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I. THE MICROFINANCE REVOLUTION?

Most people in the world do not hav¢ access to institutional financial services, either for
credit or for savings. Despite widespread demand, it is estimated ihat institutional finance is
unavailable to about 90 percent® of all households in developing countries.* This, of course,
includes nearly all the poor people in the developing world. The massive gap bctween supply
- and demand occu\rs primarily because the demand for institutional commercial microfinance is
invisible to potential suppliers or b{f}cause the latter believe that meeting this demand
institutionally would be unprofitable. gince there is little incentive to supply an unrecqg‘nizcd‘
demand, or one that is considered unprofitable, the level of institutionél COl‘I’II‘-ﬂCl’CiRl
microfinance globally has remained at a very low level.

Microfinance refers to small-scale financial services provided to people who farm or fish
or herd; who operate small or microenterprises where goods are produced, recycled, repaired,
or traded; who provide servicgs; who work for wages or commissions; who gain income from
renting out small amounts of land, vehicles, draft animals, or machinery and tools; and 1o other

individuals and groups at the local levels of deve_loping countries, both rural and urban.

2 Pants of Sectlon I are adapted from Robmson 1995 (forthcommg) co ‘ '

.3 See Chna(en. Rhyne. and Vogel (1994); Rosenberg (1994) This point was .dso made by Jean-Francois’
Rischard, Vice-President, Finance and Private Sector Development, the World Bunk, in an address to'a workshop
on "The Efficient Promotion of Small Enterprises,” organized by the Fundacion para cl desarrollo sostenible en
Ametica Latina (FUNDES)m Interlaken, Switzerland, Sc:p(c:mber 18, 1993.

* Indonesia and Bangladesh are exceptions. -




Co‘mmereial institutional microﬁnance - or what is now becoming known internationally
as the "microﬁnance rcvolution"‘ - was begun in 1970 by the Bank l).tz,,m;, Bali. BDB is
probably the oldest licensed bank in the world providing continuous commercml ﬁnanc:al»
services prof'ltably to lower-income clients. The first private bank in Bali, BDB has been owned
and managed for the past'25 years by its founders, Mr. 1. Gusti Made Oka and .Mrs. Sri
Adnyani Oka, husband and wife. The Okas began thebank with little capital and no formal
banking experience. However, they had extensive experience in'local markets and in local

ﬁnance.: Mr. Oka was an informal-sector tailor, while Mrs. Oka participated locally in the |

informal financial market. They knew that the microfinance market is profitable and they knew,
also ‘ft'om" perSonal experience, that the poor can benefit greatly from conveniently available

: commermal ﬁnancnal servxces

The Okas opened an mformal "market bank’ (bank pasar) in 1968 w:th $350; wnth the

\t

‘ proﬂts they opened the Bank Dagang Bali in 1970. BDB has prov1ded mxcroﬁnance servxces at
the local level on Bah since then and more recently in parts of Java as well. The bank has been

‘proﬁtable every year since 1971 as of 1994 BDB’s assets are about $l 12 mtlhon

The Bank Dagang Bah beoan thh an 1dea - that the demand for ﬁnancnl servnces by the
i e Uy

workmg poor can be supphed by mstltunons provndmg commercnal ﬁnance proﬁtably,'and' that R

" ‘t\' .t %

”‘ these semces could have an 1mportant effect on' socxal and economlc development Th:s was a

v “
b Ui

new 1dea tn 1970 when the Bank Dagang Ban opened 1ts doors and began to provnde commercnal
- . r: v ) ) ;
mxcroﬂnance to iower-mcome people ‘

] . o ' o
i . [ S ke

‘ s Mana Otero. chanr of the mtemattonal MIC[O Fmance Servnces Network at the MFSN annual meetm;,s in-.
; South Afnca in, 1994 gt PRI :




Inthe succeedmg 25 years 'a new, sustalnable approach to microfi nance has been
L developed and demonstrated in lndonesm and in a number of other dc_vclopmg cmmlrus l)urmb
the 19805, eommercral mlcroﬁnance was developed very successfully on a large scale in
Indonesra by the unit bankmg system of the Bank Rakyat Indonesia (BRI),® and ona smaller
- scale by the BDB and several non- bank financial mstltuuons 7 It has been demonstrated i in
lndonesra that f:mancral lnstltutlons can provide credit proﬁtably at about 10 to 20 percent of thev
interest rates that lower-income borrowers can obtain from the informal commercial credit
market.!

In most of the developmg world however the lack of access to 1nst|tuhonal commercial
finance unnecessarily limits the optlons and lowers the financial securlty of poor people
throughout the world. While moneylenders the world over‘know that microfinance is profitable,
banks have consistently shunned small-scale'ﬁnancial services delivered at the local level. The
main exception is the subsidized rural credit programs that have proliferated in developing

countries during the last several decades. Such programs, however, are funded by subsidized

L For the development of BRI s unit banking system. see Development Program lmplementatron Studies Report
on Rice Intensification (1983); Robinson and Snodgrass (1987); Patten and ‘Snodgrass (1987); Sugianto (1989,
1990a, 1990 b); Robinson (1992, 1994a, 1994b, 1995a, forthcoming 1995b); Bank Rakyat Indonesia (1990, 1994);
Boomgard and Angell (1990); Patten and Rosengard (1991); Snodgrass and ‘Patten (1991); Martokoesoemo (1993);
Schmit (1991); Sugianto, Purnomo, and Robinson (1993); Gonzalez-Vega (1992); Boomgard and Angell (1994);
~ Hook (1995). For comparative studies mcludmg, BRI's unit banking system, see Yaron (1992u, l992h). Otero and
o Rhyne (1994). Rhyne and Rotblatt (1994); and Christen, Rhyne. and Vogel (1994).
' For example the Badan Kredit Desa (BKD) in Java: and Madura, the Badan Kredit Kecam.ll.m (BKK) in
Central Java. and the Lembaga Perkredntan Desa (LPD) in Bali. ‘

¥ For example. BRI lends proﬁtably natronwnde at the local.level in:Indonesia-at-1:§- percent per’ month flag
““interest'rate on the ongmal ‘balance (about 33 percent annual effective mteresr rate). BDB lends at a slightly lower
_rate (about 30 pcrcent annual effective rate for most loans). In contrast, moneylenders in Indonesia, and in many
other developing « countnes. charge interest rates ranging from 10 to over 30 percent per month flat rate, with the

hrgher rates generally l,omg to the poorer borrowcrs who have no beuer alternatives. See Robmwn (19944) for
documentatnon ‘ - ‘ ,
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loans or grants from governments or donor agencies, and are necessarily capital constrained.

Subsidized loan programs cannot meet demand for credit. In addition, subsidized credit,
being both desirable and capital constrained, often reaches the local elites who have the influence
to obtain these loans offered at below-market interest rates - rather than the poor for whom they
were intended. Arrears are frequently high, as are losses to the lending banks and the subsidizing
agencies. Also, credit subsidies provided to borrowers at the local level tend to discourage
institutional savings mobilization. This occurs because regulations often require that the interest
rates charged for subsidized loans are lower than the interest rates paid on deposits, thus
providing a negative spread and a disincentive for the institution to capture savings. Thus,
institutions providing substantial subsidized credit cannot become profitable financial
intermediaries. They remain donor- or government-subsidized and hence capital constrained.
The result is that local demand for financial services - both credit and savings - cannot be met.

Microfinance as a commercial institutional activity has been generally perceived by
policymakers and by the formal financial sector as unimportant for the economy, unprofitable
for financial institutions, and unnecessary for the poor. This remains the prevailing view in most
developing countries today.

However, the new approach to microfinance pioneered in Indonesia is beginning to stand
conventional wisdom on its head. Microfinance, it turns out, can be commercial, profitable, and
institutionally viable. Since the massive demand for institutional microfinance worldwide is far
too large to be met by donor or government funds, the only way it can be met is through

profitable financial intermediation.

