of Discouraged Borrowers Based On 

Relationship Lending. Retrieved from 

http://www.ic.gc.ca/eic/site/061.nsf/vwapj/Interpretation_Borrowers-

Emprunteurs_Aug-

Aout2010_eng.pdf/$FILE/Interpretation_Borrowers-

Emprunteurs_Aug-Aout2010_eng.pdf 

Churchill, C. F. (1999). Client-focused lending: the art of individual lending. 

Calmeadow Toronto. 

Claessens, S., & Tzioumis, K. (2006). Measuring firms’ access to finance. World 

Bank. 

Cukier, J., & Wall, G. (1994). Informal tourism employment: vendors in Bali, 

Indonesia. Tourism Management, 15(6), 464–467. 

http://doi.org/10.1016/0261-5177(94)90067-1. 



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

79 
 

De la Torre, A., Martínez Pería, M. S., & Schmukler, S. L. (2010). Bank 

involvement with SMEs: Beyond relationship lending. Journal of 

Banking & Finance, 34(9), 2280–2293. 

http://doi.org/10.1016/j.jbankfin.2010.02.014. 

Evers, H.-D., & Mehmet, O. (1994). The management of risk: Informal trade 

in Indonesia. World Development, 22(1), 1–9. 

http://doi.org/10.1016/0305-750X(94)90164-3 

Fatimah, Y. A., Biswas, W., Mazhar, I., & Islam, M. N. (2013). Sustainable 

manufacturing for Indonesian small- and medium-sized enterprises 

(SMEs): the case of remanufactured alternators. Journal of 

Remanufacturing, 3(1), 1–11. http://doi.org/10.1186/2210-4690-3-6. 

Fealy, G., & Aspinall, E. (2010). Soeharto’s New Order and Its Legacy: Essays in 

Honour of Harold Crouch. ANU E Press. 

Firdausy, C. M. (2000). The Social Impact of Economic Crisis on Employment 

in Indonesia. Center for Economic and Development Studies-Indonesian 

Institute of Sciences. Available: Http://www. Ismea. org/asialist/Firdausy. 

Html. 

Fredriksson, A., & Moro, A. (2014). Bank–SMEs relationships and banks’ risk-

adjusted profitability. Journal of Banking & Finance, 41, 67–77. 

http://doi.org/10.1016/j.jbankfin.2013.12.026. 

Giannetti, C. (2012). Relationship lending and firm innovativeness. Journal of 

Empirical Finance, 19(5), 762–781. 

http://doi.org/10.1016/j.jempfin.2012.08.005 

Godbillon-Camus, B., & Godlewski, C. J. (2013). Risk management soft 

information and bankers’ incentives. Revue d’Economie Politique, 

123(5), 763–791. 

Gwilliam, K. (2003). Urban transport in developing countries. Transport 

Reviews, 23(2), 197–216. http://doi.org/10.1080/01441640309893. 

Hainz, C., Weill, L., & Godlewski, C. J. (2013). Bank Competition and 

Collateral: Theory and Evidence. Journal of Financial Services Research, 

44(2), 131–148. http://doi.org/10.1007/s10693-012-0141-3. 



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

80 
 

Hamilton-Hart, N. (2001). Anti-Corruption Strategies in Indonesia. Bulletin of 

Indonesian Economic Studies, 37(1), 65–82. 

http://doi.org/10.1080/000749101300046519. 

Hamilton-Hart, N. (2002). Asian States, Asian Bankers: Central Banking in 

Southeast Asia. Cornell University Press. 

Harvie, C., & Lee, B.-C. (2002). The Role of SMEs in National Economies in East 

Asia. Edward Elgar Publishing. 

Harvie, C., Narjoko, D., & Oum, S. (2013). Small and Medium Enterprises’ 

Access to Finance: Evidence from Selected Asian Economies. 

Hayashi, M. (2004). Development of SMEs in the Indonesian economy. Retrieved 

from https://digitalcollections.anu.edu.au/handle/1885/40351. 

Hernández-Cánovas, G., & Martínez-Solano, P. (2010). Relationship lending 

and SME financing in the continental European bank-based system. 

