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•• Summary  Recommendations 

Ministry  of   Industry 

Concurrently with  the  initial  preparation and  subsequent 

implementation   of the  S year  Industrial   Development   Plan   the 

Ministry  of  Industry should advise  etch   Directorate  General 

within the Ministry to concentrate  on  the   following 

1. The promotion of  transfer of ownership of Government 

Industrial  Enterprise  to the  Private  Sector. ìuu. ±L. 

2. The  identification  of  investment  possibilities   (domestic 

and  foreign)   in the priority  areas detailed  in Section 

V-A of   this  report  with  particular eiphasis   to export 
warkets. i^^yt^t). 

Note;      A  suggested  fornat©   (Annex   I)   is  recommended   as 

a fuidc  to  each  Director  General   for  the 

«fathering of pertinent  pre-investment  information. 

As these  fact  sheets   on   investment  possibilities 

are  completed they should be «ade  available  to 

Basindo for  financial  review and to  the Invest- 

ment   Poard  for  investment  promotion   i.e.   loccl, 

foreipn or joint  venture   as  required. 

Copies  of the  investment   possibility  fact   sheet 

nust  also he »ade  available to the   International 

Finance Corporation   (I.F.C.I and the   Private 

Investment  Corporation  of Asia   (P.I.C.A.)   as  well 

as  other interested  Local   and  International 

Development   Bankinf  Institutions. 

J,  The   identification  of,   in  cooperation with   the ASEAN 

countries,   Industrial  possibilities considered feasible 

for  Bilateral  as well   as Multilateral  comoatibility  on 

the basis  of complementary or preferential   tradinf 
agreements.^Ay. JH\ 

4.  The promotion of Social  Development Prolans  for  industrial 

employees  and workers  in cooperation with private  enter- 

prise   for housing,  isedical,   recreation,  education, 

transportation,  training?,   etc.   facilities. fWi^ 
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II. Ministry  of   Industry Objactiva 

III. Priority Prejtcts 
IV. Rtquirantnts   -  Priority  Projtcts 

A -   1.     Gov#r«it«nt  Davalonnant  Corporation 

1   -  A. Objactiva 
1   -   E. Direction and administration 

1   -  C. Corporation Responsibility 
%   -   D. Promotional Activity   (Invaatnant  Cantar) 

I   -   E. Technical  Department 

1   -   P. Financial  Dapartnant 
1   -  G. industrial  Sarvicas   (Supervisad Graditi) 

I   -  H. Projact  Identification for Invaatnant 

A - 2,     Privata Development  Bank 
1. Industrial Parks/Estataa  Progran 

C. Merchandising Mart 
D. Cantra! Public and Bondad fsrehoust Coupla* 

B. Ministry of  Industry Program 

I Industrial Policy lecommandâtions 
2. idantifieation  -  Pro-faasibility Projects 

S. Industrial Planning   (5 year progran) 

P. Manateient Training 
G. Transfer of Ownership   CCovom.ant to Privata) 

H Social  Development  (Privat*  Enterprise) 
I. import Pro.otion  Incentives  Propra« C«ortd Harkots) 

j. ASEAN Economic Cooperation  and Collaboration 

EN/as 



7 ^*^^^^i 

f.     investMnt ••••IbilitUs ;   Priorities  and  Livltatlons 

A. mottMBt Priority AMAS  (Do»«»tic and  For.if») 

B Foraign  Imatnant  Limitations 
d I...itri.l »rojoctt RoojiirlBf  Foraig«  Participation 

VI.    Ttchnical  Allattanti 

A, G • n  •  T a  1 

I, S f> •   c   1  * i  <• 

EM/«» 



v* 

- 3 - 

I  n  d  o  n  e  s   i   a 

In dm triti  Development  Progre« 

*•     National   Planning  Objectives 

îndontsia's   fifft   attmpt   at  planning,   the  Econonic  Urgency 

program  of  1951»   was  designed to  concentrate  on increasing 

the   out-out  of  consumer   goods  and   the  processing  of 

domestic  raw Materials.        Due  to  the   lack   of experience  of 

the   Indonesian  Government   in  overall  planning  and  in  the 

execution  of  such  planned  projects»   the  Econonic   Urgency 

Progran  of  1951   was  not   very  successful. 

The   1956   -  60  Five  Year   Dev#lop«ent   Plan  was  a  realistic 

assessment  of  the   long-range  needs   and  objectives   for 

Indonesia,   however,  due   to   lack  of  funds   for budget   support 

and  the   internal   unrtst   durinf this  period  only  a  few  of 

the  major  objectives were  realiied. 

The   Eight  Year  National   Over-all   Development  Plan  of  1961 

-  69  was   the  most   ambitious   of all   and  was   prepared by 

th«   National   Planning Council   (IAPP1NAS).        In   general   it 

consist  of establishing  public  investaent   projects   designed 

to  contribute  directly  to  the  national   economic  development 

of   Indonesia  and   were  to be   financed   froi*   income  received 

fro"« the   eight  Major foreign  exehnnpc   earners,   oil,   tiftber, 

fishery,   copra,   rubbtsr,   tin,  bauxite   and  touris«.       The 

plen  failed  because  of  the  national   internal  difficulties 

3nd  the  unrealistic projections  of  the  magnitude   of thf 

financial   returns   anticipated  frow  the   industrial   projtcts. 

Th«  new  Govtrnnent  under  President   Suharto   introduced  a 

new  five  year plan  April   1969   -   1974  with   emphasis   on  the 

agriculture sector  and with  priority to the production and 

processing  of  foods   for   local  consumption  and  txport. 

iN/as 
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Priority consideration in the developient of industry in 

Indonesia would be given to industrie activities 

supportine the agricultural sector.  However, the 

President oflndonesia in his speech of August 17» 1970 to 

the Congress stated the following: 

••An economic structural weakness of the Indonesian economy 

is the fact that the greater part of Indonesia's export 

consists of raw »ateríais being the product of agricul- 

ture and «ining.   Such an export composition has nade 

Indonesia's econony very sensitive to price fluctuations 

of raw materials in the world market. 

This structural weakness should in the long tun be 

•li.inato* ani further economic develop«^ should «ake 

Indonesia an Industrialised country, in order to grow 

quicVly and .cciuaulatively.   In the long *«« Indonesia's 

export «.position should be «ore sound in the sense that 

her export has to consist primarily of finished goods 

bein, the products of her industries.   In short, what 

has to be acco.plished in the lonP run is • fundamental 

change of the economic structure of Indonesia. 

The building up of industries on a tig scale is only 

possible with the help of a stronf aPricultur.l bans. 

Industry needs »arket and industry needs raw »ateríala. 

If the agricultural sector processes quickly, it wans 

that the rate of inco-e of the greater part of the people 

also increase so that narkets will 5row quickly accomo- 

dating the products of industries.   Beside, a speedy 

development of the agricultural sector will also increase 

,.« material» supplies for the industrial sector. 

Moreover, industries need manpower while »anpower need 

food.   If the agricultural sector is unable to supply 

sufficient foodstuff constantly, the development of tha 

EM/as 
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industrial stctor will be endangered.   The developoent 

of industry needs eauipment tnd capital which in the first 

stages, will have to be imported.   For this purpose, 

very large suis of foreign exchange are required.   At 

this stipi there are sectors that are producing a lot of 

foreign exchange and that art potentially still capable 

to produce «ore foreign ©xchanpe earning; these are the 

agricultural and «ininp sectors.  If these sectors are 

unable to frow quickly, no foreign exchange will be 

available to increase the process of industrialisation. 

As such, it is but clear that although the long-term 

objective is to create an industrialiied country that will 

prow quickly, however in its first stare priority has to 

be nlaced on the speedy développent of the agricultural 

sector.  It is only with a strong and productive agricul- 

tural sector that favourable conditions can he created 

enabling a rapid process of industrialization. 

The sa» applies to the export composition.   In the l^nr> 

run Indonesia's economy must ?ct rid of her dependency on 

the export of a number of raw materials that are very 

puch influenced by the world parket.   Put this would 

only become a reality in the future if from now on we 

exert all our mipht  and develop the existinp source of 

export comodi ties.   It was with those consideration that 

the agricultural stctor was chosen as the core of this 

first Five Year Development an^ that it was decided also 

to step up the export of agricultural and wininf products. 

This does not mean that industrial development is neglected. 

In this first Pive Year Deveionwent Plan priority is given 

to industries supporting the agricultural sector, nediuB- 

size and small industries which offer employnent opportu- 

nities, and foreign exchange earning industries". 

EN/as 
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The Pive Year Development Plan for the period 1969/70 to 

1975/74 indicates that the long-ter* objective in 

Indonesia if to build an ecenopic structure with a 

balanced agriculture and industry sector.   The Government 

recognizes that while at present emphasis is placed 

primarily on agriculture, preparation are being «ade to 

continue the expansive deve!opinent of industry in 

Indonesia. 

11.  Ministry of Industry.Objectives 

The «ajor objectives of the Ministry of Industry in 

Indonesia is to define» coordinate and assist in the 

implementation of the »ajor private and public development 

projects considered as necessary prerequisites in the 

formulation of a sound and effective Industrial Develop- 

ment Program  External Technical Assistance available 

fron a number of sources vili be required to effect more 

efficient public and private development projects and 

activities through improved planning practices by the 

Ministry related te the needs of the industrial and 

commercial communities in coopération with the private 

business sector. 

