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Exercise 6.2
The Indonesian Concept of ‘Arisan’

The following is based on Rory Ridley-Duff’s report to British Council Indonesia after a visit to Jakarta in 2012.
Consider the case of social entrepreneur Yoos Lufti, whose credit union movement in Indonesia was studied by Dr Maria Radyati at Trisakti University in Jakarta. Indonesian saving/borrowing clubs are based on the concept of Arisan (mutual interaction), and Yoos Lufti helped to establish the Tanggung Renteng (a savings/loan co-operative). Yoos has established over 500 groups where people initially socialise together, then apply for loans by providing each other (and other institutions) with a ‘mutual liability guarantee’. Under a mutual liability guarantee, a group of people apply for a loan together and agree to pool their repayments to repay the lender. If one member cannot make a repayment, the other borrowers cover it while they help the defaulting borrower deal with the issue that led to their default. This form of financial management ensures each person helps and supports others in their immediate community. 
Lufti claims that Muhammad Yunus visited her in the mid-1970s to discuss the model, and Yunus then adapted it for the Grameen Bank. In western writings, Muhammad Yunus’s approach has been labelled ‘social collateral’ for the purposes of a loan guarantee (see Chapter 3). Important in the tradition of Arisan is building the ability of people to speak before their peers, improve their capacity to articulate their circumstances, improve their negotiation skills and increase their confidence as part of a supportive community. Lufti also reports that loan default rates are 'almost zero' (confirmed by Dr Radyati) and this means money can be lent at interest rates of 1-2% - the level at which Keynes suggests economic development can be optimised.
Tanggung Renteng is organised entirely around women in Indonesian communities, but there is potential to apply it to other contexts: a) groups of employees entering into a ‘mutual liability guarantee’ to capitalise a CME; b) groups of CMEs entering a ‘mutual liability guarantee’ to develop a joint venture. Trust issues in western cultures may be a barrier, but the economic advantages of mutual liability may be sufficient to justify investigation. Tanggung Renteng, however, reported barriers to the participation of organisations (from Indonesian Law) so they will require changes similar to those just introduced in the UK. Both the UK and Indonesians can learn from the linkages established in the Mondragon Co-operative network between savings/loans co-operatives, industrial enterprises, social insurance schemes, education and research to strengthen their social economies.
I was particularly taken with the concept - and achievements - of the ‘mutual liability guarantee’. The reduction in the cost of capital alone produces millions (billions?) of additional investment capital for the social economy over time.
Investigate this idea in your own national context and consider carefully: 
· What are the cultural and legislative enablers and barriers to a ‘mutual liability guarantee’?
· Could ‘mutual liability guarantees’ help credit unions and crowd-investing schemes to develop more rapidly?
· [bookmark: _GoBack]Can you devise a ‘mutual liability guarantee’ scheme for your country that would enable more workers to finance their worker co-operatives and employee-owned business?
 Rory Ridley-Duff and Mike Bull, 2018		Creative Commons 4.0 Licence
image1.png