Small Business Economics, 34(4), 465–482. 

http://doi.org/10.1007/s11187-008-9129-7. 

ILO. (2009). Informal economy in Indonesia. Retrieved from 

http://www.ilo.org/jakarta/areasofwork/informal-economy/lang--

en/index.htm. 

Jiménez, G., Salas, V., & Saurina, J. (2006). Determinants of collateral. Journal 

of Financial Economics, 81(2), 255–281. 

http://doi.org/10.1016/j.jfineco.2005.06.003. 

Jiménez, G., & Saurina, J. (2004). Collateral, type of lender and relationship 

banking as determinants of credit risk. Journal of Banking & Finance, 

28(9), 2191–2212. http://doi.org/10.1016/j.jbankfin.2003.09.002. 

Johnston, D., & Morduch, J. (2008). The Unbanked: Evidence from Indonesia. 

The World Bank Economic Review, 22(3), 517–537. 

http://doi.org/10.1093/wber/lhn016. 

Kassa, F. (2014). Informal transport and its effects in the developing world: a 

case study of Addis Ababa, Ethiopia. Journal of Transport Literature, 

8(2), 113–133. http://doi.org/10.1590/S2238-10312014000200006. 

Klinken, G. V. (2008). The Limits of Ethnic Clientelism in Indonesia (SSRN 

Scholarly Paper No. ID 1321803). Rochester, NY: Social Science 



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

81 
 

Research Network. Retrieved from 

http://papers.ssrn.com/abstract=1321803. 

Klinken, G. V. (2009). Patronage Democracy in Provincial Indonesia (SSRN 

Scholarly Paper No. ID 1372652). Rochester, NY: Social Science 

Research Network. Retrieved from 

http://papers.ssrn.com/abstract=1372652. 

Klinken, G. V, & Aspinall, E. (2011). The State and Illegality in Indonesia. BRILL. 

Kysucky, V., & Norden, L. (2013). The Benefits of Relationship Lending in a 

Cross-Country Context: A Meta-Analysis. 

Liao, H.-H., Chen, T.-K., & Lu, C.-W. (2009). Bank credit risk and structural 

credit models: Agency and information asymmetry perspectives. 

Journal of Banking & Finance, 33(8), 1520–1530. 

http://doi.org/10.1016/j.jbankfin.2009.02.016. 

Love, I., & Pería, M. S. M. (2014). How Bank Competition Affects Firms’ 

Access to Finance. The World Bank Economic Review, lhu003. 

http://doi.org/10.1093/wber/lhu003. 

Luebke, C. V. (2009). The political economy of local governance: findings 

from an Indonesian field study. Bulletin of Indonesian Economic Studies, 

45(2), 201–230. http://doi.org/10.1080/00074910903040310. 

Luebke, C. V. (2012). Striking the Right Balance. Economic Concentration and 

Local Government Performance in Indonesia and the Philippines. 

European Journal of East Asian Studies, 11(1), 17–44. 

http://doi.org/10.1163/15700615-20120005. 

Machmud, Z., Huda, A., Harvie, C., & Oum, S. (2011). Small and Medium 

Enterprises (SMEs) Access to Finance in Selected East Asian 

Economies | ERIA Chapter 9. Retrieved July 23, 2013, from 

http://www.eria.org/publications/research_project_reports/-small-

and-medium-enterprises-smes-access-to-finance-in-selected-east-

asian-economies.html. 

Manurung, A. H. (2008). Modal untuk Bisnis UKM. Penerbit Buku Kompas. 

Matsui. (2011). Interview: SME business in Indonesia gets more dynamic -- 

expert. Xinhua News Agency. Retrieved from 



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

82 
 

http://go.galegroup.com/ps/i.do?id=GALE%7CA247396393&v=2.1&

u=learn&it=r&p=ITOF&sw=w. 

McKague, K., Wheeler, D., Cash, C., Comeault, J., Ray, E., & Tahi 

Hamonangan Tambunan, T. (2011). Development of small and 

medium enterprises in a developing country. Journal of Enterprising 

Communities: People and Places in the Global Economy, 5(1), 68–82. 

http://doi.org/10.1108/17506201111119626. 