Accelerated public and private enterprises development and 

investment will be accomplished through the creation of 

new and the strengthening of existing bankin«? facilities, 

increase mobilization of domestic savings and foreign 

investment, »odernization of production, »arketlng ware- 

housing and distribution systems, utanagenent improvement, 

regional planninf and development, industrial and invest- 

ment promotion, small industry and handicraft improvement 

and Industrial Parks/Estates Development. 

EN/as 
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HI.     Priority Activities 

The   followint priority  activities   address   thenselves   to 
tht  above   stated  objectives: 

J - A. 

3 - i. 

3 - C 

S - D. 

Public and private development and investment 

institutions to be prinarily «sponsible for 

stimulating private enturprise activities. 

The establishment of industrial parks in several 

areas of Indonesia with an assured supply of 

electricity, water» transportation and food 

roads, 

The establishment of a ««rchandislnf nart to 

exhibit and promote Indonesian products manufac- 

tured within the park and other industrial areas 

of Indonesia'. 

The establishment of Central Public and Bonded 

t'arehousin? CO^IM and a distribution center to 

initially service Djakarta area and to he  expanded 

to cover the entire coyntry. 

E.  The« establishment within the Ministry of Industry. 

1. A systeB for recosnending new, improved or 

modified policies, incentives and measure to 

expedite domestic and foreign investment in 

Indonesia industry. 

2. A procedure for the preparation of pre- 

feasibility studies with the ennhasis on 

parket potential of specific projects with the 

greatest like'.mod for local and foreign 

investnent. 

(Import substitutes, export possibilities 

agrobusiness and draw buck assembly operations 

préférable in a free port ione). 

EN/as 
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3.     A committee  to  prepare   lone  ter«   general   plans 
of the  major  sectors of   industry   (private   and 
state)   in  cooperation with  the  National 
Bureau  of  Planning  and   to  identify special 
projects   within  the major sectors   to be 
investigated   far  possible private   investment. 

3  -   E.    The  expansion  of aanageaent   trainine.   programs 
(top manate«   as  well   as second  and  third  eschelon) 
in  cooperation with  the Ministry of   Industry 
Acadeny of   Industrial   Management   and   th«  sever«! 
private  Menacèrent   Associations   and   Institutes. 

S   -   G.     The   establishment   of  an  ';Exchanpe Market''   in 
Inionesii as   an agency  to: 

1. pronote   th«  transfer of  ownership  of foverntntnt 
industrial  enterprise to the  privat«  sector. 

2. prowete   a broad based private  ownership  of 
such  transfer. 

3. encourage   sales  to  the   general  public,   of   shares 
of such   holdinfs   in the   open market  at   low 
denomination   Uniting  the  number   of shares 
permitted  to be  purchased by  any   ont  share- 
holder. 

3   -   H.     A survey  to   investigate  the   interest   and potential 
of   Indonesia privata  enterprise participating   in 
social  development   for   industrial workers   such   as 
housing,  health,  medical,   recreation   and  educa- 
tional  programs,   sponsortid   and  financed by  groups 
of  local   industrialists   in   cooperation with 
conpany employees. 

3-1.     The  orfaniiation of a*. Export  Pronotion  Incentivts 
Protra« sponsored, by the Ministry of   Industry. 

3  -  J.    The  establishment  of a   full   time workint committee 
sponsored by   the  Ministry of   Industry   to explore 
Asian Economic Cooperation  and collaboration. 

EN/as 
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IV.     Requirements  for Priority  Activities 

Development  lankinj,   Industrial   Cyd.it   and  Investwent 
Promotion  Facilities. 

A. Public »nd privat« development and investnent institutions 

to bt primarily responsible for stimulating private enter- 
prise   activities. 

A   -   1.     Govtrnstent  Developaent   Corporat ion 

The  Indonesian  Development   Bank   (SAPINDO)   must  be 

reorganiied or a  new  institution  created   to be 

primarily  responsible  for  the   acceleration  of 

private   enterprise   activity,  development   and 
investment  in   Indonesia. 

Indonesia aust   establish   as  soon  as  possible   an 

effective  Government   Industrial   Development   Cor- 

poration.       This   corporation  shall  be  a   legal 

entity  with  its   own  resources;   enjoy  lutonowy   in 

the  administration  of  it«   capital,   operations   and 

services   and  shall   enjoy   the  right  to contract 

oblifations.       The  Corporation   siali  have   the  power 

to establish branches»   afencies   and  representation 

in  Indonesia or   «broad   at   its  discretion. 

1   -  A.     Objective 

The Government   Development   **»nk   objective 

is  to  serve  the   State  as   an  active   instru- 

ment  for   the   realisation   and  financint of 

national   plans  directed   in  penerai,   to 

promote   the   industrial   development   of 
Indonesia  and pnrticular  to: 

Promote,   increase  and  diversify   the 

industrial  production  of  the   country,   for 

international   consunption  and   for  export. 

EM/as 
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Improve  the  txistlii§ national  systems   of 

distribution  and narkttint of  industrial 
production. 

-  Promote othar  related activities  designed to 
stranfthan  the  national  tconony a»nd  to provide 
permanent  and profitabla employment   to  the 
national   labor  fore«. 

i Direction and Administration 

Tha  Government  Development  Corporation must  be   governed 
by a  Board of Directors   composed of seven  Directors; 
threa   appointed by  the   Government   fro« Trade,   Industry, 
Agriculture  of  Labor;   a   «presentitivi  of  the   Central 
Reserve   Bank  of  Indonesia,   appointed by  the   Board  of 
Directors   of that  bank;   a  representative  of  the   Private 
lankinf  steter;   a  représentative  of the  Private   Industrial 
Sector;   and  ont  Director   in  tha   capacity  of  President  of 
tha   Poard  of  Directors,   appointed by  the   President   of the 
Republic. 

Tha   loard  of  Dir«ctors  will  be   called upon  on   determine 
the  general  policy  of  tha  Corporation. 

A Manager will  be  in  charfe  of  the  administrative   activi- 
ties  of the  Corporation. 

1   -   C.     The  Corporation   Responsibilities 

1. Stimulate  the  estab lishr.ent,   expansion   and   diversifi- 
cation of  industrial   enterprises. 

2. Grant   short,  medium  and   Ion?  tern  loans   at   reasonable 
terms  and interest   rates. 

3. Guarani«« obligations   for private investors   vhen 
feasible. 

4. Finance  project  through   loans  and equity  participation. 
5. Establish  or directly  undertakt  to  finance   economic 

necessity projects,   provided  that  those   projects  can 

EN/as 
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not  been  initiated   or   financially  supported  hy 

©rivate enterprise,        !tf1itn  such  project  become 

profitable  stock   shares will  be  sold to  the   privat« 

sector. 

6.     Conduct  related  educational   activities. 

?.     Provide research  services which promote  the   industrial 

development  of  the   coyntry. 

The  Corporation  will   alio coordinate  the   services  of 

the   following  activities  as   detailed below   and  as 

diagrammed  in  Chart   A. 

Promotional   (Investment   Board) 

Technical   (Development  Corporation) 

Financial   (Développent  Corporation) 

Industrial   Services   (Development   Corporation) 

Project   Identification   (Ministry   of   Industry). 

1   -   D.     Promotional  Activity  (Investment   Poard) 

The  responsibility   of  the   Industrial   Promotional   activity 

will  be   delegated  to   the   Investment   Promotion   Center, 

under  the  penerai   supervision  of  the  Chairman   of  the 

Indonesian  Investment   Board.       This   activity  will   include 

the   following; 

1. Recommend   industrial   project  for  investiga- 

tion by   the   Technical   Department   of   the 

Industrial   Développent  Corporation. 

2. Promote   projects prewired  by  thè  Technical 

Department   of  the  Corporation  for  the  estab- 

lishment   of  new industries  or  the   expansion 

and moderni i at ion of  existing  industries. 

3. Suggest   financial   arrangements   for  new 

industries   to be promoted. 

4. Arrange   for  ptoper  distribution  and   dissemina- 

tion  of  potential   industrial  projects  devalcned 

by  the   industrial   Development   Corporation 

EN/a» 
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10 

11 

Recommend  appropriate corporate  structure 
for  new  industrial  project. 
Contact potential   local and   foreipn investment 
to  fenerate   interest   in  financing  joint- 
venture projects. 
Compile  data   on   economic  conditions  of  the 
country  and  other pertinent   statistics  of 
interest  to  a  potential  investors. 
Promote   «none   existin« manufactures  the 
production  of  diversified product. 
Promote  a  capital  market within the country. 
(Stock  exchange). 
Prenote  and   supervised  fairs,   expositions 
and  industrial   exhibitions. 
Maintain  current   data on  costs   of services 
(energy,   water,   transportation  etc.)  prices 
of   lands,   construction  and   other cost  data 
required by  potential   investors. 

