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Abstract

Challenges to the success of the People's Business Credit Program (KUR) today include
increasing the program's reach, institutions, regulations, empowerment, and strengthening inter-
stakeholder synergies. Some of the problems with KUR include the still low absorption rate, the scheme
which is felt to be inappropriate for all actors, the program’s reach is limited, as well as assistance and
institutional problems. The study aims to examine the challenges and problems encountered during the
implementation of the People's Business Credit Program in Makassar City, South Sulawesi Province. The
research was conducted by applying a qualitative approach, using descriptive analysis method. In this
study it was found that the eligibility criteria for small businesses set by banks were one of the main
obstacles to obtaining KUR. In addition, the ability of human resources to manage finances, which
influences the smooth return of KUR, is also a barrier to their access to KUR. It is hoped that the bank
will continue to channel KUR funds to micro, small and medium business actors and it will be even better
if the channeled KUR funds target new business actors so that the number of MSMEs will increase.
Because it is proven that KUR funds have an impact on increasing the performance of MSMEs both in
terms of the output of the number of MSME units and employment and can increase GRDP.
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Introduction

Indonesia is a promising market for credit businesses due to its low-income population, with both
the government and private sector working together to support lending to communities. Financial
institutions play a crucial role in meeting the needs of the community by channeling business credit to
them. This makes credit distribution the primary business activity and largest asset for financial
institutions, with most of their income generated from interest on credit (Barus et al., 2022). Therefore,
financial institutions must act professionally and responsibly in raising and distributing funds.

On an annual basis, inflation in South Sulawesi in January 2023 was recorded at a combined
inflation of 5.83 percent year on year lower than inflation in November 2022 which was at 6 percent year
on year. Meanwhile, inflation in January 2022 against December 2022, he continued, was recorded at
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0.63 percent of combined inflation in five regions in South Sulawesi in January. Inflation is highest in
Makassar City and lowest inflation in Bulukumba Regency. The highest recorded at 5.93 percent in
Makassar as an economic center in South Sulawesi, which has been coordinated between the Provincial
Inflation Control Team (also known as TPID) and the TPID in Makassar City to maximize control
performance in Makassar City, and the lowest in Bulukumba Regency at 4.12 percent.

The Directorate General of Treasury (DJPb) of the Ministry of Finance of South Sulawesi
Province (Sulsel) noted that the distribution of People's Business Loans (KUR) in South Sulawesi has
reached IDR 8.43 trillion to 187.166 debtors until mid-2022. The highest KUR distribution in South
Sulawesi occurred in Makassar City, amounting to IDR 969.40 billion or equivalent to 11.49 percent of
the total KUR distribution in South Sulawesi. Judging from the economic sector, the largest distribution
of KUR in the South Sulawesi region is in two sectors, namely the agricultural and trade sectors, which
were recorded at IDR 3.63 trillion and IDR 3.06 trillion, respectively. Periodically, the Regional Office of
the DGT of South Sulawesi Province also monitors and evaluates the implementation of KUR
distribution, both from the banking side as a channeling institution and confirmation from the debtor side.
In terms of financial literacy for efforts to realize financial inclusion, the Regional Office of DGT South
Sulawesi also actively conveys information related to KUR and MSMEs through various media, both
social media, electronic print mass media, as well as in various formal and informal discussion forums.

As a big city as well as the capital of South Sulawesi Province, Makassar City is also inseparable
from social problems, especially poverty. Every year the poverty rate in Makassar City increases. In 2015
the poverty rate in Makassar City reached 63.240 people from a population of 1,449,401 people, in 2016
the number of poor people was 66.780 people from a total population of 1.469.601 people, and in 2017
the number of poor people in Makassar City was 68.190 people from a total population of 1.489.011
people.

Based on data from the Ministry of Cooperatives and MSMEs, the number of MSMEs until
March 2021 reached 64.2 million with a contribution to gross domestic product (GDP) of 61.07 percent
or IDR 8.57 trillion. The contribution of MSMEsS to the Indonesian economy includes the ability to absorb
97 percent of the total existing workforce and can collect up to 60.4 percent of the total investment. The
large contribution of MSMEs shows that the Indonesian economy is strongly supported by the
performance of MSMEs.