Where available, financial services help lower-income people to manage their household



and business activities and to impreve the quality of their lives and those of their dependents.
Savings services permit people to store permanent, seazonal, or temporary excess liquidity safely
for future use, and to obtain returns on their assets. Credit services enable the use of anticipated
income for prusent investmenti or consumption. Sustainable institutions supplying raicrofinance
increase the options of the working poor by helping them to decrease risks, to obtain higher
returns on investinent, to improve management and productivity, to escape or decrease
exploitation by the locally powerful, and to conduct their businesses with dignity.

There are good reasons that institutional commercial microfinance delivered at the local
level developed first in Indonesia. The country has had good economic management and political
stability for over 25 years. A considerable share of the wealth gained from the oil booms of the
1970s was invested in agriculture, infrastructure, education, health, and family planning. Those
investments laid the foundations for the achievements of the 1980s, including the attainment of
rice self-sufficiency, employment creation, real per capita income growth, and substantial rural
development. Inflation has been kept below 10 percent. Major financial, tax, trade, and
investment reforms were undertaken during the 1980s, in anticipation of a leveling-off or decline
in the real value of oil revenues, which accounted for nearly three-quariers of Indonesia’s total
dollar earnings from exports in 1984. The results of these reforms, in conjunction with the
country’s relatively conservative borrowing policy (which permitted debt expansion during the
oil price collapse of 1985-86), and the accomplishments of its more recent export diversification
strategy, contributed significantly to Indonesia's economic growth. A crucial aspect of the
decision to emphasize the rapid increase of non-oil exports, including export of manufactured

goods, was the recognition that a competitive cconomy and ncw sources of investment would
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be required. As part of the wider emphasis on financial reform in the mid-1980s, banks were
encouraged to introduce new products and requirements for opening branch offices were relaxed.

The Bank Dagang Bali has benefitted not only from Indonesia’s growth and development,
but also from Bali's thriving economy - to which BDB has also contributed. The province is
characterized by high export growth, substantial tourism, rapid rural employment and income
growth from agriculture, fishing, and garment and handicraft production. Throughout Bali, BDB
is well known - both as a secure bank with conveniently located branches, and as one that helps
lower-income people to develop their productive activities and to earn income on their savings.

Other countries have begun recently to adapt lessons in microfinance froom Indonesia.
Banks and other financial institutions in Bolivia, Colombia, Costa Rica, the Dominican Republic,
Ecuador, Egypt, the Cameroons, Kenya, Senegal, South Africa. Bangladesh, India, the
Philippines, and others have established profitable microfinance programs or are in various
stages of becoming self-sufficient providers of commercial microfinance. Many have visited both
BDB and BRI in Indonesia to learn about profitable financial intermediation at the local level.

While most of the population of developing countries still lacks access to institutional
finance, commercial microfinance has been proven to work well in a wide variety of
environments. The shift from government or donor-subsidized credit delivery to profitable
financial intermediation at the local level has begun to be called the "microfinance revolution’
because it has enabled, for the first time ever, the demand for microfinance to be met on a large
scale. In this context, the formal financial sector has begun to realize that financing the poor can

be both economically and socially profitable, and that microfinance is one of the largest

unsupplied markets in the world.



II. THE HISTORY AND PHILOSOPHY OF THE BANK DAGANG BALI

The story of BDB, the bank that began the microfinance revolution,

is to a large extent the story of Mr. and Mrs. Oka (photographs 1 and 2). The bank cannot be
understood without first understanding the Okas. 1 Gusti Made Oka was born in a village near
Gianjar, Bali in 1932. His father died when he was three years old; three years later his mother
remarried and moved away. Mr. Oka became an adopted grandson of the elderly woman for
whom his father had worked as a servant. He grew up in her home, working in the house and
on her fields. His adopted grandmother sometimes allowed him to go to school, but she could
not pay his school fees. However, the teacher permitted him to follow the lessons. Although he
could attend school only sporadically, the young Oka did well and was later admitted without
fee.

When he was eight years old, he went to the local priest and volunteered to clean the
temple in the mornings before school. The priest said, "That is a good idea. The Gods will bless
you.” Oka replied, “That would be wonderful, but I also would like to have coconuts and
flowers from the temple trees." The priest agreed, and Oka sold these for pocket money and
school supplies. Oka graduated from primary school, but he could not afford further study.
Instead he learned to sew, and he became a tailor in his village. He then moved to Gianjar, the
nearby market town, and became an apprentice to a tailor there. In 1951 he moved to Denpasar,
the capital of the Province of Bali, where he began to work as an employee in a tailoring shop.
A year after arriving in Denpasar, Mr. Oka rented a room and opened his own tailoring shop-

which doubled as his living quarters. Since he did not have a sewing machine, he sewed by
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hand. His skill increased, and he received an order from the Secretary to the Governor of Bali.

That, in tumn, led to a larger order to make the drivers’ uniforms for the Balinese government.
He was then able, in 1952, to approach the BRI branch in Denpasar to ask for a loan of Rp 500
to buy a sewing machine. The sewing machine cost Rp. 1350; he had saved Rp. 850 and the
BRI lent him the Rp. 500 he requested. With the machine, his profits began to increase and he
was abie to repay the loan and employ assistants. Mr, Oka deposited savings regularly in BRI -
which, since he had a BRJ lcan, he considered to be his bank.

Soon after moving to Denpasar, Mr. Oka had bcgun attending night school where he
studied accounting and English. At night school he met his future wife.

Sri Adnyani Oka was born in 1936 in a village in Bali. After graduating from the
neighborhood primary school, she began volunteer work at the local hospital, delivering
medicine to patients. She attended a school that prepared students for secondary studies, and she
wanted to continue her education. However, her parents did not believe in further education for
girls and did not give their permission for her to attend secondary school. In 1951, she hitched
a ride at night on a truck headed for Denpasar. She stayed with a friend there and found a job
as a typist in the pharmacy section of the Health Department. She then joired night school,
where she met Mr, Oka; they were married in 1955.

Shortly after their marriage, Mrs. Oka inquired from her husband how much annual
interest they were receiving on their BRI savings account (5 percent). She said, "I can earn more
than that by lending our money to friends. People want short-term loans, and I can lend out the
same money many times during one year." Mrs. Oka began to lend their savings to friends, and

Mr. Oka kept the accounts. Soon there was more demand for loans than the Okas' savings could
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meet. However, they were well known and trusted in the community. Therefore, when they had
a request for a loan from someone they knew and trusted, they could link the potential borrower
with one of a number of people who trusted the Okas’ judgment and who had excess liquidity.

In order to protect the lender, Mrs. Oka required the borrower to provide pold as
collateral; she held the collateral in case the borrower defaulted. In order to comply with
Indonesian law, Mrs. Oka purchased the gold. The sales slip recorded the weight and karat of
the gold, and stated: "This gold was sold by 'A’ to 'B’ for x amount. 'A’ can purchase this gold
within one month for y amount (x plus charges). After one month, 'B’ can sell the gold in the
market." There was large demand for this service, and profits were split evenly between the
Okas and the person who provided the capital. Mrs. Oka also accepted deposits on which she
paid interest.

In 1956, Mr. Oka borrowed Rp 10,000 from Bank Perniagaan Umum. The bank’s rule
at that time was that borrowers must become sharcholders. Accordingly, Mr. Oka was required
to pay i0 percent of the loan in order to become a shareholder of the bank. The following year,
he attended the shareholders’ meeting - an experience that had a major effect on his thinking.
As he put it, "We already knew that when a person we trusted needed to borrow moncy, we
could go to someone who had money and arrange the transaction. At the 1956 sharcholders
meeting, I learned that this is what banks do. From that time on, I thought constantly about how
to obtain a bank license."