I.-   F, 

Minimum  Recommended   Local  Personnel   -   (can be 
expanded  as   roquired)   to assist   the  Chief of  the 
Technical   Department   in ti-a:   Engineering  Studies 
Section,   one" industrial  engineer,   one mechanical 
engineer,   on«   civil   engineer,   on«  electronic 
enpineer,   on«   industriel  engineer,   one chemical 
engineer  and  one   draftsnan. 
In  the   Economical   Studies  Section,   two senior 
economist   and  one   junior economist.       In the  Statis- 
tical   Section,   ore   Section  Chief  and two assistance. 

financial  Department 

The  responsibility  of  the   Financial  Departnent as  detailed 
below will  be  under  the   general  supervision of the  manager 
of  the   Industrial   Développent  Corporation. 
The   Financial  Department  will  da  the   following: 

iN/as 
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1. Organile the internal bookkeepinf procedures 

of the Corporation. 

2. Supervise the financial resources of the 

Corporation, 

3. Investigate the necessary pre-requisite for 

the acquisition of new financial resources 

fro» international banking institutions. 

4. Determine the economic and financial feasibi- 

lity of loan client applications and evaluate 

their collateral and guarantees, 

5. Supervise the disposition of loan funds for 

approved applicants. 

6. Review tooks and accounts of loans client to 

verify inventories and accounting records. 

7. Supervise coapliance of loan contract 

provisions. 

8. Collect paywents of debtors and if required 

assign delinquent cases to the coperation 

legal counsel. 

Minintuit Recommended Local Personnel - (can be 

expanded as required); The Analysis Section; 

directed by a Chief of Section and assisted by 

a Senior Financial Analyst and four subordinate 

financial specialists. 

Section of Supervision and Collection; one Chief 

of Section and three assistants. 

Section of the Cashier's Office consists of one 

Cashier and one assistant and the Accounting 

Department consists of a General Accountant and 

three assistants. 

EN/ as 
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1   -  6.     Industrial  Services   (Supervised Crediti) 

The  Department of  Industrial  Services  will  be a ''Special 

window»-  of the  Industrial   Development  Corporation 

designed  t© extent  small   loan   (supervised credits  under 

$  2S.ÖÖÖ)   in  addition  to  technical  and  administrative 

assistance  to the snail  and «ediu« site  industries of 

Indonesia including handicraft.       The   Départaient  of 

Industrial  Services will  do  the   followinp: 

1. Administer the enterprises financed by the 

Corporation as detailed under the terws of 

the   loan contract. 

2. As  required   five  technical   and  administrative 

assistance  to   loan  clients. 

3. Prepare  studies   and  provide  assistance  on 

administrative,   aceountint,   production  and 

•arketinf  orobleits,   to  spall   and «ediu«  sito 

industries  upon  request   and  to  the  Corporation 

loan  clients   as   required. 

4. Assist   loan  clients   in  equip»ent  purchases, 

construction   requirements   and »anagement  n^eds 

5. Assist   in  scientific  and   technological   inves- 

tigations   as   required. 

6. Advise industries on iaproved productivity 

techniques. 

Mi n i nur.  Recommended  Local  Personnel  -   (can be 

eipanded   as   required)   to  assist   this  department 

is   as   follows;   The   Administrative   Services 

Section,   three   field  technicians,   the Technolo- 

•  ficai  Stfvice  Section,   five  technicians. 

EN/as 
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i   -  H.     Projtet  Id»mtifitation   (Ministry of  Indu»try.).. 

Project  Identification will bt  tho responsibility of th« Ministry 
of  Industry,      »ro-foosibility  studiti  with «aphosis  o« aorkot 
potencial ©f specific projects-with tht  greatest  likthood fot 
invottacnt   (iaport  substitutes,  export  possibilities»  agro- 
business and draw-back  assembly projects)   will be dirtela and 
coordiniti by a  stiff of  3 Ministry  ennlovees.  with  tht 
•ssistanet ©f on«  UNIDO  specialist.       This   is  out  of th« 
activities  of the  UNIDO  "Industrial  advisory Tona" project. 
Project  Identification will bt coordinated with  tht  Invtstaont 
Proaotion Center within  tht  Investment   Seard and tht  to bt 
orgoaistd Development  Corporation  (lâPIMiO).       Soo Chart A. 
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A • 2  Private Industrial Development Bank 

A private enterprise Develowient and Investaent Bank 'to serve 

the Indonesian Private Industrial Sector aust be organised in 

cooperation with the Pacific - Indonesia iusiness Association 

(PIIA), other private association, the Hinistry of Industry, 

World lank, local foreign and Indonesian ianks, etc. as 

detailed below: 

The function of the Private Development Bank should be 

to finance bankable projects fenerally not requiring the 

technical assistance and administrative services «ade 

available throujfh the facilities of th« €©v«rn«ent 

Développent Sank for s«all, mediu» and large siie 

industrial projects.   Por industrial project capitalised 

beyond the financial capacity of the Private iank 

arrangement will be nade for equity or loan participation 

fro« other local and international financial sources. 

Priority consideration aust be  given by the Indonesian 
Govern««nt (with possible 6.0.1. equity participation) 

and the private Indonesian business sector to the 

immediate establishaent of an effective Private Industrial 

Development Bank.  The pajor concern of the Indonesian 

Government considerinf the approval of the establishment 

of a Private Industrial Developaent Bank is the lack of 

assurance of local private participation and the possible 

control of the bank in the hands of a few private investors 

if the bank is established. 

However to be assured of a bread base local ownership of the 

bank with the participation of «any shareholders and as a 

possible solution to the Governments apprehension of bank 

ownership in the hands of a few local investors the 

followinf is recoB«ended: 

IN/as 
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1. In   the   first   3  months   of   1970  the   Indonesian  Govern- 

••nt  ha$  approved  investment  in  Indonesia  for  manu- 

facturing industries   (etcluding extractive  industries) 

M   eenpaniet   2S   of  which  were  capitalised   at" 3500.000 

or «ore  for  a  total   capitalisation of  I   S7 million. 

2. all   of the  56   companies   approved  for  investment have 

»©plied  for  the  benefits   of the   investment   incentives 

law  and will  be permitted  to  import,   duty  free, 

equipment  and  machinery  for  a- predetermined  number 

of  years. 

3. Each  of the   25   compani.es   capitalized  over  I   S00.000 

should he  required  to pay   into a  reserve   fund,   a very 

•mail percentage   of  the  duty  that  they would  have 

paid had  the  company  not   received the benefit   of  the 

Investment   Incentive   Law.       This   required  investment 

will  permit-each   company  to bicone  a  shareholder  in 

the,   to be  orfaniied,  private bank   forporation. 

4. The  companies   approved  for  investment   -capitalised 

'for   less  than   $   500.000  would  have  the  option  of 

•     purchasing  share   in  the  private  bank  on   the   same 

basis however this  would not be mandatory  as   in the 

case  of the   companies   capitalised over  ¿   SOO.OO0. 

EN/as 
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5. If this practice were continued untU the 

private development bank obtained its re- 

quired capitaliiation (possible 200 to 

SOU shareholders) we would categorically 

have a v«ry broad based local ownership and 

at that tint the member shareholders would 

tltct their own foard of Directors and Bank 

President. 

6. The other advantage of this approach is that 

for the first time Indonesia will have 1 

representative group of local industrialists 

that will be the one voice of private enter- 

prise working with Government on policies 

affecting their common interest. 

I,  Industrial Parki/Bstates Program 

The establishment of Industrial Park in several are« of 

Indonesia with an assured supply of electricity, water» 

transportation and good roads. 

One of the priority pre-requisite to a rapid industrial 

development program for Indonesia is the establish- 

ment of Industrial Parks/Estates in order to encourage » 

labor intensive» export oriented» draw-bnek assembling 

operations. 

Considerable progress has been made to date.  The 

Government of Indonesia is in the process of establish- 

ing a Ustionai Authority to repúlate and coordinate 

all activities related to Industrial Estates Envelop- 

ment in Indonesia. 

The World Pauk has atreed  to assist the Government 

of Indonesia in Industrial Park Development and will 

consider a loan request for financing Industrial Park 

construction following the fulfillment of several loan 

iM/as 
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preconditions by the Government.  Private Internati- 

onal Comp»ni«s and local industrialist have expressed 

interest in participating in the financing of the pro- 

ject and International Development org an i tat i on», art 

available for technical assistance. 

Concurrently with the organiiation of the National 

Authority for Industrial Estates it is expected that 

the Government of Indonesia will request technical 

assistance fro« UNIDO as detailed below» in cooperation 

with and subject to the approved of the t'orld Sank 

and other interested investors. 

UNIDO is willing to consider financinf the contract 

services of a professional private Engineering Co. 

specialising in Industrial Estates and/or Area Develop- 

ment to conduct a pre-feasibility study of a free son* 

Industrial Area/Estates in one of the fallowing loca- 

tions designated by the Indonesian Government: 

Djakarta, Surabaya or West Java. 

Upon the completion of a preliminary investigation and 

determining which of the three regions is most likely 

to successful attract foreign professional industrial 

estate management talent on an equity participation 

basis, local and foreign private investment as well as 

local Government financint, the Engineering Co. will 

prepare preliminary plans for the proposed industrial 

estate or free zone industrial area. 