The development of MSMEs that is quite high at this time is inseparable from problems.
According to Rumbianingrum & Wijayangka (2018), MSME players must face 4 major obstacles, namely
limited working capital, human resources, product and technology innovation, and marketing. Financial
management is one of the main issues that many MSMEs do not develop because if MSME financial
management is not smooth, it will hinder performance and access to financing.

1,199

Figure 1. Data on the Number of MSMEs in Makassar City 2019-2021
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Source: Makassar City Office of Cooperatives and MSMEs

According to data from the Makassar City Cooperatives and MSMEs Office, there were 5,387
MSMEs spread across 15 districts in Makassar City from 2019-2021. However, recent research by Afiah
and Eni P. (2021: 1670) during the pandemic shows that many MSMEs have stopped operating. As of
2021, only 715 MSMEs are still actively operating in the 15 districts of Makassar City. This indicates that
many MSMEs have ceased operations due to financial planning errors, poor financial management, and
insufficient financial management literacy. Therefore, it is necessary to improve financial management
practices to ensure the sustainability of MSMEs.

According to Haan (2021) in (Arin, 2022) the level of non-performing loan ratios that rise in
banks can result in the health and ability of banks to channel credit to the real economy through three
main channels. First, high bad debts can reduce a bank's profits or profits because the income from credit
interest is low, causing funding costs to increase. Second, high levels of bad debts also result in higher
capital requirements. Third, the management of a high NPL ratio can divert important managerial
resources away from core and more profitable activities.

The increase in Non-Performing Loans (NPL) every year is likely to result in fluctuations in the
distribution of people's business loans (KUR) to banks. The increase in the NPL ratio of banks will affect
lending so that banks must provide greater capital reserves (Arin, 2022). In the study (Arsane &
Darmawan, 2021), the distribution of KUR was negatively influenced by NPL. If the NPL increases, it
will have an impact on the bank's low liquidity and will reduce its credit offer.

The growth of the KUR can also be influenced by macroeconomic factors such as inflation.
According to Barra & Ruggiero (2021) inflation is quantitatively proven to directly affect credit quality
which causes deterioration in credit quality. The overall and sustained soaring prices of goods and
services is called inflation (Ramandhana et al., 2018). The increase in inflation can cause credit
distribution to be hampered, it happens because if the inflation rate is high, people will choose to take the
funds that have been invested from banks to meet their living needs (Permana & Dillak, 2019).

According to Khotimah (2019), credit distribution can be affected by inflation. Highly soaring
inflation can have an impact on bank interest rates, therefore it is necessary to control inflation by the
government. If inflation is high and difficult to control, the collection of public funds by banks may be
disrupted. This can also have an impact on the distribution of loans or credit to decrease or stagnate
(Riyantowo et al., 2021).

The study aims to examine the challenges and problems encountered during the implementation
of the People's Business Credit Program in Makassar City, South Sulawesi Province. This program was
designed to provide microcredit to small business owners who may have difficulty accessing traditional
bank loans. The study will analyze the various factors that have hindered the successful implementation
of the program, including administrative issues, lack of awareness and education among potential
borrowers, and difficulties in accessing funding. The findings of the study will be used to provide
recommendations for improving the implementation of the program, with the goal of increasing its
effectiveness and impact on small business owners in the region.

Theoretical Studies
Policy Implementation and Evaluation Theory

The analysis of the distribution of KUR was carried out with the Grindle model approach.
Merilee S. Grindle in the book Politics and Policy Implementation in The Third World (1980), as quoted
by Riant Nugroho in the book Public Policy (2018) that after the policy is transformed, the
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implementation of the policy is carried out. Its success is determined by the degree of implementability in
the content of the policy and the context of the policy (Nugroho, 2021).

According to the Regulation of the Minister of Finance Number 135 / PMK.05 / 2008 concerning
the People's Business Credit Guarantee Facility, the definition of KUR is "credit or financing to MSMEs-
K in the form of providing working capital and investment supported by guarantee facilities for
productive businesses". The MSME-K in question is a decent productive business, namely if the results of
its business are estimated to be able to pay the principal and interest until it is paid off. "The business has
been feasible but not yet bankable (a business that is already running but still has limitations in meeting
the requirements set by the bank (Malano & Tradisional, 2011).