The Okas had very low operating costs in their informal financial activities. Mrs. Oka
went by bicycle to visit both those who needed to borrow, and those who had excess funds on

hand, and Mr. Oka did the accounting. She also continued her work as a typist, while he
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continued his tailoring business and graduated frcm night school. They also began raising a
family and cventually had 10 children, of whom 8 survive.

The Okas did well in the informal financial market, and in 1968 with Rp 100,000 (about
$350), they opened an informal 'market bank' (bank pasar) in a 2 by 4 meter room located in
a building in a Denpasar market. The other assets of the Okas’ Bank Pasar Umum (BPU)
consisted of two desks, a typewriter, and a bicycle.

There was high inflation then, and interest on deposits was normally stated as a monthly
rate. Government banks offered 6 percent per month interest on savings, while private banks
offered 7 percent per month. The Okas installed a telephone in tneir tiny office and took a full-
page advertisement in the newspaper stating:

"If you deposit Rp 100,000 now, you will have Rp 204,000 next year. Your profit will

be more than your principal. But if you want interest every month, BPU will pay you 8

percent a month. Do not move from your house. Just call as at this telephone number.

We will come to your house."

Many new customers came as a result of the advertisement, On the lending side, the BPU
provided loans for a one-month term, with interest of & percent a month and a 3 percent fee for
each loan. They collected loan repayments in daily installments, and immediately re-lent the
capital. Since the BPU office was tiny and would probably not have inspired confidence on the
part of their clients, the Okas and their three employees normally went to the customers, rather
than having the laiter come to the BPU.

The Bank Pasar Umum became profitable very quickly. The BPU worked because the
Okas, with their knowledge of local markets, knew that they could lend out the deposits at a

profit. They knew how few options there were for microenterprises and for lower-income people

who wanted loans. They knew how large the demand would be for BPU loans, and they also
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knew that they could undercut the moneylenders by a wide margin - which would be beneficial
both to the BPU customers and to the BPU.

By 1970, two years later, the BPU had made Rp 15 million in profits (about $41,345).
The Okas decided to open a private bank in addition to the BPU (which still continues in
operation). For this purpose, they borrowed Rp 5 million (about $13,782) from the Bank
Pembangunan Daerah. With this initial capital of Rp 20 million (about $55,127), the Okas
opened the Bank Dagang Bali - the first private bank in Bali.

Aware that they knew much about the local informal financial market but little about
bank management, the Okas consulted three retired BRI employeces who agreed to take
supervisory positions at BDB. One was made BDB Chairman, one the head of the “redit
Section, and one the head of Operations. Mr. Oka became BDB's President-Director. Mrs.
Oka continued her work with clients, emphasizing savings mobilization and customer relations.

BDB opened on September 4, 1970, with 30 staff members, in a rented office in the
center of Denpasar. The bank grew rapidly (photographs 3-8). As of December 31, 1970 BDB
had assets of about $162,000; by December 31, 1971, a year later, the bank had assets of about
$607,000, and had made a profit of about $7650. In 1972 BDB purchased an office building in
downtown Denpasar. In the same ycar BDB obtained a technical consultant from the
International Executive Corps Service of the United States, who helped the bank to improve its
management. BDB was selected by the Indonesian government in 1974 to be the first private
bank to channel credit to smaller borrowers under the supervision of Bank Dagang Negara, a
state-owned bank. Subsequently BDB continued acting as a channeling agent for government

credit for smaller borrowers, but without state bank supervision.



A decade after it opened, as of December 31, 1980, BDB had assets of $10.7 million and
had made a profit that year of about $83,000. Creative financing and a knowledge of the market
have consistently marked BDB’s development. For example, until the mid-1980s, BDB was
prohibited by government regulations from opening branches. Knowing, however, that there was
considerable demand for BDB services in other areas of Bali, the Okas bought an old, large car
from Bank Indonesia, the central bank. This car became a BDB mobile bank; announcement
was made that at a particular time on a particular day, the car would be at a certain place.
Clients came to that place and carried out their transactions at the mobile bank. This worked
well because the BDB reputation had spread and the bank was already known and trusted. BDB
carried out profitable financial intermediation from its mobile bank until the government
regulations changed in 1988, permitting banks to open branches. BDE opened branches
immediately after the change in regulation; these branches rapidly became profitable because
they already had a large client base in the mobile branch customers. In 1987 BDB was the
largest corporate taxpayer in Bali; in 1988 BDB was the second largest corporate taxpayer in the
Eastern Indonesia Region.

Nearly twenty-five years after BDB began, as of the end of 1994, the bank has about $91
million in deposits and about $76 million in loans outstanding. BDB assets, excluding those held
in the name of the Okas, were about $112 million as of the end of 1994. The bank, still solely
owned by the Okas, has been profitable every year since 1971, During the 1990s, annual profits
have ranged from about $1 to $1.7 million. In addition to the BDB, the Okas also own hotels,

a bus service, a travel agency, and considerable real estate,
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Since 1979 BDB has provided scholarships each year to poor students in Denpasar high
schools and universities. About 800 students have so far received BDB scholarships. BDB also
provides funds for the education of needy primary school pupils in Mr. Oka’s village. In
addition, the bank contributes rice and other food to orphanages. The Okas have also established
a private foundation that provides support both for the needy and for the best students in Mr.
Oka’s village.

As President-Director of the Bank Dagang Bali, I Gusti Made Oka has managed the
growth of the bank prudently, and a with broad vision. His teachings and his example have
spread widely. Mrs. Oka provides for BDB an insiders’ knowledge of the local financial market,
and has imbued the bank with her indefatigable work and indomitable spirit. In 1994 Mrs. Oka
was awarded Indonesia’s national honor given to women for lifetime achievement. BDB has been
built on a personal approach to customers, and Mr. and Mrs. Oka know well both their
customers and their markets.

Financial institutions that provide services to microenterprises and other lower-income
people frequently develop and articulate an institutional philosophy. There is considerable
overlap in the 'cultures’ of such institutions; these include components of trust, service, loyaity,
institutional reputation, and contribution to social and economic development. Nevertheless, each
has its own special emphasis: BDB's philosophy is one that emphasizes balance.

BDB’s philosophy is that in order for the bank to achieve harmony, loyalty, and
profitability, five components must be balanced: investors, staff, customers, the government, and

the community. As Mr. Oka says:
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"Business means serving. We must serve the investor and respect the capital that is
invested. We must also serve the employees; we do this in a number of ways, for
example by establishing pension funds and retirement savings accounts. Customers must
be given the best service possible. We serve the government by paying taxcs promptly;
BDB is one of the largest taxpayers in this region of Indonesia. BDB contributes to the
community by providing scholarships to poor students and food to orphanages.”
BDB culture also incorporates the idea that if the bank encourages savings and provides
loans for the important things in life: house, education, health, and retirement, then "All

members of the family will be happy with BDB. We serve the financial needs of all the

generations."

III. BDB: ORGANIZATION, PRODUCTS, AND SERVICES

Organization

The head office of Bank Dagang Bali, a large building built in 1993, is in Denpasar,
Bali. Including the President-Director, there are three members of the Board of Directors. The
bank has five divisions: (1) Credit, Marketing, and business development; (2) Planning,
Automation, and Treasury; (3) Operations, Administration and Branch Supervision; (4)
Personnel and General Affairs; and (5) International banking. As of the end of 1994, BDB has
779 employees, with approximately equal numbers of women and men.

BDB has a head office, 7 branches, 18 sub-branches, and 4 smaller offices that function
as deposit collection points. All but two of the branches are in Bali; the other two, begun in
1990, are in Surabaya and Jakarta. In 1990, BDB was approved as a private national foreign

exchange bank and began a joint venture with the Internationale Nederlanden Bank (ING) in

Jakarta.



Products and Services
Credit

BDB provides loans of all sizes - from under $100 to over $100,000. Many of the large
borrowers of the 1990s are long-term clients who began at BDB as small savers and borrowers
during the 1970s. BDB's philosophy is to provide continued financial services to its good
customers, whether their enterprises rernain small or grow large.