The cost estimates for urbanisation, land, factory 

shell building construction, infrastructure requirements 

and other facilities and services, will bo done in 

sufficient detail to be acceptable as an appendix for 

a loan application to an international lending 

institution. 

EN/as 



^_JW '      •*> 

- 21 

Consideration will   also be  liven  to establishing  within 

the park  irti;   co»non   facilities   iuch  as  aachint   shop, 

foundry»   trade  schools,  ««dical,  workers  hoysiiif» 
transportation,   recreation,  naintenance  crews,  etc. 

for the  mutual  benafit of  all   industrial  park members. 

It   is   contaavlatad  that  sufficitnt   funds  will be 

provided by UNIDO  to  finance: 

1. The   cost  of  the   final   preparation  of  tha  pre- 

feasiblllty  study. 
2. The* training  of   local   Indonesian  staff  in tha 

preparation  of   Industrial   Ptrk project  oropesals 

and   loan application   for  such  projects. 
3. The   investigation and   idantification  of  potential 

©roftssional  managers  of industrial  estates  to 
participât«   on   an  eouity  and/or «anagewent 

contract basis. 
4. The preparation   of a  preliminary  loan  application 

prospectus. 

Possible  sources   of   loan   funds   in  addition  to the  Vîorld 

lank   for tha  construction  of   Industrial  Parks  art  tha 
Asia  Development   Rank,   International  Economic Assist-- 

•net  Agencies,   and   the   local   Développent   lanks. 

Local private  construction companies,  private banks 

and  local  industrial   enterprises have  expressed 
interest  in equity  participation.       If  the   industrial 
park projtct  générâtes the necessary  support of  the 
Governitent  and private sector,   the cost  of the  finan- 
cing  the  coup lata   feasibility  study,  prior  to actual 
construction of  tha   industrial park,  will  be  incorpo- 

rated  in the  loan  agreements. 

Upon  the completion  of the plans  for the  first pilot 
industrial park project,   consideration will be  given 
to eifandinf the   industrial park/estates  program to 

other  areas  in  Indonesia. 

EN/as 
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C.  Marcnandisini ??art 

A. «n i.t.tr.1 ««it of th. «ntir« Industrial Part Co.pl.» en- 

sid.ration Bust ba givtn to«. 

Th. ..tablish.amt of a •arch.ndisinf. part to artibit »«4 pro- 

»•to Indooosio» oroducts ..nufacturad within th« park and 

ether industrial ar.at of Indonasia. 

Th. ..rch.ndising «art, will be a ptr.antnt, c.ntf.li.id 

display of Indono.Un .anufacturad finished product., 

whara pot.nti.i buyot. >oy iospaet and place orders for 

vario«, product» produced in Indonasia. obviatint: tharaby 

futur, n.c.ssity for visiting th. individual produc.r, 

iocattd throughout th. country. 

Th. »p.c. Tonto!, r.c.iv.d fro. th. «nn.foctoTO. of products 

•n display «ill b. »titisod for th. ..intonane, and i.prove- 

.ant of th. entrai display and/or building, loc.t.d within 

th® park ar.a or its heado.uart.rt. 

Not,: This activity »ust ba coordinated with tha 

propos.d Eltport Dovalopnont C.nter Project 

•ponior.d by th. Ministry of Trad.. 

D.  Cutral Public ond lond.d w.*.hau« in ft Cowplf» 

Moo a. an int.fr.l «nit within th. Industrial Park Co.pl« 

consideration «ust be fivan to: 

Th. ..t.Ui.h..»« »i « C«t»l PubUc .nd Bonded «••"''•»•'"» 
C.pL, .»d . 41.ttlb.tion c.nt.r to inltl.lly ...«le. DJ*«t. 

,r.. .nd to be «n.nd.d to co... th. entire country. 

Th. .hort.,. of -.t.h«.. »P.« 1" I"don..U includi», 

t.nd.4 W.rehou.. f.cilltl.. »« th. ln.fflcl.nt of «ny 

...11 producer, h.ndlinf. their o.n «r.hou». and 

EN/». 
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distribution,   ifiply  * «©tentisi   deaind  for  •  Central  Kara- 

house  and Distribution center conveniently   locsttd   in  the 

Industrial  Park arta.       lianufacturers  will   koap thair 

finished foods   inventories   in  the warehouse,   and tha üft* 

house bondad  employees  will   fill  ©rears   to  sake  up  combinad 

shipment  of various  orders   for  distribution.       Each  »anu- 

facturar will  pay his pro-rated  cost  of  distribution and 

warehousing.       Considerable  savinfs  in   such   cost will ba 

expected dut   to tha  economies  of  scala.        Individual 

companies '   purchase  orders»   receive   frow   the  Marchandising 

Mart, will ba processed  and services  fro»  the Ctntrai  Ifare- 

house. 

Delivery to  tha  consumers  will  be on  a  r«fular planntd 

schedule  either by  air  freight,   overland  by  rill   and  truck 

or Wransportation. 

1.     Ministry of  Irdustry Protrati 

The  establishment   within  the  Vinistry  of   Industry 

1. A  systeo  for  recomen«! ing  new,   improved  of modified 

policies,   incentives   and measure  to  expedite  domestic 

and  foreign  investment   in   Indonesia   industry. 

2. A oroeedure  for the preparation of ure-ftasibility 

studies  with  the emphasis  on werket  potential  of 

specific  projects with   the  «reater   likehood for  local 

and  foreifn  investment.        (Import   substitutes,   export 

possibilities,   afro-business  tnd  draw-back  assembly 

operations  preferable   in a  free port   tone). 

3. A committee  to prepare   long-term general  plans  of  the 

»ajor sectors  of industries   (private   and state)   in 

cooperation with  the  National  lureau  of  Planning  and to 

identify  special   state project within  the wajer sectors 

to be  investigated  for possible private  investment. 

EN/as 
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Tliii coaaittee »Hi collect and analyse detailed infor- 

mation on enisling industries, identify tht need for 

surveys of certain »ajor branches of Industry» und pre- 

pare «utually consistent estimates of tht lont-tera 

demand for ctrtsin specific «anufaetured goods.  Ht 

will alio advice on the development of an over-all 

plan fot tht location of new industries. 

The Ministry of Industry, with the technical assistane« 

of tht UNIDO Industrial Advisory Team will five priority 

consideration to the following; 

i.  tht establishment of speciaiiied assembling indus- 

tries in which seal-finished coaponent units are 

shipped into Indonesian and assembled for eiported 

to world markets. 

2.  Tht encouragement of locally established internati- 

onal co«panies to diversify their production to 

include tht manufacturing of other produce for 

eiport to world market. 

S.  Th© encouragement of joint-venture (agrobusiness) 

food and peat processing plants in Indonesia to 

realise maiii»u« economic benefits to the far»er as 

well as to the overall tconoay of the country. 

The UNIDO advisory Ttaa will train a group of counter- 

parts in tht Department of Industry in the field of 

industrial planning, policy foraation and industrial 

project identification mi  appraisal.  The Indonesian 

counterpart personnel of the Departatlt of Industry 

will cooperate ail ©f their activities with lâPPINAS 

(the National Planning agency) and tht Investment 

Board {which  is responsible for the promotion of private 

invtstaent).  (See Chart k). 

EN/as 
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Realistic, prifliitlc yearly targets oust ba established to 

aeasura the luccass of tha Ministry of Industry '5 year 

Davalopaant Pregra« in such taras as; 

1. »aw factorias established 

2. new  jots craatad 

S, foreign and domestic investment realised 

4. increti« exports 

5. increase production (existing facilities) 

6. increase production capacity 

7. increase production efficiency («listini» facilititi) 

I. increase utilization of existino production 

facilities 

9. ate. 
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F.  Management Training 

The expansion of management training propra- (top managers 

at well as second and third eschelon) ir. co ïp-ration with 

the Ministry of Industry Academy of Indvstria1 Management 

and the several Private Management Asso'ia^Ir-s and 

Institutes. 

Many leading Indonesian Industrialist r-yr   ider the lack 

of available experienced management talert the prime 

deterrent to diversification and BY   -r   u  of existing 

industries. 

Emphasis by the private sector in ".oopera • ion with the 

Ministry of Industry must be fiven to the improvement 

of business practices, production methods, aanagaaiant 

techniques, human resources dtvelo-pent and skill 

training.  Private enterprise in .(»operation with the 

Ministry of Industry must also orjjmise an effective 

skill training program.  UNIDO hi-* fiven assistance in 

the past in »anagesent and skill training to the 

Government and Private organisation listed on the 

attached Chart B and will continue to en«, jrtain any new 

request for assistance to support these -ctivities. 

(Managaaant training program will be coordinated with 

the Ford Foundation projects in If'onts^). 

G.  Tr«nifer_of_ Ownership JGovernaent _to_Pr' «' t « _ 

The establishment of an "Exch*n»e Va^'f ; Indonesia as 

an agency. 

1. To promote the transfer of ovner.-'i ' of Governntnt 

industrial enterprise to the priva-i sector. 

2. To prenote a broad based priv-te o"iership of 

such transfer. 