McLeod, R. H. (1991). Informal and Formal Sector Finance in Indonesia: The 

Financial Evolution OF Small Business. Savings and Development, 

15(2), 187–209. http://doi.org/10.2307/25830264. 

McLeod, R. H. (2000). Soeharto’s Indonesia: a better class of corruption. 

Retrieved from http://press.anu.edu.au/wp-

content/uploads/2011/06/7-2-A-1.pdf. 

Merdeka.com. (2013). 4 Konglomerat yang dekat dengan Soeharto. Retrieved 

November 7, 2014, from http://www.merdeka.com/peristiwa/4-

konglomerat-yang-dekat-dengan-soeharto.html. 

Meza, D. D., & Webb, D. C. (1987). Too Much Investment: A Problem of 

Asymmetric Information. The Quarterly Journal of Economics, 102(2), 

281. http://doi.org/10.2307/1885064. 

Mouroungane, A. (2012). Promoting SME Development in Indonesia. 

Retrieved from 

http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/

?cote=ECO/WKP(2012)72&docLanguage=En. 

Mukherjee, N. (2002). Indonesia–Coping with Vulnerability and Crisis. 

Retrieved from 

http://siteresources.worldbank.org/INTPOVERTY/Resources/335642

-1124115102975/1555199-1124115210798/lanindo.pdf. 

Okten, C., & Osili, U. O. (2004). Social Networks and Credit Access in 

Indonesia. World Development, 32(7), 1225–1246. 

http://doi.org/10.1016/j.worlddev.2004.01.012. 

Ono, A., & Uesugi, I. (2009). Role of Collateral and Personal Guarantees in 

Relationship Lending: Evidence from Japan’s SME Loan Market. 

Journal of Money, Credit and Banking, 41(5), 935–960. 

http://doi.org/10.1111/j.1538-4616.2009.00239.x. 



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

83 
 

Palmer, B. (2010). Services Rendered: Peace, Patronage, and Post-conflict 

Elections in Aceh. Problems of Democratisation in Indonesia: Elections, 

Institutions and Society, 286. 

Pekuwali, D. (2012, August 28). SDM Salah Satu Faktor UMKM Sumut Susah 

Berkembang. Retrieved September 15, 2014, from 

http://medanbisnisdaily.com/news/read/2012/08/28/90286/sdm_salah

_satu_faktor_umkm_sumut_susah_berkembang/. 

Petersen, M. A. (2004). Information: Hard and soft. working paper, 

Northwestern University. Retrieved from 

http://www.disas.unisi.it/mat_did/gabbi/729/10.1.1.126.8246[1].pdf. 

Pramudia, A., & Syawier, C. A. (2013). Peranan Perbankan Bagi 

Pengembangan Lembaga Keuangan Mikro di Kota Medan. Ekonomi 

Dan Keuangan, 1(2). Retrieved from 

http://jurnal.usu.ac.id/index.php/edk/article/view/1009. 

Putnam, R. D. (1995). Bowling Alone: America’s Declining Social Capital. 

Journal of Democracy, 6(1), 65–78. http://doi.org/10.1353/jod.1995.0002. 

Rakhmad, B. (2012). Merawat Potensi Pajak Sektor UMKM Melalui 

Kehumasan. Retrieved September 11, 2014, from 

http://www.pajak.go.id/content/article/merawat-potensi-pajak-

sektor-umkm-melalui-kehumasan. 

Robinson, M. S. (2002). The Microfinance Revolution: Lessons from Indonesia. 

World Bank Publications. 

Rosengard, J. K., & Prasetyantoko, A. (2011). If the Banks are Doing So Well, 

Why Can’t I Get a Loan? Regulatory Constraints to Financial 

Inclusion in Indonesia. Asian Economic Policy Review, 6(2), 273–296. 

http://doi.org/10.1111/j.1748-3131.2011.01205.x. 

Sahana, M. (2014). Pembiayaan UMKM di Indonesia Masih Rendah. 

Retrieved September 8, 2014, from 

http://www.voaindonesia.com/content/pembiayaan-umkm-di-

indonesia-masih-rendah-/1912090.html. 