The launch of the KUR is a follow-up to the signing of a Memorandum of Understanding (MoU)
on October 9, 2007 concerning Credit Guarantee and Financing to MSMEs and Cooperatives between the
Government (Minister of State for Cooperatives and SMEs, Minister of Finance, Minister of Agriculture,
Minister of Forestry, Minister of Maritime Affairs and Fisheries, Minister of Industry, Guarantor
Company (Perum Sarana Pengembangan Usaha and PT. Perum Sarana Pengembangan Usaha and PT.
Indonesian Credit Insurance) and Banking (Bank BRI, Bank Mandiri, Bank BNI, Bank BTN, Bank
Bukopin, and Bank Syariah Mandiri). This KUR is supported by the Ministry of State-Owned
Enterprises, the Coordinating Ministry for Economic Affairs and Bank Indonesia.

Economic Growth Theory

In the trading business, added value is only generated from sales costs and profit margins, while
in the production business added value is generated from processing costs (including technology, labor,
and risk), sales costs, and profit margins. Value added analysis is a method of estimating which raw
materials received treatment undergo this change, giving rise to added value which is influenced by the
technology used in the processing process (Ruauw, 2012). On this basis, in the economic activities of the
community, the processing industry (manufacturing), exploration industry (mining, capture fisheries, and
hunting), and aquaculture industry (fisheries, agriculture, and animal husbandry) contribute the largest
added value to GRDP.

Todaro and Smith argue that national income is an accumulation of added value in every sector of
the economy (Todaro & Smith, 2009). For this reason, in the KUR policy, the focus of objectives and
outcomes is to create added value in the economy, through intermediary practiced by banks. Idle cash
owners can optimize their cash to generate added value in the economy, by channeling it as working
capital financing and investment to economic actors who experience a scarcity of capital intermediary by
banks.

Research Methods

This research used a qualitative method with descriptive-analysis, namely explaining and
analyzing problems related to the program and implementation of KUR distribution for small businesses
to increase business activities that had difficulty accessing credit. This study also examined the
constraints of policy implementation related to access to KUR by analyzing primary and secondary data.
From the results of the descriptive analysis, conclusions and recommendations could be drawn to improve
policies and programs related to KUR.

The data analysis used was mostly sourced from secondary and primary data. Secondary data was
compiled from literature and other sources such as books, journals, newspapers, magazines, and the
internet as well as documents related to KUR. To obtain primary data, in-depth interviews were carried
out with relevant agencies such as the Cooperatives and SMEs Office, the Industry and Trade Service, the
Central Statistics Agency (BPS), assisted by interview guidelines. The data analysis technique used in
descriptive research was a qualitative data analysis technique, without using statistical formula tools.
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Results and Discussion
Economic Conditions

Throughout 2017 to 2019, the value added output of Makassar City showed positive performance
as it consistently recorded the following growth rates in 2017 (8,20%), 2018 (8,42%), and 2019 (8,79%).
However, when Covid-19 entered Indonesia in 2020, the economy of Makassar City underwent a severe
correction, namely in 2020 (-1,27%). At the beginning of 2021, it appeared that people's economic
activities had started to resume, and the economic growth rate began to rise to a position of 4,47%, even
though the situation was not completely normal. This illustrated that in 2022, economic growth was
projected at 4.78%, so that the economy of Makassar City seemed to be starting to move slowly. In line
with the above, in 2023, Makassar's economic growth is projected to increase by 5,03%, assuming that
the sectors driving Makassar's economy have recovered, for example, the trade sector has started to run
again. Likewise, the construction, accommodation, food and drink, and communication sectors also have
a big role in the economic growth of Makassar City. The projected value is in line with the target set in
the Makassar City RPIMD, which targets economic growth of 4,81% - 6,41% in 2023.