Three types of loans are provided: (1) retail commercial loans; (2) consumer loans,
classified as motor vehicle, housing, and personal loans; and (3) loans to larger private or
corporate clients. BDB’s annual 1994 interest rates on loans varied from 22 percent for prime
customers to 36 percent, with the interest on most loans set at about 30 percent. Collateral of
150% to 200% of the loan amount is normally required.

Most BDB loan terms are for less than one year, but loans can be rolled over. Housing
loans are primarily for land purchase and generally have terms ranging from 1 to 5 years. Five
years is the maximum term for any loan. The loan appraisal process, the decision making, and
the release of funds are generally accomplished within 3-5 days for new customers. Loans for
old customers with good records can be processed in a day.

The percentage of loans more than three months overdue to total loans was below |
percent as of December 31, 1994. Repayment has been consistently high throughout the bank's
history, and the occasional writeoffs have been small.

Indonesian banks are required by the government to provide 20 percent of their total loan
funds for Kredit Usaha Kecil (KUK), or Small Business Credit. BDB acts as a channeling agent

for three such banks for KUK loans (up to Rp 25 million or about $11,550). Interest rates to the
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borrower on KUK loans channeled to BDB in 1994 were about 18 percent, although there was
some variation among the three channeling banks. The borrower also pays an administration fce;
1 percent on a one-year loan is typical. BDB provides a small percentage of the loan funds,
typically 10 percent, and receives a portion of both interest and fee. The percentage also varies
by bank, but a common arrangement is that BDB receives 1 percent of the interest and 50

percent of the fee. In this way, BDB channeled about $9.7 million to small and medium

borrowers in 1994,

Deposits

BDB is extremely active on the savings side of its microfinance activities, providing
many services, including the maintenance of daily routes on which deposits are collected and
withdrawals are paid out at the customer’s home or place of work. The design and
implementation of voluntary savings instruments and services for lower-income people are highly
developed at BDB. Savings instruments are of three general types: time deposits, giro checking
accounts, and passbook savings of different kinds. In 1994 general passbook savings, which are
fully liquid, paid 12 percent interest per annum on the minimum monthly balance. There are also
long-term passbook savings accounts for old age (which can be withdrawn at age 55); for
students’ education (which can be withdrawn at age 19); for housing; and for ceremonies; in
1994 these paid 15 percent interest per annum. Annual interest on giro checking accounts in
1994 was from 6 to 9 percent, in most cases paid on the minimum monthly balance. In a small
minority of accounts, interest is calculated daily. Annual interest on rupiah time deposits in

1994 ranged from 15.5 percent for 1-3 - month deposits to 16.5 percent for 6-12 - month



deposits. Interest on time deposits in US dollars was 7.1 to 7.5 percent.

BDB holds a lottery drawing four times a year for all holders of passbook savings and
giro accounts (photographs 7 and 8). The lottery, which has been held in BDB since 1971, is
based on the Okas’ knowledge of the psychology of smaller savers. Lower-income people in
Bali, as in other places, are attracted to lotteries because these offer what is perceived as the
only possibility of escaping from poverty. The Okas sought to satisty this widespread intercst
in lotteries - but to remove the risk for the participants, while simultaneously encouraging them
to save in the BDB. Therefore, each month every saver receives free of charge one lottery
number per month for each Rp 10,000 (about $4.63 in 1994) of his/her minimum monthly
balance. The lottery, held four times a year, is hugely popular and very well-known throughout
Bali. In the early years, the highest annual prize was a motorcycle; later the BDB offered a car,
and then a house. Smaller prizes are also given at each lottery drawing.

BDB uses the lottery drawing as an occasion to provide information about BDB's
instruments and services, and about the role of banking in social and economic development.
Large prizes are delivered in the recipient’s village, where the occasion is used as an opportunity
for BDB public relations and as an opportunity to educate the villagers about banking,.

Many other Indonesian banks, including BRI, have adapted the BDB lottery for their
savings instruments. When BancoSol, a Bolivian bank for microenterprises, began its savings
mobilization program in 1993, lotteries for depositors were adapted from BRI - which in turn
had adapted these from BDB - were included in the instrument design. BancoSol's lotteries have

become very popular in Bolivia.
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BDB has three types of mobile savings teams that serve clients whose workplaces or
homes are located in three approximately concentric circles around the BDB branch office
(photographs 9-12). Each team consists of two people, either two women or two men. The
teams cover a specified route every day; the purpose is primarily to collect savings from BDB
depositers, but also to provide withdrawals and other banking services as needed by particular
clients. Loans are normally handled at the branch office.

In each of the mobile savings teams, one member carries the money, while the other is
responsible for the books. One savings team travels by foot, covering the areas nearest the
branch. A second team travels by motorcycle and covers more distantly located clients. A third
trav::. vy car and is responsible for serving the most distantly-located savers of the branch. The
daily routes are arranged to accommodate customers’ wishes. Many customers make daily
deposits; some save on specific days several times a week. Others save weekly, bi-weekly or
monthly. Many customers have several BDB savings accounts which are either held in the names
of different family members or are maintained for different purposes.

Depending on the route and the type of transport, a tcam can cover over 100 customers
per day. BDB savings teams serve many employees in private enterprises and in government
institutions. The team goes to the place of employment on payday and collects deposits from the
employees. When BDB opened its branch in Jakarta, the mobile savings teams used successfully
the techniques developed in Bali; BDB collects savings from the employees of many institutions

in Jakarta, including the Ministry of Finance and Bank Indonesia, the central bank.
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IV. BDB’S PERFORMANCE : 1970-1994

From the 1968 Bank Pasar Umum with its starting capital of $350 to the 1994 Bank
Dagang Bali with its $112 million in assets, there has been a consistent record of providing
microfinance services at the local level, and doing so profitably.

BDB has beenl profitable every year since 1971. Table 2 provides a summary BDB Profit
and Loss Statement from 1970 - 1994. Profits were about $7650 in 1971; about $83,000 in
1980; and about $1.7 million in 1990, before taxes.” Profits decreased temporarily in 1991 and
1992, primarily because of a government-imposed tight money policy which affected all banks
in Indonesia. When the policy was changed, BDB's profits again began to increase to $ 1.2
million in 1993 and $1.25 million in 1994, The blended cost of funds for 1994 was about 16
percent and the profit margin about 3 percent.

Table 3 provides a summary BDB Balance Sheet for 1970-1994. BDB’s assets have
grown substantially from about $162,000 as of December 31, 1970 to about $112 million
(excluding assets held in the name of the owners), as of December 31, 1994,

The amounts of BDB's outstanding loans and deposits since 1970 are shown in Tables
4 and 5. As can be seen in those tables, there has been a steady increase throughout the years
in the amounts of both deposits and loans, with deposits continually predominating. As of
December 31, 1994, BDB had about $91 million in deposits and about $76 million in credit
outstanding. Loans in arrears over 3 months were below | percent as of that date. There is,

however, a sharp contrast between the total number of loans (11,049) and the total number of

® 1985 was the first year that BDB was required to pay taxes on its profits. The 1990 profit of $1.7 million
is before-tax; the after-tax 1990 profit was $1.1 million.
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deposit accounts (346,033), reflecting both a state-of-the art knowledge of local-level savings
mobilization and a relatively conservative loan policy.

In 1993, 81 percent of the loans and 47 percent of the value of the credit outstanding was
in commercial retail loans; nearly all of these loans were provided for working capital.
Corporate loans accounted for below 1 percent of the loans and 48 percent of the value of the
loans. Twelve percent of the loans, but less than 1 percent of the value of the outstanding credit,
was in consumer loans. The remainder was in channeling loans from other banks.

Table 6 shows that of BDB's 11,049 loans in December 1994, 7 percent of the borrowers
account for 67 percent of the amount of outstanding credit. However, 65 percent of the loans
were for amounts below about $2310, and 93 percent were for amounts below about $11,550.