J.  To encourate sale of the sha-es -f  -.uch holding in 

the open aarkat to the ftntral r ib > ic at Im  deno- 

mination limiti«! the number of sh--os to be pur- 

chased by any one shareholders. 
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Tilt   emphasis  of  the  Ministry  of   Industry will  be   the 

formation tnd  implementation  of policies   to promote 

private  investment   in  industry  rather  than  the   organi- 

iatian  and control  of State-owned project.       Technical 

assistance will   be  requested   from the   Investment   Board 

in  cooperation  with  the  Ministry  of  Industry  and   local 

Indonesian Governors  to  assist   in  a program  of  gradually 

transferrin!  ownership  of   State-owned  project   to  private 

ownership. 

Por  each nroject   identified  as  potentially oossible   for 

such   ownership   transfer UNIDO  will  assist   in  training 

potential   local   «anagers   and   in negotiating  a  satisfac- 

tory   financial   lease purchase   afreement  with   the 

Government  for  the   local  private  purchasers. 

H.     Social  Development   (Privite Enterprise) 

A survey study to investigate the interest and potential of 

Indonesian private enterprise participitinf in social deve- 

lopment for industrial workers such as housing» health, 

•tdical, recreational me educational programs, sponsored'" 

and financed by »»roup of local industrialist in cooperation 

with  company  employees. 

The  Ministry  of   Industry   in   cooperation with  the  private 

industrial  sector must  investigate  the  possibility  of 

encourafint  clusters  of  entrepreneurs   in  various 

industrial  area  of  Indonesia  to  organile  themselves   in 

cooperation with   their  employees   for  the  mutual  benefit 

of r«solvin# the  problems  of  financing housin?,   recrea- 

tional,  health   and education   facilities.       With   the 

proper or»anitation and because  of the  economy  of  scale 

the   cost  of these  social   necessities  can become   attrac- 

tive   to both  the   industrialist   and the   industrial   workers. 

Iff/as 
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I  - A.    Export  Proaotion  Incentives  Protra« 

In view  of  the  projects  critical   Palane«  of  Payments   situation 

and  the   accelerated  annual  unemployment   in  Indonesia the 
following   industrial   incentives  profran has  been  recosmended 
to  the Ministry  of   Industry  as   a possible  solution  to  these 

two major problems. 

1. All  private  companies  now   operating  in  Indonesia 

be permitted  to  apply  for  •   credit  against 
Indonesian  Corporate  income   tax  for  reinvestment 

in dollar  earninp  export   industries  and   labor 

intensive  draw-back   type  projects  considered 

essential by the Ministry  of   Industry. 
(Recomiended:     k tai  credit   of  501  and above 

. dependinf  on  the  economic   sifnificance  ascer- 

tained by  the Ministry  o*   Industry). 

2. It   is   suggested thit  only   a   very  snail  perctntafs 
(51  aaxiau»  initially)   of   the   total   Government   Corporate 

income  tax  receipts  be  permitted  to be diverted 
for  the  support  of  such   a  tax  credit  privilefe 

propra« which  is  specifically  desiined to 
promote priority  type   industrial  projects 

approved by  th©  Ministry   of   Industry. 

• _ 
3. If  •  project   is  not   approved  by  the  Ministry  of 

Industry within  the  waxiwu«  tine  permitted  the 
tax  waiver   (after  3  years)   vould   lapse  and  th© 
incowe  tai  funds  will   revert  back  to the  Centriti 

Government. 

4. all   the  ©xistinf  companies   in   Indonesia would 

be   eligible  for  tax  credits   and would be 
considered  "deposit  holders   .       Mc*   deposit 

holder »ay  choose  to; 

iN/a$ 
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1. Initiate  a  ne«  company utilising his  «w« 

tax  credit. 
2. Solicit  joint  tai  credit   investment  fro« 

other deposit holders. 
S.       Authorite  investment  with  equity  or  loan 

for  a project   sponsored  by   »«other deposit 

holder or  a  ne*  investor. 

Existing   loeiil   coaptnies  will   initiate  with  the 

concurrence  and  financial  assistance  of the 

Ministry  of  Industry project!   in  which  the 
liability  of dataraining  the   cononic  feasibility 
is   ascertained by  • private  entrepreneur  »né 
the  management   and business   decisions   art  the 

responsibility  of private  enterprise.       In  a 
sense  private enterprise  will   determine hew 
public   funds  collected  through   corporate  incoste 

tax would be used  to promote   oriority  type 
projects   approved by  the  Ministry  of»Industry. 

The  Government  will  bear   •   large  part  of the 

financial  burden when  it   agrees   to parait   the 
private   sector to aake   investment   decisions   in 
such  a   Ministry   of   Industry   sponsored program. 

However,   by reducing  the   loss   a  potential 
private   investor can  incur the  program will 
automatically  encourtft hesitant   investors   to 

go forward with   the nrlority  ventures   and  at   the 
same   tipa   leave   the  »ractical   aanageaent 
decisions  to private enterprise.       Private 
coupantes will nN  the  assessment  leading  to 

specific  investment decisions. 

EN/as 
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I. th... high priority pr.J.ct. («oat ««•'»»• 

Ubor/cpifl ratio and .Li — i»P"* ""•»'- 

t»ta)   th.  Govern.ant -HI   ««•«• uf>  t0 50* me 

o 
at ¿«tailed belo*» 

, th.  cat  thfuih  loan,   and  fiscal   incanti*. 

101 

40% 

501 

50% 

Financial ResourjcejsJÜJL^^ 
Prorosed Investment "alio 

Project orgamitcr - foraipn. local or 

joint vantura (dapo.lt holder or Wow 

Invastor) 

i.  Tan credit raaoutcai (equity or loan) 

Totti   Equity 

2.       !>evelo»»ent  Bank  Loan 
(PâPlNDO  or  other  financial 

iources) 

. i. Tan credit equity will be non-VOtinf 

aharea and project orianiaor will 

ratain »anaratant control of tht 

buiintis. 

. 2. Following tht a»tabliah«ant of the 

• ntamrita and « «UP« of « •'"*d P"* 
dotorniaad number of yaar.. a parc.ntaga 

of the total eaplt.li.ation will *• ««de 

•vnilablo for »»It to the ta.aral public 

at low danonlnatlon. raatrlctinf tht 

...bOT Of • »•«• *° »• P»"h"*d by "y 0!IÌ 

•haraholdar or orfanit.d »roup. 

CN/as 
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Recommend:  Following the 5th. year a minimum 

of 101 of the total capitalisation 

will be wade available for sal« in 

the open market. 

S.  The Government of Indonesia wi 11 rea li it »ulti - 

fold returns on their tax credit investment 

through increased revenues rece ived frow newly 

estâtlished industries. 

9.  Under this program the Ministry of Industry is 

acquiring business panafenent it does not have 

in sufficient quantity and at the same "tipe it 

•is stimulating companies with proven managerial 

and technological ability having creative 

inclination to apply their skills in priority 

type industrial projects.  The Ministry of 

Industry must recognize that the private sector 

can and willwith the proper incentives bring 

in management andtechnical skills which are 

factors in many countries wore scarce than 

capital. 

10.  To fulfill national development goals, the 

private sectorwustparticipate in specific 

development projects, train required managers 

and skills and share in the investment risk. 

The Government on the other hand sets project 

standards, which the enterprise must meet, if 

it is to enjoy financial support fro« tax 

sources. 

This general concept is not new and has been 

successful in other countries in a similar form. 

iN/as 
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1.     Specific  Rtcorfendations   for  Export   Promotion 

1. Incentives   such   as   the   suggested   tax  credit 

progra«  detailed  above,   inport   and   tax  rebates» 

tax holidays,   duty  free privileges,   etc,   Pust  be 

favorable   considered  by   the  Government   for  all 

Indonesian   existing   industries   (expansions   and 

diversifications)   as  well   as  new   industries 

willing   to  participate   in   the  proposed   Ministry 

of  Industry  export  pronotion progran. 

Note;      It   «ay be  difficult   to  receive 

Ministry   of  Finance   approval   for 

a  tax  credit  prograa;   therefore 

consideration must  be  tiven  by 

the   Ministry  of   Industry   to  ear- 

nark  annual  budfet   funds 

specifically   for   export   promotion 

incentives. 

2. Each  existing  and  new  cowpany  desirous   of  taking 

advantage   of the  proposed  ministry  of  Industry 

export   promotion  progra«  pust   prepare  a  pre li»i« 

nary prospectus   (capitalization,   general   descrip- 

tion  of  the  business,   export  pargets,   etc.) 

detailing   the   required   incentives   and  concessions 

considered necessary by  the  company   for  the 

establishment  of  a  new  export   enterprise   or   for 

the  expansion  of  existint  Manufacturing   facilities 

for export   production. 

3. Each  preliminary  prospectus  presented by  an 

interested  company will  te  negotiated  on  an   ad 

hoc basis  with   a  to  be  established  Governrent 

"Export   Promotion  Committee1'-.        This  connittee 

representing  the  Ministry   of  Industry,   Trade, 

Finance,   Poreifn   Investment   Board   and  National 

Planning  Council  will  have  decision waking 

authority   for  the  Government. 