When viewed at the LDR condition of general banking in Makassar City for the last 5 (five)
years, the condition of general banking in Makassar City was classified as unhealthy, which in this case
meant experiencing liquidity difficulties. This referred to Bank Indonesia Circular Letter No. 6/23/DPNP
dated May 31, 2004, including: (1) Healthy — 50% < a ratio of < 100%; and (2) Unhealthy — > 100%.
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Figure 2. LDR Condition of General Banking in Makassar City

In terms of regional competitiveness, this condition, as explained earlier, will affect investors'
judgment in making investment decisions so that it will simultaneously affect the demand and supply of
shares in the capital market, as well as specifically on the growth of MSME loans, where in several
studies related to the influence of LDR on the growth of MSME loans prove the positive influence of
LDR on the growth of MSME loans. As is fundamentally known, MSMEs have proven to support the
Indonesian economy, especially during the monetary crisis of 1997 - 1998. They survive because the raw
materials used are local materials and the market orientation is domestic. Therefore, it can be assumed
that the higher the growth of credit to MSMEs in an area, which is clearly influenced by the ratio of loans
to bank deposits, the higher the economic competitiveness of a region in the face of an economic crisis.
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Conditions and Development of Small Business

Based on Article 43 of the MSME Law that, when this Law comes into force, all laws and
regulations related to MSMEs are declared to be still valid as long as they do not conflict with the
provisions in this Law, therefore Government Regulation Number 32 of 1998 concerning Small Business
Development and Development in Article 2 states that the guidance and development of small businesses
is carried out by the government, the business world, and society, both individually and together, and
carried out in a directed and integrated and sustainable manner to realize small businesses that are
resilient and independent and can develop into medium-sized enterprises (Suhardi et al., 2012)

In 2020, the contribution of Micro and Small Enterprises to GRDP decreased compared to the
previous year. This was due to a re-evaluation of the number of MSMEs in Makassar City, which found
that many micro, small, and medium enterprises were no longer active due to their inability to develop
their businesses or compete with the advancements in digital technology. The main reason for this was the
impact of the Covid-19 pandemic, as many micro and small businesses struggled with business capital
and experienced decreased or below-normal incomes, resulting in losses and an inability to continue their
operations. Despite this, MSMEs in Makassar City play an important role in contributing to the city's
economy. To increase the productivity of micro-enterprises, there should be a greater focus on developing
MSMEs and increasing their population.

Table 1. Data on the number of Micro, Small and Medium Enterprises
in Makassar City

No | Description 2016% | 2017% | 2018% | 2019% | 2020%
1. | Number of Micro and Small Enterprises 13919 | 14089 | 14526 | 16.039 | 9.958
2. | Total number of SMEs 16228 | 16428 | 16865 | 17.123 | 13.277
3. Eg(r)(;entage of Micro and Small Enterprises (1/2 x 8577 |8576 |8613 |93.66 |7501

Source: Makassar City Office of Cooperatives and MSMEs, 2020

Small Businesses that grew to reach 13,277 units with the number of assisted MSMEs increasing
their turnover in 2020 by 25 MSMEs from the target of 50 MSMEs, as stated the number of standardized
MSME products was not realized with the impact of the Covid19 pandemic budget reallocation or budget
refocussing but with the pandemic MSMEs continued to struggle during the pandemic and followed
market demand to be able to survive so that the number of new entrepreneurs in 2020 grew by 35 SMEs.

The number of cooperatives that received capital assistance in 2020 was 7 cooperatives out of the
target of 5 cooperatives so as to reach 140%, high category performance achievements there were 7
cooperatives that received revolving fund capital assistance (LPDB) OF the 11 cooperatives given
recommendations, while the number of SMEs that received capital assistance with a performance target
of 150 SMEs with 100% performance achievement, namely the number of SMEs that have been
submitted for credit applications in the SIKP system is 4.429 SMEs and the 68 MSMEs that have been
debtors or have been approved for business credit assistance from banks have been realized to reach
100% of the jam performance target, SMEs also get Banpres assistance or assistance for micro-
entrepreneurs (BPUM) based on the regulation of the Minister of Cooperatives and SMEs No.6 of 2020
as many as 25.730 MSMEs. However, the total number of SMEs that get assistance from Banpres or
BPUM has no data from Bank BRI.