BDB’s 347,202 deposit accounts have an average account size of $262, as of the end of
1994, Most of the money (66 percent) is in time deposits in 2 percent of the accounts. However,
most of the accounts (98 percent) are in passbook savings which account for 27 percent of the
value of the deposits. The remainder of BDB's deposits is in giro checking accounts.

The average time deposit account is about $8359, and the average giro account is about
$5610. In contrast, the average passbook savings account is about $72. Table 6 shows that for
time deposit accounts, 45 percent of the accounts and 83 percen‘t of the value of the deposits are
in accounts above Rp 5 million (about $2310). In contrast, for passbook savings, 96 percent of
the accounts and 35.5 percent of the money are in accounts below Rp | million (about $462). |

BDB serves small savers very successfully, and its savings operations are internationally
kno@h. However, as can be seen from Tables 2 - 4, BDB is over-liquid, and recently the bank

has begun increasing its lending operations at the local levei. As a result, the loan/deposit ratio
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increased from 69 percent in 1993 to 74 percent in 1994. BDB has been consistently profitable
throughout its history, but it is likely that the bank can become more profitable if the credit side

of its activities is expanded.

V. BDB’S Clients

BDB's customers come from a wide variety of backgrounds and represent many types
of economic activities. Many, probably most, have been poor at some time in their lives. A
number of the longer-term clients have experienced considerable upward mobility during the past
25 years; they frequently attribute their economic development, in part, to the financial services
and education obtained from BDB. Also included among BDB's clients are those who are
presently in lower-income households, but who are aiming for a better future. Many BDB clients
use other banks as well, both for savings and for loans.

In April 1994, the author accompanied the BDB mobile savings teams on their daily
routes in six BDB branches on Bali. The transactions of 217 BDB clients were observed, and
brief discussions were held with each. In addition, information was obtained from these clients
about 142 of their employees - in instances in which the clients' employees were also BDB
customers. Ten percent of the clients were then interviewed in more depth; these represented
both sexes and a variety of socio-economic groupings, occupations, and ages. Because these data
were collected by following BDB's mobile savings teams, there is a strong emphasis on

depositors. However, some of the clients were also borrowers.
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The BDB customers interviewed included producers of many types of goods (food,
garments, jewelry, handicrafts, paintings, leather goods, etc); owners and employees in shops
of all sizes selling these and other products (such building supplies, hardware, vehicles,
electronics, cassettes, etc.); farmers; owners and employees in enterprises providing services
(restaurants, hotels, tailor shops, barber shops, garages, etc.); government servants; and
pensioners.

As is characteristic of Java and Bali generally, the households of most people interviewed
had multiple income sources. Many households also have multiple passbook savings accounts.
In addition to passbook savings, some also have fixed deposit and/or giro checking accounts, and
some have long-term passbook savings accounts for retirement or children’s education. Loan
clients can choose to have their payments deducted from their savings accounts. Larger loan
clients have lines of credit. One of the customers interviewed had won a house in the BDB
lottery; another had won a motorcycle.

Many of the larger customers are long-term BDB clients. Near Denpasar this can mean
more than 20 years (a few were originally customers of the Bank Pasar Umum). Elsewhere early
clients are those who came to BDB when the branches were opened in the late 1980s, although
a few were clients of the early mobile bank.

Many of BDB’s savers are salaried employees, working in government or private offices.
In one government school we visited, each of the fifteen teachers saves a small amount monthly
in passbook savings accounts, and two also had long-term BDB retirement savings accounts with
BDB. The BDB team visits the school monthly, collecting the teachers’ savings from the school

treasurer who deducts from the teachers’ salaries the amounts to be saved. At a local oftice of
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the Department of Health that was visited, the BDB teams make monthly visits, collecting
savings from 49 employees.

Savings are also mobilized from employees in private businesses. In some cases, BDB
collects deposits from both owner and employees at the same workplace. In other cases, the
BBD savings team visits the homes of their clients who work as employees. A BDB tcam
collecting savings from the wife of a hotel employee at their home is shown in photograph 19
19. A team collecting deposits at a small hotel is shown in photograph 9. The jar on the table
contains the clients’ eight BDB deposit books; two belong to the hotel owners and six belong
to their employees. The jar also contains their bank books from several other banks.

Brief sketches of some of BDB’s customers will be useful for an understanding of the
range of BDB’s clients and of the ways in which they use the bank’s instruments and services.

Photographs 11-13 show BDB customers who operate microenterprises; such clients are
usually sellers of cooked food, bottled drinks, snacks, and garments. Typically, they save
regularly in BDB - often daily - in amounts ranging from $1 to $3 per deposit. A few have small
BDB loans.

Photograph 11 shows a man who migrated to Bali from Java in 1973 and began in Bali
as an itinerant peddlar selling ice cream. By 1975 he was able to obtain a fixed place in the
market where he has worked ever since. His average net daily income is about $4. His wife sells
local cosmetics and medicines as an itinerant peddlar in the same market, and she earns about
~ the same amount. This man has been a regular BDB saver for five years, and he usually makes
deposits daily. He also has a savings account in a second bank. The couple uses their savings

for their children's education (one child is in primary school, one in junior high, and one in high



school); for medical expenses; and for ceremonial occasions.

In addition to the savings account at BDB, this man is responsible for the savings of an
organization of twelve ice cream sellers who are members of his extended family (the others are
itinerant peddlars). The savings of the organization are deposited monthly in another BBB
account.

The young man shown in photograph 13 sells sunglasses in a tourist area of Bali. He left
his village in 1987 and became an itinerant peddlar in the city, carrying his warcs in a bag.
With his profits, he was able to obtain a fixed location for selling and to invest in a larger
amount of stock (shown on the board behind him)., With the profits from his enterprise, he
rented a room, brought his two brothers to the city, and found employment for them. His net
income is about $2.50 on an ordinary day and up to $13 on a busy day. After he had a fixed
selling location, he became a regular saver and has been served by the local BDB Savings Team
for five years.

The BDB client shown in photographs 23 and 24 owns a small stand and sells snacks,
soft drinks, cigarettes, and arrack (rice wine). He normally works 15 hours a day and has saved
daily at BDB since 1989; he holds accounts in other banks as well. With his savings, he bought
land and built a house. He rents the house to the local BDB branch manager (shown in
photograph 24).

BDB also has many clients - both savers and borrowers - who can be generally

‘categorized as owner-operators of small and medium enterprises. These clients are involved in

a wide range of economic activities in the trade, production, and service scctors. Some

examples:
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The owner of the general store shown in photograph 14 has four BDB savings accounts
(for different members of the family); he makes daily deposits in these accounts and also has
accounts in other banks. The woman shown in photograph 22 owns a small general store; for
20 years she has been a BDB saver, making daily deposits. Several of her customers leave
savings with her to deposit for them in their BDB passbook accounts when the BDB staff visit
her shop.

The produce shop shown in photograph 15 sells vegetables and fruits. The owner has
been a BDB cusiomer for |5 years and has two BDB passbook savings accounts. In one account
she saves daily; in the other, she saves monthly. The owner of the electrical shop shown in
photograph 16 has three BDB savings accounts and makes deposits daily in each. He also has
deposit accounts in other banks. Photograph 17 shows a BDB client who owns a clothing shop.
He makes daily deposits into five BDB bank accounts (for different members of the family). He
also has a BDB time deposit account and a BDB savings account for retirement. In addition, he
has deposit accounts in several other banks.

Photograph 18 shows a woman who owns a garment-making enterprise, and her younger
brother operates a petrol, oil, and kerosene shop in the adjoining room of the same building
which they own. She employs six workers. She has two BDB passbook savings accounts. The
man shown in photograph 20 raises chickens and supplies chicken parts 1o hotels and shops. He
has a BDB loan and makes daily deposits into his passbook savings acccunt from which his
monthly loan installments are paid.