Sandee, H., Supratikno, H., & Yuwono, P. (1994). Promoting Small Scale and 

Cottage Industries in Indonesia: An Impact Analysis for Central Java. 

Bulletin of Indonesian Economic Studies, 30(3), 115–142. 

http://doi.org/10.1080/00074919412331336697. 



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

84 
 

Sari, Y. R. (2014, May 8). Penyaluran Kredit UMKM di DIY Masih Rendah. 

Retrieved November 4, 2014, from http://krjogja.com/terkini.kr. 

Soeroso, T. R. (2014). Kredit UMKM di Jawa Timur Melonjak | -bisnis- | 

Tempo.co. Retrieved November 3, 2014, from 

http://www.tempo.co/read/news/2014/04/08/087568860/Kredit-

UMKM-di-Jawa-Timur-Melonjak. 

Sri, A. (2011). Regulasi dalam Revitalisasi Usaha Kecil dan Menengah di 

Indonesia. Retrieved from 

http://scholar.google.co.nz/scholar?q=masalah+UKM+ke+perbankan

&btnG=&hl=en&as_sdt=0%2C5. 

Steijvers, T., & Voordeckers, W. (2009). Collateral and Credit Rationing: A 

Review of Recent Empirical Studies as a Guide for Future Research. 

Journal of Economic Surveys, 23(5), 924–946. 

http://doi.org/10.1111/j.1467-6419.2009.00587.x. 

Stiglitz, J. E., & Weiss, A. (1981). Credit Rationing in Markets with Imperfect 

Information. American Economic Review, 71(3), 393. 

Tambunan, T. (2007). Entrepreneurship development: SMEs in Indonesia. 

Journal of Developmental Entrepreneurship, 12(1), 95–118. 

http://doi.org/10.1142/S1084946707000575. 

Tans, R. (2012). Mobilizing resources, building coalitions: local power in Indonesia. 

Honolulu, HI : East-West Center. Retrieved from 

http://scholarspace.manoa.hawaii.edu/handle/10125/25492. 

Timberg, T. (1999). What we know about small and medium enterprise (SME) 

finance in Indonesia. In Conference on The Road to Indonesian Economic 

Recovery, Jakarta, August (Vol. 19). 

Varkkey, H. (2012). Patronage politics as a driver of economic regionalisation: 

The Indonesian oil palm sector and transboundary haze. Asia Pacific 

Viewpoint, 53(3), 314–329. http://doi.org/10.1111/j.1467-

8373.2012.01493.x. 

Voordeckers, W., & Steijvers, T. (2006). Business collateral and personal 

commitments in SME lending. Journal of Banking & Finance, 30(11), 

3067–3086. http://doi.org/10.1016/j.jbankfin.2006.05.003. 



Qualitative and Quantitative Research Review, Vol.1, Issue 2, 2016. 
ISSN No: 2462-1978  

eISSN No: 2462-2117 

 
 

85 
 

Wardani, H. K. (2013). Peranan Dinas Koperasi Dan UKM Dalam 

Pemberdayaan Usaha Kecil Menengah Kota Malang (Studi pada 

Dinas Koperasi dan UKM Kota Malang). Jurnal Administrasi Publik, 

1(2), 89–96. 

Wardaya, F. X. B. T. (2007). Menguak misteri kekuasaan Soeharto. Galangpress 

Group. 

Wengel, J. T., & Rodriguez, E. (2006). SME Export Performance in Indonesia 

After the Crisis. Small Business Economics, 26(1), 25–37. 

http://doi.org/10.1007/s11187-004-6491-y. 

Yaldız Hanedar, E., Broccardo, E., & Bazzana, F. (2014). Collateral 

requirements of SMEs: The evidence from less-developed countries. 

Journal of Banking & Finance, 38, 106–121. 

http://doi.org/10.1016/j.jbankfin.2013.09.019. 

Zheng Hong, & YiHai Zhou. (2013). Can third party’s collateral arrangements 

tackle the financing problem of small-medium enterprises? China 

Finance Review International, 3(4), 353–380. 

http://doi.org/10.1108/CFRI-08-2012-0094.  