The percentage of active cooperatives until the end of 2019 the number of active cooperatives
was 1092 and at the end of 2020 the number of active cooperatives increased to 1,118 active cooperatives
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from the number of cooperatives in Makassar City 1,606 cooperatives or realized 69%. Meanwhile, the
percentage of non-BPR SMEs has decreased but not too large a decrease, where the percentage of non-
BPR / MFI SMEs in 2016 was 99,95% while in 2020 it was 99,90%, but this condition shows that credit
absorption for SMEs is still at the same number only needs efforts to increase its absorption in order to
encourage SME economic activity in Makassar City.

Microfinance institutions (MFIs) are institutions that provide deposit, credit, payment services
and money transfers aimed at the poor and small entrepreneurs. MFIs function as institutions that provide
various financial services to the poor and small entrepreneurs. The percentage of active BPR/MFI has
increased in the last 5 years, namely 17,24% in 2015 to 41,37% in 2019. The number of active
BPRs/MFlIs has doubled, from 5 units in 2015 to 12 units in 2019.

Effective working capital is very important for the company's long-term growth continuity
(Rahman et al., 2021). This can have a positive impact on increasing people's income and welfare. In
looking at the problem, the government does not stand still. In fact, there have been many bank and non-
bank financial institutions that offer working capital loans for business actors, with competitive interest
rates and easy procedures. Working capital credit or productive credit is credit used to improve business
(Firdaus et al., 2003). This working capital credit is specifically given to business actors, who will
develop their business or increase business productivity.

Realization of the KUR Program and its Problems

The development of KUR channeling institutions occurs in line with the development of SMEs
and there are still many obstacles for SMEs to access sources of financing from formal financial
institutions. In addition, the development of this financing institution is also inseparable from its
characteristics that provide convenience to SMEs in accessing sources of financing.

The role of the KUR channeling institution in this case the channeling bank was seen when the
Makassar City Government asked to provide an overview or socialization of the KUR in front of business
actors. As a result of this socialization, it encourages micro-entrepreneurs to apply for loans and through
the BRISpot application. Business actors can easily apply for a KUR loan and realize it for a maximum of
two days. Furthermore, in interviews with informants, it is known that the requirements attached by
micro-business actors are enough to complete documents, including: Identity Card (KTP), Family Card
(KK), Marriage Book, and Business Certificate.

Efforts to develop cooperatives in Makassar City have made encouraging progress from 2016 to
2020, as evidenced by the increase in the number of cooperatives, members, and business volume. The
number of active cooperatives increased from 1.118 in 2016 to 2020. Additionally, there were 215.241
cooperative members during the same period. This growth is attributed to the effective allocation of
revolving funds for cooperatives, particularly in savings and loan activities, enabling them to provide
better services. Moreover, cooperatives were able to provide employment to 2.445 individuals, with 605
managers overseeing their operations. In 2016, the business volume of cooperatives was IDR
638.741.487.000,-, with its own capital amounting to IDR 309.532.429.000,-, and outside capital of IDR
100.362.98.000,-. By 2020, the business volume of cooperatives increased to IDR 779.100.342,-, with its
own capital amounting to IDR 382.685.493,-, and outside capital of IDR 263.548.026,-, which was
partially facilitated by the government through MAP, fuel subsidies, and other programs.

Government facilities and support also play a role in improving the ability of cooperatives and
encouraging member participation to transact with cooperatives and increasing member participation in
cooperative capital so as to achieve residual business proceeds of IDR 26.564.383,-. The productivity,
profitability and services of cooperatives increase and encourage the participation of members or
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prospective members in utilizing cooperative institutions as an alternative to the development of the
people's economy in Makassar.

The problem of KUR and capital information is a problem that is generally felt by business
actors, especially MSEs. The limited capital that is still low from MSEs is caused by the low accessibility
of business actors to formal banking credit institutions so that they tend to rely on their business financing
from their own capital or other sources such as family, relatives, or even loan sharks.