Photograph 20 shows a married couple; the husband is an artist and the wife runs a

general store. They have been BDB customers since 1987 and have had a series of loans. They



save daily in a BDB passbook account from which the loan installment is paid. They saved in
a fixed deposit account for several years in order to renovate their house and to build a temple;
these had been recently completed at the time of our visit.

BDB also has wealthy customers. There are clients who regularly deposit over $100 per
day in BDB savings accounts; many also hold BDB fixed deposits (up to $500,000), and/or giro
checking accounts. Some hold lines of credit (up to $50,000) and/or loans (up to $500,000).
Many of these are long-time customers who started small and later became weaithy; examples
are shown in photograph 25 (a wood carving enterprise); 26 (a gold shop; and 27 (a
supermarket).

The woman shown in photograph 28 is a good example of a BDB client who started as
a small customer and became a large one. This woman and her husband opened a BDB savings
account in 1980; at that time she was a waitress and he a driver. With their savings they bought
a motorcycle which they rented out. They used the motorcycle for collateral tor a BDB loan,
and they used the loan and the income from the motorcycle to start a small restaurant with four
tables. The business was profitable, and the couple used the profits to buy land. They then used
the land for collateral for a bigger loan and opened a larger restaurant. This process of saving
profits from enterprises and using BDB savings instruments to leverage loans for additional
enterprises has continued until the present. They now have ten emerprises. of different types,

including the restaurant shown in the photograph. As the former waitress said, "BDB trusts me

and I trust them."



V1. CONCLUSIONS

The microfinance revolution is based on the idea that the massive demand for
microfinance in developing countries can be supplied by sustainable institutions providing
financial services commercially, and that these services can have important effects on social and
economic development. This idea has been well demonstrated in Indonesia and elsewhere.

The Bank Dagang Bali was the first formal financial institution to undertake systematic
commercial microfinance at the local level in Indonesia. It may also be the oldest licensed bank
in the world continuously providing financial services at the local level profitably.

The examples of BDB, BRI, and other self-sufficient institutions that provide finance to large
numbers of lower-income households are important globally for three reasons.

First, within the past decade it has bcen demonstrated that by providing loans with
interest rates that are only 10 to 20 percent of the rates that lower-income borrowers typically
pay on the informal commercial market, financial institutions can provide credit profitably at the
local level.

Second, the massive demand for institutional microfinance worldwide is far too large to
be met by donor or government funds; it can be met only by licensed commercial institutions
that are able to mobilize local savings and leverage commercial investiment as necessary.

Third, because of these examples we now know that it is possible for commercial
institutions to ‘provide microfinance profitably in widely varying social, economic, and political

contexts.
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Yet an estimated 90 percent of the world’s population still lacks access to institutional
finance. The revolution that began at the Bank Dagang Bali is in its early stages, but it is
gathering momentum. The BDB example now reaches financial institutions in developing
countries in around the world. It was at BDB that it was first demonstrated that institutional local
finance can be both economically and socially profitable. The impact of the BDB approach is
a profound one, best said by a long-term BDB client:

I grew up poor and without education. I learned, though, that I could improve myself,

and that the bank would help me. The president of Bank Dagang Bali is a great man.

Why do I say that? Not because he is a bank president; there are many bank presidents.

Because he knew that poor people fear banks, and he taught us not to be afraid. BDB

taught us something important that we never knew before. BDB taught us that the bank
is not a king, the bank is a servant.

31



TABLE 1

RUPIAH/DOLLAR EXCEANGE RATES,

1970-1994
Year Rupiah Exchange Rate
per US $
(annual averages)
1970 362.8
1971 391.9
1972 415.0
1973 415.0
1974 415.0
1975 415.0
1976 415.0
1977 415.0
1978 442.1
1979 623.1
1980 627.0
1981 631.8
1982 661.4
1983 909.3
1984 1025.9
1985 1110.6
1986 1282.6
1987 1643.9
1988 1685.7
1989 1770.1
1990 1905.0
1991 1950.6
1992 2029.9
1993 2089.4
1994 2164.2

* Before March, 1979, the Indonesian CPI figures were based
on an index which covered Jakarta only.

Source: International Monetary Fund and Bank Indonesia
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TABLE 2 (page 1)
PROFIT AND LOSS STATEMENT, 1970 — 1994

( as of December31 of each year)
In Million Rupiah

[ ' 4 4 4 074 I
I INCOME
1. Operating Income
1.1 Interest, commision and fees 3 49 98 91 91 131 175 251
1.2 Other ~ 1 4 3 3 2 4 7 6
2. Non—operating Income *
4 53 101 94 93 135 182 257
II EXPENSES
1. Operating Expenses
1.1 Interest 2 40 76 64 57 92 128 171
1.2 Overhead
1.2.1 Salaries ’ 3 5 7 7 11 15 27
1.2.2 Other overhead 2 7 16 19 25 27 31 47
2. Non—operating Expenses*
TOTAL EXPENSES 4 50 97 90 89 130 174 245
IIT PROFIT/LOSS
I. Before Tax 3 4 4 4 5 8 12
2. Tax
NET PROFIT 3 4 4 4 5 8| 12

* Non-—operating income & expenses refer to income/cxpense from non—~banking
activitics (for example, rental and sales of buildings).
Source : Bank Dagang Bali




PROFIT AND LOSS STATEMENT, 1970 — 1994

( as of December 31 of cach year)
In Million Rupiah

I INCOME

1078 ©

1979.

1980

1981

1982 .

1983

. 1984

1985

1. Operating Income
1.1 Interest, commision and fees 349 522 801 1,250 1,781 2,589 3,526 5,636
1.2 Other 8 11 25 102 89 56 84 95
2. Non-—opcrating Income * 2 20 55
357 533 826 1,352 1,870 2,647 3,630 5,786
II EXPENSES
1. Operating Expenscs
1.1 Interest 227 342 525 899 1,224 1,672 2,190 3,232
1.2 Overhead
1.2.1 Salarics 41 57 93 143 190 271 364 449
1.2.2 Other overhead 69 109 156 195 274 382 480 1,151
2. Non—opcrating Expenses* 20 55
TOTAL EXPENSES 337 508 74| 1,237)  1,688|  2325| 3054|4887
Il PROFIT / LOSS
1. Belore Tax 19 25 52 115 181 322 575 900
2. Tax 272
19 25 52 115 181 322 575 1,172
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TABLE 2 (page 3)
PROFIT AND LOSS STATEMENT, 1970 — 1994

( as of December 31 of cach year )
In Million Rupiah

1986 - - 1987 ~ 1988 .

I INCOME
1. Opcrating Income
1.1 Intcrest, commision and fees 6,886 8,907 11,836] 19,158 30,336{ 36,855] 41,653] 40,261} 35,908
1.2 Other 161 226 333 393 878 862 2,418 3,350 2,028
2. Non—opcrating Income * 322 425 730 1,844 5,488 9.035 0,846 14,228 532

1986 1990

7,369] 9,558| 12,899{ 21,395\ 36,702 46,752{ 53,917\ 57,839{ 38,468

II EXPENSES
1. Operating Expenses

1.1 Intcrest 4,552 5,817 8,042| 13,4271 19,346| 27,125{ 32,296{ 31,255| 26,386
1.2 Overhead -

1.2.1 Salarics . 541 823 1,039 1,565 2,086 2,653 2,895 3,121 3,572

1.2.2 Other overlicad 869 1,216 1,697 3,156 6,668 5,467 6,692 6,674 5,374

2. Non—opcrating Expenses* 354 448 765 1,886 5,529 9,080 9,8531 14,199 441

6,316 8,304 11,543| 20,034] 33,629 44,325 51,736f 55,249 35,773

I PROFIT / LOSS

1. Before Tax - 1,054 1,254 1,358 1,361 3,073 2,427 2,181 2,590] 2,695
2. Tax 301 387 428 469 967 843 758 900 987

753 867 930 892 2,106 1,584 1,423 1,690 1,708
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TABLE 3 (page 1)