EN/as 
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Mott: The responsibility of this propone 

committee cm be executed on • priority 

basis by the existinf Foreign 

Investment teard. 

4. If a satisfactory agreement is consumated for the 

ostabliahmmmt of an export industry «li required 

Gove««««! approvals will be expedited by the 

proposed "Export Promotion Committee". 

5. The -reposed ••Export Promotion Committee«' will 

liso assist tht no« enturerise » if required» 

in securing loans and equity fro« the Government 

Development lank (MPIHDO). the Private Invest- 

ment Company for asi. (P.I.CA.), the Internati- 

onal finance Corporation (I.F.C.) er other 

»viiiable local and international tankint sources. 

6. Proi.pt coniidtration «ill be finen by tht 

G#v,rnp«nt of Indonesia to the establishment of 

the proposed s'Export Promotion Committee" to that 

tttty will mofotlate immediately each preliminary 

prospectus presented and expedite the necessary 

approvals es soon as postiblt for such «port 

industries which will be beneficial to tht 

Government as well as the potential investor. 

7.  ly grantinf these required incentives for the 

establishment of export industries private enter- 

prise »ill move forward with the Ministry of 

Industry priority export ventures and at the same 

time private enterprise will be making the 

practical manafement decisions as well at the 

assessment leading to a specific investment 

determination. 
i. The Ministry of Industry must recotniie that the 

private sector can and will with the proper 

incentives: 

EN/as 
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1. participât« in specific development projects, 

2. brin? in na«ap?e»ent and technical skills (in 

countries «or« scarce thin caoital), 

3. train required local managers »md skills, and 

4. share in the investment risk. 

ASEAN Economie Coopération and Collaboration 

1. The Ministry of Industry should establish as soon 

at possible • full tine workinf committee to explore 

ASIAN Economic Cooperation and collaboration as 

recommended in the First Progress Report. 

2, In addition to the r«co«»endations detailed in the 

first Progrtii Report, the Ministry of Industry 

should conduct extensive research on the possibility 

of Pilatera! as veil as Multilateral ai»ree#ent for: 

1. The exchange of excesses on • barter basis 

(if they exist) to and fro« each affiliated 

APPAM country.   (finished foods, raw 

materials, agricultural products, etc.). 

2. The efficient utilisation of excess ranufac- 

turing capacity (when they occur) to supply 

the requirements of the respective regional 

associated countries. 

S.  The establishment of fixed external tariffs for • 

protective industry, for a ^re-deter*ined number of 

years, within each of the participating countries of 

»anufacture and supply the needs of a specific 

product for the area. 

Note:  It is suggested that no country will be 

approved for a second protective industry 

until all of the countries within the 

alliance is oroducinf a specific product 

for the ••»ber countries. 

EN/as 
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4. Thf establishment of fixed internal tariffs (or § 

tariffs) in a free trade arta» of consumer products 

as wtil •§ raw »ateríais and agricultural products. 

5. The establishment of a political risk guarantee 

propra« in cooperation with the Aaian Development 

Bank (ADB) for privat« investors of the »ember 

countries financially participating in industrial 

project in any of the ailinac« countries, 

(investors insurance). 

6. The establishment» thru the existing facilities of 

an Export Promotion Center or Industrial Development 

lank of the respective countries, a clenrinf house 

device for discountinf paper of bonafide orders 

fro» one country to the other within the allinace. 

(finished consuner product, raw materials and 

agricultural products). 

The First Protress Peport of the ASPAN Advisory Committee 

states that the potential collective projects requiring 

closer examination are as follows: 

i.  basic industrial chemicals; 

ii.  fertilisers; 

iii.  petro-chemicals; 

iv.  synthetic fibres» yarn and plastic 

Materials ; 

v.  paper and newsprint; 

vi.  pharmaceuticals: 

vii.  steel, sheets, bars and sections; 

viii.  simóle agricultural machinery; 

ix.  automobile p«rts and components; 

x.  materials and components for the 

electrical nnnufacturinp industries. 

EN/as 
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Til« Advisory Committee  also proposes  to examine more 
closely the Opportunitätt  for increasing trade between tha 
âSlAM litio«!  i« axiatinf nanufacturing,  including textile, 
ship building aid  repair,  fish marketing and processing in 
addille« to developing trad«  in new national  Manufacturing 
on rti basis of coaplenentary or preferential  trading 
agreements. 
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V.     Investment Possibilities 

â«     Priority Areas   ÇPopeittc   and Fortigni 

I.   A -  Projects  in  agriculture,  plantations  and husbandry. 

B.     a.     Projects which  directly   support  the sector of 
airicwlturt»   plantations» husbandry,  such  as 
pesticides spmyine,  etc. 

b.     Industritts which manufacture  auxiliaries   for 

agriculture,   plantations, husbandry,  auch  as 
agricultural   «quin*ent ,   fertilisers,  etc. 

e.     Industri«! which process eroducts  of agriculture 
plantations  and husbandry such as   rice  isills, 
crumb-rubber   factories   etc. 

d. Industries which process  forestry  nroducts  such 
as pulp plants, paper   wills   etc. 

e. Fishery projects with   intefrated  processing 
facilities such as cold  stomp»,   canning 

factories etc. 

II.   Industries which process «ore   domestic  than imported raw 

raterials . 

III.   Industries which product raw nmterials and auxiliary 

foods   for other Industries. 

IV.   Basic  industries.       Industrie»   which  constitute  the basis 
for  development  of other industries,   such  as  steel-iron 

Industries,  ship buildint etc. 

V.   Infrastructure projects  (roads,  ports, bridges,   telecom- 
munication channels,   irrigation, electricity etc). 

VI.   Pully  integrated textile  industries. 

EN/as 
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VII.   Industries which  orodiice  the  nino  essential  c©ft«odities 
except natural  oil   (riet,   soap»   cooking oil»   sun dried 
fish»  kerosene,  batik»   cotto«  tostilo,   silt,   sugar) 

VIII.   Industries which  produco  for exports;   Sol or »oro ef 
production. 

II.   Industrias  which produco  chemical   fibra. 

I.   Chemical  industrios. 

II.   Industrias  nanufacturing oadicinas   and health   equipment. 

III.   Tourisn projects with priority to hotal  construction. 

XIII.   Transportation. 

XIV.   Other venturos  which,  considering  their urgency,  ar« 
doomed necessary  to ht  givo« priority. 

Attention shall  alio be  riven  to the  followinr  factors  in  deter- 
mining  the extent   of the  priority «entloned  above. 

a. the a»ount  of  invested  capital; 

b. the  capacity  to absorh  later; 
c. the  location of the ufidcrtêkin#. 

I.      Closed to foreign  Investment 

In   order to five  an  opportunity  for  ¿©«ostie  capital   to operat* 

in   the  sector of   liyht   industries,   and  also  to prevent  excessive 
compétition in tranches  of  industry      whore  the existing  capacity 
is   considered sufficient,  the   following  industries  are  tempora- 
rily   closed to now   foreign  investments. 

1. the «reduction of «ilk  and other dairy products; 
2. latteries; 

3. «onosodluw  »lutavate   (flavoring; 

EH/âs 
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4. cigarettes; 

5. natches; 

ê. paints ; 

?. plastic ine leather sho«s/tlinj»trt; 

I. flour; 

f. toothpasto; 

li. biscuit and confectionery', 

11. booth polish; 

12. bicycle tiros ani tubos; 

IS. pliftic ©roiucts; 

14. bicycle assembling; 

15. printing ink; 

16. enamel works ; 

if. aluainiun household products: 

It. candios ; 

If. soft drinks and btveripts; 

2C. concreto tilos and »oretlai« tilos; 

21. bricks and tilts; 

22. sewinr «achino assembling; 

23. ico cubos; 

24. can makine; 

25. watch assembling; 

26. tooth brushos; 
2f. mosquito coil ineonso; 

21. corrugated emrdbeard; 

29. iiitant noodles: 

30. tipper fasteners; 

31. tannery; 

32. hairwigs, 

J 

EN/as 
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c. Industrial  Project requirint  Foreiin Partii ;ipation 

1 

No. Nane  of Project Projtct   Capacity 
Estimated 

Total   Investment 

1. Caproiactw« 
Project   (East 
Java) 

20,000  tons/year USI   20,135,000 

2. Formic  Acid 
Project 

i,000  tons   Formic Acid 
and  7,400   tons   Sodiu« 
Sulfate   a year 

ml    3,000,000 

3. Soda  Ash  and 
Caustic Soda 

10,000  tons   Soda Ash 
and 60,000  tons 
Caustic   Soda  a year. 

US$   30,500,000 

4. Integrated  Pulp 
Paper Projtct 
at   Noto»   (C.Java) 

30,000   tons   «nblitchtd 
craft  paper per year 

USÍ   21,900,000 

S. Rayon Projtct 4,500  tons/year) ÜSC   11,381,00C 

6. Integrated  Ppin- 
ninf  nills   1 
Weaving at 
Makassar 

31,000  rales   Cotton 
Yarn  and   30  mi liions 
»«tres  weavinf  and 
finishing per year. 

mi is,§00,000 

7. Intefrated Spin- 
ning   BillS, 
Padang. 

31,000   Bales  Cotton 
yearn  and   30  Millions 
«êtres  weavinf  and 
finishing  per  year. 

us: is,ftoo,ooo 

1. «pinnlnp Mill 
Gatut 

10,000  tales   of  fine 
yarn per  year. 