Some of the problems that are still faced related to the development of Cooperatives and Small
and Medium Enterprises in Makassar City based on the Strategic Plan for 2021-2026 of the Makassar
City Cooperatives and Small and Medium Enterprises Office are as follows:

1.The percentage of the number of Cooperatives conducting the Annual Member Meeting (RAT) and
the percentage of the number of active Cooperatives is still not optimal due to several factors as
follows:
a. Limited range of services, facilitation and guidance of MSMEs
b.Budget constraints/budget allocations are relatively small
c. Limited resources of the apparatus in comparison with the level of

2.Significant Cooperative growth All the potential of cooperatives and MSMEs has not been recorded

optimally due to the following factors:

a.Unmanaged data and information sources that support the coaching and service process so that
data sources are still minimal.

b.There are Cooperatives and MSMEs that change locations or close without written notice to the
Cooperatives and SMEs Office.

c. Budget constraints/budget allocations are relatively small.

d.Limited apparatus resources compared to the significant growth rate of cooperatives.

3.The promotion of superior products of Cooperatives and MSMEs has not been maximized, which is
due to several factors as follows:
a. Maximizing promotional events for superior products of Cooperatives and MSMEs through the
provision of sustainable budgets.
b.Synergy and cooperation with National and Ministry programs.

4.Facilitation of financing programs for cooperatives and MSMEs there are several obstacles as
follows:
a.Unmanaged data and information sources that support the coaching and service process so that
data sources are still minimal.
b.The orientation of establishing cooperatives and MSMEs is only to get capital assistance and
not for business development so that the business does not run optimally.

In order to increase the distribution of KUR and cultivate MSME actors so that they can survive
and grow, there are at least 3 things that can be done, namely:(Rompas, 2022)

Increasing access to KUR through KUR channeling banks so that they can reach people in remote
areas; In Makassar City, the highest business fields driving GRDP are in the agriculture, forestry and
fisheries sectors. Farmers in Makassar City are business actors who generally work in rural areas and far
from the center of the crowd. These farmers will find it difficult to access the KUR provided by banks far
from the farmers' locations. Banks need to increase the number of banking credit analysts and massive
socialization both through social media and pamphlets in order to attract more potential debtors in the
regions. It is hoped that this can reach farmers (potential debtors) who are in the interior, so that it will
increase the distribution of KUR in the agriculture, forestry and fisheries sectors.
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Intensive education to MSME actors. Education to MSME actors can be carried out by the
relevant offices in collaboration with banks, ministries, institutions, SOEs, and non-governmental
organizations. All parties must be a buffer in supporting MSMEs. One example, at the Ministry of
Finance, an MSME coaching program has been created with training on product branding and packaging,
entrepreneurship, financial recording and bookkeeping, online marketplaces, export preparation and other
online trainings. In the training, it was also introduced what KUR is, how to get KUR business capital
and its benefits in order to develop a business. After the education is carried out, it is hoped that there will
be investment interest from MSME actors who eventually the MSMEs access the KUR to meet the needs
of additional business capital.

Financial inclusion is crucial for MSME players. Once MSMEs have strengthened their capital
base, the next step is to market their products. The evolving consumer behavior calls for MSMES to adopt
digital financial infrastructure. With the help of gadgets and information technology, marketing and
financial management can be directed towards the target audience. MSMEs must switch to digital
platforms to sell their products without being constrained by space and time. Additionally, MSMEs can
collaborate with government offices, hotels, banks, airports, restaurants, and tourist locations to promote
and sell their products. One example of this is the MSME Shophouses located in the Regional Office of
the Directorate General of Taxes (DGT) in North Sulawesi. These shophouses provide a space for
displaying MSME products that have been fostered in collaboration with banks. These products can be
purchased with QRIS or by directly contacting the relevant MSMEs.

In addition to collecting funds from the public, credit is a form of implementing the bank's main
function in distributing funds to parties in need. And MSME credit is a type of productive credit that
plays a role in financing or providing funds to micro, small, and medium enterprises.

Sari (2016) stated that the distribution of MSME loans has a significant effect on the GDP growth
of MSMEs. MSME loans have increased every year where the percentage is higher than the total loans
disbursed by commercial banks. The increase in the number of MSME loans disbursed will help MSME
actors to develop their businesses, increase business units which will also cause an increase in manpower,
meaning that these two things will have an impact on increasing output per business unit and output per
workforce. It is increasingly clear that the distribution of MSME loans plays a big role in the growth of
MSME GDP, because to obtain a large output value or GDP, a business also requires large costs that can
be obtained through loans, namely MSME loans. It is the same as previous research that has been carried
out by (Rachman & Sriyanto, 2012). MSME credit is part of working capital credit intended for
businesses that meet the criteria for MSMEs. In addition, the People's Business Credit, which is one of the
MSME credit schemes issued by the government, also contributes greatly to the development of MSMEs
themselves (Anggraini & Nasution, 2013).