BALANCE SHEET 1970 — 1994

(as of December 31 of cach year)

In Million Rupiah

- - 'DESCRIPTION = © 1970 -] 1971 . 1972 1973 1974 21975 [ 19765555 19T T
I ASSETS
1. Current Asscets
1.1 Cash 6 9 28 50 40 57 123 134
1.2 Bank Indonesia 5 7 25 19 55 80 109 277
1.3 Other Banks 5 4 68 14 18 36 2 42
1.4 Loans Qutstanding 30 191 245 280 351 594 916 1,295
1.5 Rescrve for bad debt
2. Fixed Asscts* 11 26 14 15 22 50 49 . 53
3. Other Asscts 2 | 7 13 11 2 7 6
TOTAL ASSIETS 59 238 187 391 497 819 1,206 1,807
i1 CURREN'I‘LIABILI'HES
I. Demand Deposits 17 24 39 28 47 106 112 148
2. Saving Deposits 1 23 82 103 172 293 560 948
3.Time Deposits 21 138 221 178 198 257 291 425
4. Bank Indoncsia 20 30 25 76 136 128
5. Other Loans
6. Other Liabilitics 9 14 18 19 20 14 23
TOTAL CURRENT LIABILIITES 39 214 356 357 461 752 1,133 1,672
III CAPITAL 20 20 27 30 31 61 65 15y
IV NETPROFIT 4 4 4 5 6 8 20
TOTAL LIABILITIES 59 238 387 391 497 819 1,206 1,807 ||

*Includes land, buildings, vehicles, and office furniture, but excludes fixed assets held in the name of BDB's owners.

Source: Bank Dagang Bali
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TABLE 3 (page 2)
BALANCE SHEET 1970 — 1994
(as of December 31 of cach ycar)
In Million Rupiah
s DESCRIPITION: --cvv: - 19787 .40 1979 1980 1981 . ] - 1982  |....1983:.:: .5
I ASSETS

1. Current Asscts

1.1 Cash 300 386 500 316 228 227 393 627

1.2 Bank Indoncsia 379 528 988 1,596 9m 1,194 1,039 1,104

1.3 Other Banks 15 306 4 276 2,163 5517 4,636 9,446

1.4 Loans Outstanding 1,789 2,663 5,027 7,920 9,753 10,038 14,866 18,512

1.5 Reserve for bad debt
2. Fixed Asscis* 56 7 106 253 3 520 725 902} -
3. Other Asscts 16 262 50 215 181 367 305 739
TOTAL ASSIETS 2,561 4,218 6,681 10,576 13,621 17,863 0 31,330

L CURRENT LIABILITIES
1. Demand Deposils 173 321 407 793 1,122 1,428 1,625 2,545
2. Saving Depsits - 1,549 2,391 31912 6,212 7434 9,080 10,602 13,409
3. Time Dcposits 524 738 1,258 1,803 2,541 3,900 5,821 10,977
4. Bank Indoncsia 83 497 639 860 1,273 1,570 1,554 603
5. Other Loans
6. Other Liabilitics 36 54 104 93 70 156 166 1124
TOTAL CURRIENT LIABILI'TIES 2,365 4,001 6,320 9,821 12,440 16,134 19,768 28,658
111 CAPITAL 165 173 284 576 826 1,076 1,384 1,384
IV NET PROFTT 31 44 71 179 355 653 812 1,283

TOTAL LIABILI'TIES 2,561 4,218 0,681 11,576 13,621 17,863 21,964 31,330




TABLE 3 (page 3)
BALANCE SHEET 1970 — 1994

(as of Deccmber 31 of each year)

In Miilion Rupiah

DESCRIPTION . 1986 . |1987. | - 1988 | 1989 | . 1990. -{ 1991 .-|. ..1992 .| . 1993::|: 1994 -
I ASSETS
{. Current Asscts
1.1 Cash 840 826 900 1,720 2,693 3,187 2,982 3420 3,986
1.2 Bank Indoncsia 1,795 1,677 847 2,278 2,276 1,854 1,930 2508 2,332
1.3 Other Banks’ 12,050 11,429 23,427 60,147 29,052 44,807 47344 63318 46,149
1.4 Loans Outstanding 27,224 36,141 45,826 76,0147 117017 113536| 141,107 155269 163,554
L.5 Reserve for bad debt (1,112) (23128 -—1862 (1,66'21
2. Fixed Asscts” 902 959 1,542 2,670 3,861 4,085 3,561 3793 10,055
3. Other Asscts 1,092 1,089 760 2,106 13,454 20,898 14,650 17978 17,768
TOTAL ASSETS 43,903 52,121 73,3021 144935 168353| 187255| 209262) 244424 242,182
It CURRENT LIABILITIES
1. Demand Deposits 4316 ERYZ) 3,760 9,227 15,893 8,648 9,831 11951 14,218
2. Saving Deposits 18,282 20,637 25,668 39,070 41,704 35,127 39,853 48628 52,897
3’Time Deposits 15,501 21,440 34,079 51,437 69,788 | 103939 119,864 139933} 129960
4. Bank Indoncsia 1,082 1,566 3831 29.433 22,882 13,894 11,250 8601 4,245
S. Other Loans 7,038 8,563 13465 16,488
6. Other Liabilitics 1311 764 869 2,346 2,658 1,730 1,579 1834 2,732
TOTAL CURRENT LIABILTITIES 40,492 47,584 68,2091 1315631 152925| 170376 190940| 224412} 220,540
1T CAPITAL 2,067 3,667 4,165 11,591 13,322 15,295 16,899 18322 19,884
IV NET PROFIT 1,344 870 928 1,781 2,106 1,584 1,423 1690 1,758
TOTAL LIABILITIES 43,903 52,121 733021 144935] 168353 ) 187255 209262 | 244424| 242,182
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TABLE 4 (pagc 1)
BDB DEPOSITS 1970 — 1994
Amount and Number of Accounts
( As of December 31 as of cach ycar )
In Million Rupiah
_DESCRIPTION | - . 1970 S 1975 .
Rp % No.of % Rp % No.of % Rp % No.of %
Acets Accts Accts

TIME 21 54% 25 14% 257 39% 435 4% 1,258 23% 492 1%
DEPOSITS

PASSBOOK t 3% 62 35% 293 45% 10.515 94% 3on 0% 55,341 99%
SAVINGS

GIRO 17 149 90 st 106 16% 211 2% 407 1% i 1%
ACCOUNTS

TOTAL 39 100% 177 100% 656 100% 11.161 1009 5517 100% 56,144 100%

DIESCRIPTION 1985 1990 1991
Rp % No.of % Rp % No.of % Rp % No.of %
Accls Accts Accts

TIME 10977 41% 2,494 2% G6.119 535 10.624 4% 103.957 70% 14,645 5%
DEPOSITS

PASSBOOK 13.409 50% 152,837 98% 41,704 M| 271776 96% 35427 24%)  301.158 95%
SAVINGS

GIRO 2,545 9% 683 0% 15,693 139% 1225 0% 8.648 6% 1207 0%
ACCOUNTS

TOTAIL 26,931 100% 156.014 100%|  123.716 1007%]  289.625 1009 147,132 100%| 317,010 100%

Source : Bank Dagang Bali




TABLE 4 (page 2)
BDB DEPOSITS 1970 — 1994

Amount and Number of Accounts
( As of December 31 as of cach year )
In Million Rupiah

DIESCRIPTION 1992 R . 1993 .
Rp % No.of % Rp % No.of % Rp % No.of %
Accls Accts Acets

TIME 119,864 71% 9.404 3wl 139933 - 0% 8.375 2%) 129,960 66% 7,184 2%
DEPOSITS
PASSBOOK 39.853 24%| 317101 91% 48.626 24%| 328302 97% 52,897 271%|  338.849 98%
SAVINGS

GIRO 9.831 6% 1.173 0% 11.951 6% 1.096 0% 14218 1% 1.169 0%
ACCOUNTS
TOTAL 169.548 100%|  327.678 100%| 200510 100%| 337773 100%| 197,075 100%| 347202 100%

-




TABLE 5

BDB CREDIT HMwainauatlyt 1970 — 1994*

Amount and Number of Accounts

0, 1975

(As of D

In Million Rupiah

. 1980 - .