US¿     3#S0i,000 

3. Pale«ban¡» Tettile   1.6 Pillion netres 
Vertical eipan«       troven  and   finished 
sion  of Spinninf     fabrics. 
Mill  establishment 
of Peavini 1 
Finishing  facilities 

Vê$     4,500,090 

10, Djantra Tentile 
Expansion of  Srin 
ninf Will 
(Seaarang) 

10,000 bales   of Cotton 
-fearn  • year 

USÍ     2   Pillions 

11. Rosella lag Fac- 
tory   (South 
Suaatra) 

1 »iilion  f'.C. 
green bigs/year 

USI   11   aillions 

EM/ as 
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Mo. Nane of Project Project Capacity 
e 

Tota 
stinated 
1 Investment 

. 

11. TI» Lithograpinf and 
Can Making Factory 
(Expansion) Djakarta. 

S,000 tons/year ÜS$ 1,05 Billions 

IS. Integrated Tannery 
and Shoes Making 
Industry. 

ISO tons leather 
«ser «onth and 
600,000 oairs of 
Shoes. 

us,; 2,5 aillions 

14. Offset Printint 
Project 

éO.000 pages per 
hour. 

usi 0,76 aillien 

IS. Lodeing, Saw ¡lilline 
Plywood and Venner 
Factory (Sulawesi). 

240,000 sq. feet 
plywood and 
lO.ftOO §q. fett 
Sliced Venner. 

use 10 «illions 

li. Dairy Product 
Industries 

H aillions litres 
/year. 

uss l,î aillions 

1?. Flour Mill at Mid. 
Java (Tjirebon). 

150,000 tons/year us; 7.3 «illions 

11. Eltctric Cables and 
wires froject 
(Expansion Prograa). 

2,640 tons/year. USv 5 »iliions 

If. 2 Units Astenbli«! 
and Manufacturing 
of Motor Cycles. 

SO,000 - 60,000 
units/year 

uss 8 aillions 

20. Electro Components 
Project. 

N.A. N.A. 

21. Tettile machinery, 
parts and parts 
eoapontnt, Btndunf. 

100 - ISO units 
textile «achinery 
/•onth. 

uss $00,000 

22. Production of Metal 
Cattine tools, drills, 
hits, millin» cutter, 
tool holder etc. 
Djakarta 1 Bandung. 

N.A. us$ 2,5 pillions 

2S. »elding tod, Djakarta. 1000 tons/year us* 185,000 

1M/M 
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No. Nui of Projtct Project Capacity  T 
Estirtated 

al Investment 

« 24. Production of Concrete 
inri t Sutil Section. 

10,000,000 tons/  USÍ 
year. 

2,5 •illlonf 

25. Tenfkawang Oil, 
Kalimantan. 

1,500 tons/year N.A. 

26, Nilan (Pachoulti Oil) 
Medan. 

1 ,100 tons/year N.A. 

27. iict Iran Oil» Atjeh. 9,000 - 12,000 toni/ 
year. 

N.A. 

2t. Coconut fibr© Industry 
Sulawesi, Java and 
Sumatra. 

9,000 tons/year N.A. 

29. Carbide Industry "est 
Java. 

3,000 tons/year N.A. 

SO. Hardboard Industry 
(réhabilitation), 
Bitung. 

300,000 panels j»er 
year. 

N.A. 

31. Grappini Paper, 
Sulawesi. 

12,000 tons/year N.A. 

32. Gelatin fro» Ava, 
Skin and font. 

§,000 tons/year N.A. 

33. Caustic Soda (sodium 
Hydroxide) Sumatra). 

15,000 tons/year N.A. 

34. Vanille Oil, Java. 600 tons/year N.A. 

35. Hardboard fro» Coconut 
Fibre, Sunatra. 

300,000 pes/year K.A. 

36. Ceramic for Eleetrie 
apfliances, Sumatra. 

1,500 tons/year N.A. 

3?. Leather Tanning, East 
Java. 

&00 tons/year P.A. 

31. Coconut Power Industry 
Sudtco (rehabilitation) 
"anado. 

12,000 tons/year K.A. 

EN/«* 



- hj - 

EstiMted 
Mo. Kane of Projtet        Project Capacity  Total llv#it»*iit 

jo. Fruit I Vefetable       7.50° teaa/year       ».A. 
Powder Plant Sunatra 
/SullNtli. 

40. Cattava  Flour Mill 12,000  tont/year »«.A. 
Lanpung. 

41. Activa Carton fr#P 12.000 teaa/year H.A. 
Coconut  Hulk 
North Sulawesi. 

42. Coconut Oil. Maia« 12,000 tona/yaar H.A. 
Makasstr»   ¡Saaado. 
ilau. 

VI.     Tachaleal  Assistance 

A.     Ganar  a1 

In addition to tha  ceateaelated Technical Assistance 

indieatad in  Chart   i in  inch araaa  aa  tentile,  fetal» 

chtmic.l,  ate.   industrial»   Research   Initituta Advisor, 

industrial  Eatataa  and Spaclal  Prej.cts;  Technical 

Assistance »ill  ba  raouirad to adiriti   and  aaaiat   in  tha 

traíala« of  Indonesian personnel  in tha  eaeeutiea of a 

•ound privata  enterprise dcvelepaeat  and  investment 

pregra.  for  lndona.it «ith particular cphaaia  i« pro.otinf. 

•aciaeeriag.   fiaa.cing.  project   identification for 

iareetieat  and «all  Industrial  devclop«eet   including hadi- 

craft,   Ch.ndicr.ft  aaaiataaca Mill ba  i« expiration «iti» 

th.  ILO und  tha KUiatry  of Trade).       Supputât  oa-call 

apacialiat in auch field ••  ehe.ical.  ahar-acautical 

product., .at.1   fabrication and  ...a.bl, will b.  »<«••*•« 

ae required.       Tha Ministry of Industry trill  alao rapita 

EN/a» 
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coiiiultition in small industry développent, improve plant layout» 

bitter production techniques, quality control, modern narketln» 

aid distribution methods tnd management training.   Tht loit 

immediate responsibility of the Ministry of Industry is moving 

toward resolving the national objective of supporting agricultural 

based industry which requires experts in food orocesiinr; fruits 

and vegetables, fish products, «eat preparation and meat packing. 

It is also contemplated that various request will be received by 

the Ministry of Industry fro« the private enterprise sector for- 

assistance in arranging licensing programs or joint-venture with 

foreign companies to capitalise in the much needed technical 

knowledge and modern marketing, advertising and distribution 

techniques. 

Technical assistance can be made available to the msoective 

developenent banking organisation for ad hoc consultants to 

provide expert advise for major investment decision in specific 

industrial fields.   It is proposed that the Private Development 

Bank consider negotiating a contract agreement with the local 

Association of Indonesian Consultants for the utilisation of 

their services as required and available. 

1. Specific 

The minimum specific requirements  for technical   assistance  fron 

International  agencies  such as  A. I.D.,   *orld lank   or UNIDO  are 

as  follows: 

1.  Government  Development  Corporation 

Tht  world  lank has agreed to assist  the  Government   of Indonesia 

in  reorganising  B4PIND0.       Upon the  completion of  the reorganisa- 

tion of the Government  Development  lank  the following mlnimuia 

technical  assistance   (can be  expanded  as  required)   will be 

essential : 

1. Senior Development  Banking Advisor 

i. Industrial  Engineer 

i. Financial  Specialist 

1. Supervised Credit  Specialist   (Small  Loans) 

BN/as 

Nan/moths 

24 

24 

24 

24 
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Tht Senior Development Bankinf Advisor and the Supervised 

Credit Advisor will require an open-end contract arrange« 

«tut io that ti reouired they nay reouest additional short 

» tara technicians to assist in loan «valuation in such areas 

as food ^rocessinp, netti industries, chemical industries 

ttc. 

. üinimum man hours recommended for on-call technicians to 

assist tht: 

Man/moths 

A.  Senior Development Banking Advisor            41 

1.  Supervised Crtdit Specialist                4S 

2.  Promotion Canter (Investment Board) 

Mr. luordrei of A.I.D. will recommend types and number of 

1 
teehnicians essential for tht Investment Promotion Center 

however it if anticipated that the Promotion Center will require 

the following minimum foreign staff; 

Man/months 

1. Senior Industrial Promotional Specialist      24 

1.  Legal Specialist                           24 

1.  Industrial Economist                       24 

3.  Project Identification (.linistry of Industry) 

- Specialist will be supplied by UNIDO (Special Fund Project). 