Companies that are in the real sector certainly need capital to start or run their business. The need
for funds needed for both investment capital and working capital is often the main problem faced by
companies engaged in any field. Fithriyah & Malik (2010) explains that the increase in banking credit is
due to an increase in manufacturing companies borrowing credit, and resulting in growth in the industry.
In this case, MSMEs that have dominated most businesses in Indonesia also require costs to carry out the
production process. Because the number of units is large enough that it can help absorb most of the
workforce where the labor problem is one of the threats to achieve economic growth.

Based on the regression model results in this study, the number of MSMEs is a key factor that
contributes to economic growth. Increasing the number of MSMEs in Indonesia is a priority for the
government, and this can be achieved through various steps, such as facilitating business permits for
MSMEs and improving overall economic conditions.
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The correlation between credit distribution and Gross Domestic Product (GDP) is positively
significant. This suggests that as the government increases the distribution of credit, there will be a
corresponding increase in the GDP of Indonesia. However, the insignificant impact indicates that the
government needs to reorganize its approach since credit provision alone does not significantly impact the
GDP. Therefore, the government's efforts to increase GDP in specific business fields rely on consistent
and sustainable initiatives from MSMEs. Entrepreneurs should innovate and follow government
regulations to meet these expectations.

The expansion of MSME working capital financing is carried out with an approach to encourage
banks to provide soft loans to MSMEs. Thus, MSMEs have sufficient working capital in running their
business. This policy is necessary to maintain MSME liquidity This program is targeted at 23 million
MSMEs who have never received financing from banks and financial institutions.

The Cooperatives and MSMEs Office plays a critical role in facilitating the issuance of
certificates and recommendations for cooperatives to obtain assistance or revolving funds from
institutions like LPDB, a lending institution under the Ministry of Cooperatives. However, after
cooperatives receive soft loans, they often fail to provide a copy or delivery of the loan agreement to the
Cooperatives and MSMEs Office, making it difficult for them to monitor the loans that have been
disbursed. This presents a weakness in the system since the lack of documentation can lead to issues when
problems arise with the soft loan. After the soft loan has been disbursed, a written submission should be
made to the Makassar City Regional Government via the Cooperatives and MSMEs Office. This
submission serves as a basis for conducting supervisions to prevent undesirable outcomes.

Conclusion

In essence, the People's Business Credit Program (KUR) is crucial for the development of
agribusiness in Indonesia, which is characterized by small-scale operations and limited capital
capabilities. The program aims to provide much-needed capital for micro and small businesses that are
economically feasible but not yet bankable. To improve the program's effectiveness, several changes have
been made to the system and implementation procedures, including the credit ceiling limit, joint
responsibility system, business partner reach, and interest expense level. Additionally, credit coverage has
been expanded for smallholder plantations and livestock businesses, which have the potential to drive the
national economy.

The government and distribution agencies have already conducted various socialization activities
related to the People's Business Credit (KUR) program to inform people about the benefits of obtaining
business capital funds through this program. However, it is crucial to continue such socialization efforts,
especially by local governments and distribution agencies, to reach and educate more people who want to
start their own businesses and need an initial fund for business capital. This will help prevent micro-
entrepreneurs from falling prey to loan sharks who charge high interest rates.

In conclusion, while the Makassar City Government plays a vital role in promoting the benefits of
KUR for the development of micro-enterprises, KUR channeling banks must also provide education to
the public about its existence. This will help prospective debtors understand how KUR can benefit their
businesses. Additionally, banks should educate borrowers on proper financial management to ensure that
they can use KUR effectively and responsibly. By working together to promote financial literacy and
responsible borrowing, the government and banks can help drive the growth of micro-enterprises in
Makassar City.
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