1985

1990
100,949

cccmber 31 as of each year )

1991
113,536

1992

140,942

148,886

1993 ©

1994

8,285

8,035

8,459

10,364

9,997

*Excluding US § Loans, 1992 — 1994.
Sgurce : Bank Dagang Bali



TABLE 6

SIZE DISTRIBUTION OF BDB LOANS AND DEPOSITS:

December 31, 1994
( In Million Rupiah)

-l

CREDIT
Rp Y% No.ot %o
Accts
< 300,000 49 0% 265 2%
300000 ~ 1,000,000 1,586 19% 2,006 18%
1,000,000 - 5,000,000 13624 85 4,905 4495
5,000,000 — 25 000,000 38.272 23 3.110 286%
25,000,000 * 110023 675 762 7%
TOTAL 163534 100%% 11048 100%%
B TIMEDEPOSITS
Rp Yo No.ot Y%
Accts
< 5,000,000 22366 17% 3970 55%
> $.,000,000 107594 83% 3214 45%
TOTAL 129960 100% 7,184 100%%
PASSBOCK SAVINGS
Rp %o No.ot %
Accts
< 1,000,000 18.774 35% 323,748 96%
> 1,000,000 4322 65% 15401 4%
TOTAL 52896 100%5 338849 100%

* BDB doesnot record Giro by size of accounts

Saurce : Bank Dagang Bali
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5. and 6. The first BDB o
(bottom).




7.and 8. The BDB Lottery for Deposit Accounts. Held four times a year,
the BDB lottery is very popular with savers. Savings account holders
receive lottery tickets automatically; the number of tickets received
depends on the amount of their monthly deposit balance. Earlier the
highest annual prize was a motorcycle, then it became a car. and most
recently a house. A number of smaller prizes are also given at each lottery
drawing. BDB uses the lottery drawing as an occasion (o inform the
audience about the bank's instruments, services, record. and philosophy.

Mr. Oka speaking at BDB's 242ud lottery on March 31, 1994 (tup). The
occasion is attended by representatives from the Bali Provineial
Government and from Bank lndanc.sm. llw Central Bank. BDB staff and
depositors (botton.) -
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9. and 10. 7he mobile savings team that goes on foot (tup ). collecting
savings at a small hotel. The mobile savings teant that travels by van to
areas located further away (boton ), :

2>
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11. and 12. The BDB savings tweam collect savingy fram an ice cream seller

(top) and a pushcart vendor selling soft drinkys amd cigarettox (hottom ),
Both clicmy typically muke daily Jepoyits.
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13. This man. a BDB saver since 1987, aelly sunglasses ia
a ourist ared.
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14. aad 15, BDB muobile weany collecting savingys fram a general store (lop)
and a produce shop (bottonr ). The awner of ithe laiter also has a BDB loan
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vrmren e

2 ‘.\ & 3; "“ l‘ . .‘.:..\

pitog) tanl u clothing
shop (bottom). Both shop owners have multiple BDB accounts for
different purposes.




. 2

18. and 19. Collecting savings from a garmc'ul maker al her enterpris
(top) and from wives of salaried employees at home (bottom ),

¢



20. and 21. 4 man who raises chickens and sells chicken parts (1o
Balinese artist (bottom); both are fong-time 8BDB savers.




22. 4 BDB saver for the puast 20 years. this owner of a
small general store also deposits savings left with her by
customers to be deposited in their BDB accounts,

%



23. and 24. The cuytomer shsen aiove awss ¢ sl sicnd aind sctly
snachs, soft drinky, cigareaes ewd areach, He s saved dach ar 808
since 198V and has aecounts in other hanhs ay well, He worhs from 0 am
12 pordaily. With his savings. he bougit it and buite @ hatse which
he rents 1o the BDB bhranch mauayer ¢ sinsvn with him bolow ),

S8
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25. Along-term BDB customer, owner of a woodcarving
enterprise; this enterprise stavted small wel Jdeveloped ing
a substantial business.
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28. A BDB client who started as a customer with ¢ small
savings account and became a large BDB client. This
woman and -her husband vpened a BDB savings account in
1980; at the time she was a waitress end he a driver, With
their savings they bought a motoreyele which they rented
out. They used the motoreyele for coltateral for a BDB
loan. and they used the loan and the income from the
motoreyele (o start a suall restanrant with four tables, The
business way profitable, and the couple used the profits o
buy tand. They then used the lamd for collateral for a
larger loan and opened a higger restaurani. This process
of using BDB savingys inytrumemy io leverage loans for-new
enterprises. and using profits front cnterprises for savings
has continued uneil the present. The couple now hes
aumerous enterprises of different types. including the
restaurant shown here,
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45, "Get Ahead Foundation in South Africa: Final Evaluation.” Robert Christen, Elisabeth Rhyne,
Doug Salloum, and Jennefer Sebstad. GEMINI Technical Report No. 45. June 1992. [not for general
circulation]
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Also available in French.

5la.  "Morocco: Assessment of Programming Options for Microenterprise Development.” Housni El
Ghazi, Sheila Reines, Steve Silcox, Katherine Stearns, and Matthew Gamser. GEMINI Technical Report
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Report No. 56. April 1993. $19.20

57. "Small Business Development Support Project in South Africa: Concept Paper.” Richard Betz,
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Technical Notes:

Financial Assistance to Microenterprise Section:

*1. Series Notebook: “Tools for Microenterprise‘Programs" (a three-ring binder, 1 and 1/2 inches
in diameter, for organizing technical notes and training materials) and "Methods for Managing

Delinquency" by Katherine Stearns. April 1991. $7.50. Also available in Spanish and in French.

*2. "Interest Rates and Self-Sufficiency.” Katherine Stearns. December 1991. $6.50. Also available
in Spanish and in French.

*3, "Financial Services for Women." C. Jean Weidemann. March 1992, $5.00. Also available in
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*4, "Designing for Financial Viability of Microenterprise Programs.” Charles Waterfield. March
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*5. "Monetary Incentive Schemes for Staff." Katherine Stearns, ACCION International. April 1993.
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*6. “Fundamentals of Accounting for Microcredit Programs.” Margaret Bartel, Michael J. McCord,
and Robin R. Bell. December 1994. $6.30
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Bartel, Michael J. McCord, and Robin R. Bell. February 1995. $5.90
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Programs.” Margaret Bartel, Michael J. McCord, and Robin R. Bell. February 1995. $6.30
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*1. "A Field Manual for Subsector Practitioners.” Steven J. Haggblade and Matthew Gamser.
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*2. "Facilitator's Guide for Training in Subsector Analysis." Marshall A. Bear, Cathy Gibbons,
Steven J. Haggblade, and Nick Ritchie. December 1992. $35.00. Also available in Spanish and in
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*3. "Management Information Systems for Microenterprise Development Programs.” Mark King and
Charles Waterfield. January 1995. $6.50.

Field Research Section: -

S *1 "A Manual for Conducting Baseline Surveys of Micro- and Small-scale Enterprises.” Michael A.
McPherson and Joan C. Parker. February 1993. $13.60. Also available in Spanish and in French.

Special Publications:

*1.  "GEMINI in a Nutshell: Abstracts of Selected Publications.” Compiled by Eugenia Carey and
Michael McCord. Special Publication No. 1. 1993. $10.00
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Linda Rotblatt. Special Publication No. 2. 1995. $14.60

Copies of publications available for circulation can be obtained from PACT Publications, 777 United
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