Man/months 

1. Senior Industrial Advisor (Project Manafer)    12 

I.  advisor in Industrial Policies               12 

1. Advisor of Industrial Project 

Identification                             12            * 

1. Advisor on Industrial Planning               12 

EN/as 



4.    Private Dovelonaont tank 

Tht Pacific  -  Indonesia Busineae  Association   (PIBA)  has  submitted 
•i application to Govarnaont   for  the establishment of « 
privat«  Industrial  Developnent   Bank.      It   is  anticipata« that 
PISA will  required this sorvic«  of • letal   tpacialist  to 
assist  thai» in tha praparation  of tht lank  Charter ani by-laws. 

r<an/aoths 

1.   lanking Spacialist  (Legal) § 

».     Industrial Eatate/Ptrk Project 

Tht Government of Indomati« i» i« tht precass of orfanisin§ a 
National Authority for tha regulation of tha establishment of 
Industrial Park  in  Indontsia.        To sssist   in tht organisation 
of this  authority  i Stnior Indwitrial Part  Advisor ihould ba 
assifnad to tht Offica of tha   Secretary to tht Ministry of 

Stat«  or to tht  Ministry of   Industry. 

Man/aoaths 

1.     Stnior  Industrial Estates/Park Specialist 2« 

To prepara tht cost  astiaatas   for urbanisation,   land»   factory 
shall huildini construction»   infrastructurt requirements and 
other  facilititi  and  servicaa   in sufficient detail  to be 
acceptable as an apptndii to  an  inttrnational  leading  institute 
will   reouire tht  service of  a«  professional  Engineering 
coapanv under contract.      Tht»  contract  tana should ba assigned 
to tht  affict of tht Secretary  to tht Ministry of Statt or to 

tht Ministry of  Industry. 

Estinated Cost f fi.OCO  (Infinttrlnf Co. 

contract) 
(4  specialists ft »oaths   oaeh) 24 

EN/as 
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i.       llTCh»ll¿Í»lllf   Mtft 

T» ..»ist  If» orianlti«!  th. MTch«éUinf M.tt  • fill-tH» 
»•cialUt «til ba aaaianad te tli* Ministry  .f  Industry. 
Office- of ti». S.cft.ty tu ttt. Ministry of  Stat. « to th. 

Ministry of Trié«. 
Man/nontha 

1.    Marchandiaint Mart  Saacialiat 12 

I,     waransnaini 

To  ...i.«  in th.  .„»luti., of  th.  C.ntr.l  Public •"«  »•"*•< 

„.r.hou,. CM»  .  full-ti*.  .P.«i."«t  »»»  »•  •"l«"*d  t0 

th.  Mi.i.try of  Indu.try. Of««,  of «h-  S.cr.t.ry «o th. 
Mini.try of St.t.  or to th. Mini.try of Tr.d.. 

» i.     public  »nd  iond.d r.r.hou».  Sp.ci.li.t »» 

i»     Nanataaent  Training 

0».   fuU-tln. » -t tr.ini-f  .o.ci.U.t  ...im.d to the 
lilni.tr, of Indu.try «ill b.  r.quir.d to  ...1« th.  Goy.rnn.nt 

>:«nMe*«.t Ir't.l.f *«d«r  «J P'1"" "•»*<"•"'   «»oci.ttons 

1.     S.nlor M.n.».».nt Triinin, Sp.ci.li.t I« 

9.     "tich.ni. M.rh.t" 

o«, fii.ti» .p..i.ii.t -m »• *••.•»«- " "*u, ;*• 
,.v..t..n« Bo.rd »d Mi.i.try of  Indu.try  in or,.nl.in, . 
,r,t.. of tr.n.f.r of o.n.r.hip of Indu.tri..  fro. G.v.rn».nt 

to priviti aatarpriaa. 

I.    »Ischaags Mntkat" Snaeialiat 

EN/a$ 
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,0. wt.l C.l.pr— (»'"•" Ent.rpri..) 

0,. fll-tU. soci.l D.,.lop«nt s,.cl.U,t .ill b. r.,»lr.c 

,„ .„l.t th. Mlni.try of Industry ..4 priv.t. «nt.rpri.. 

p,   in d.v.lop«nt  »oci.l b.n.fit.  pro.r...  »uch .. 
In«. h...th. e-uc.Uon.1.  »c.tion ....   for  indu.wi.i 

h ou» 
Morker». 

J.     Social  Otvolopiitnt  5peei»li§t 

Ma»/»©«til» 

12 

11.  E»nort  PfQ«"tto«  Ineunti»»  Ptogr.» 

0M fuli.ti- B>p.rt  Fr—tL.  SP.ci.U.t to ...l.t t*. 

Ni.l.tr, of  WW  U .ri»!«!-! ••• ^'T  "i, lo«   (    »A) 
tl.. ,ith  tu.  F.ciflc   -   I......L  fi«»  A,i0el*tl

A°"  i"*^ 

this  r.pOTt. 

i.     Eipert Promotion SptcLlUt 

12.   ASEAN  E confie Coopttltio!» 

On.  full-ti.. ...1...1  D.,.lop..nt  Sp.ci.H.t  to  ...Ut th. 

.„cutin, «h. r.co...nd.d Profr« 1" Section J of thi. r.p« 

1.  P.|lon«l 0«Y«lop«ent Sptcinli.t 
12 

EN/*. 
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Annex     I 

• Yha object  ©f this  fot« ii  to collect tha 
*. assantial    facts    to    intarast    potential 
1 investors. 

* A WELL     PRESENTED     PROJECT     GREATLY 

«CREASES  THE  CHANCES  OP  ATTRACTING 

INVESTMENT. 

1.     THI PROJECT 

i. Short  ¿ascription:     (unit  Is  it proposed t© aaaufactura, 

why  »ni fot what  aarkat). 

- 

2. Hain  coapontmts ; 

(a) Proposto* plant  capacity 

(b) Location: 
(e)     Totti  invastaant   -  USI 

S, Projact prasantad by:       (Naaa  «ni  lidrais) 

II.     FOREIGN  COMTRIiUTIOi  REQUIRED 

Ecu íify    £7     lmn    O"      Swpplitr't  crtáit " O*   ïaoa-h©*/ 
Licanca £7     Markating    £7      Othar   "£T    («••»•  specify) 

, 
III.     COMMERCIAL  ASPECTS   OF  TPi  PRODUCT 

1. Total  domestic   eonausptioA:     (nwantity  ana  vaina) 

2. Praaant sourcas   of  supply. 

(*)     Local production: 

(b)     lapons:                                                                                                            1 

S. Projected canauaption: 
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4. Existing production facilititi and «xptnsion plant of 

local manufactures affacting tht project: 

5. Exports: 

Prasant:  (quantify and valut) 

< 

Projtcttd: quantity and valut) 

ft. Prict of product:  (ix-factory/landtd) 

Proposti prict:  (ptr  )  USI 

lajportad:  (ptr  ) U5$ 

Local competition (ptr . ...) USI 

IV.  PHYSICAL áSPICTS 

i. Sitt of land and buildings: 

2. Availability of labour:  (skilltd, unskilled» wagt 

scaliti, USî) 

S. 

(a) Location» distança fro« plant sitt:  («ilti) 

(b) Typti, prados, cost:  (US$) f.o.b. plant sita 

(¡•portant - full dttails pitas«) 

4. Locally availablt parti on components of tht nroiuct: 

(Itti and costs) 

S. Infrastructure:  (a.g. harbour» railway, roads, natta 

m «attr disposal, utilities, ttc.) 

. ê. Utilities;  (t.f., futi, untar, ttc.) US$ 

V.  ECONOMIC ASPECTS 

1. laportaaca in rtlation to tht Statt and tht Plan targets: 

1, (t.f. priorltits) 

I. l§o«o»ic notivatiom of tht projtct:  (t.f. spoetai tkilli 

import substitution, ttc.) 

S. Inctntivts to bt pranttd for tht btntfit of tht profact: 

(t.f. tax axtvation, frtt capital repatriation» duty 

frtt of machinery» ttc.) 
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4. Special reasons why projects •houli appeal to foreign 

investor:  (a.f. availability of »at» salariala, 

proxiaity to aarkat, ate.) 

VI.  PIHANCIAl ASPECTS 

1. Composition of Investment:  (rough estimates - in US$) 

Local Coit  Portim Eichamt  Total 

i.  Pre-investaent 
costi: 

t», astati: 

Land 

Building 

Machinery 

e.     Estimata«! work- 
ing capital 

Total 

Proposai financial plan 

io you have a datai lad plan» Ye» £7  No  £7 

If yes, plaaaa eoaplata - 
Local Cost  ffereitn Bxchaatt  Iff a I 

a. Equity 

b. Loan capital 

€.  Supplier*! 
credit       _  . — 

% Total (sa«« aa 

previous total) 

VII.      APPITIOtfâL   lELEVâWT   MPOaMATIOtf 
I.    Proposai ltfal  structura:     (o.g..  privata  company, aliai) 

I.     Documentation 

(•)     Indicata what  documentation  is available  for ravit»: 
(t.g.,  feasibility study, market  study) 
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(b)     Additional  studies  needed in order to  coaplete 

the proposal 

J.     Indicato  if the project has previously been subaitted 

to external  fourcei   of financing or   others: 

VIII.     GENEKAI  COMf'FMTS       (e.g..   1»   2»   a»   if the  Government  sccepti 

the proposed  regioni!   free*trade  agreeaent, production will 

be  doublte;   etc.) 
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