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HISTORICAL BACK GROUND 

1. The first effort to build an iron & steel industry in the country 
was initiated by the Government 1n the late 1950*s, though 1t 1s 
known that geolc^-cal surveys to fine possible deposits of Iron 
ore and coking coal were started at a much earlier date. 

2. In the'early ISSO's the Government finally concluded a technical 
assistance agreement with the U.5.S.F1.. for the establishment of 
a 100,000 ton/year semi -integrated steel mill at a cost of over 
US$ 35 millions, primarily intended to process domestic steel 
scrap by smelting in open hearth furnaces then rolling to product 
round bars, licht sections end wire rod, 

3. This plant is located near a village called "Cilegon" at tht far 
western part of the island of Oc.va, «bout 8 wiles inland from a 
raturai deep-sec har&our of Korek. 
The construction of tris plant rhich was started in 1962 was sus- 
pended four years later, in 136?, because of deficiency   in local 
currency, even though 85% of the equipment, worth nearly US$ 28 
million, were already at the site, and 60% of the civil works had 
been completed. 

4. Little was done except reconssrvation of the equipment until Mrly 
1972 when the G:vemrant forced a joint company with the Indonesi- 
an Oil Company, Pertar.ina, by the name c* "Kra'iatau Steel", which 
then as successor of the ferver dleoon Steel Project continued 
the construction act'vi-y at the s He.. 



- 3 - 

5. Nov/, tñro-jt* ?.n extre**7y slsw process, the Cilegon Steel Projet 
..     -.-. -..c ,,,,, ,.0... ....    t.'il  , ?l-]y tnis year, black 

wire nss already be*»r, crc^r-~G -v-«^ •'rnn-j-nr; ,..;*.„ *.„,< „+ * , • -'  •' .J0' --o *<re rod at a capacity 
o.   »o.OCO ,r-/y,ar, and a ccnttous ,pira-| welded pipe unit has 
,130 starts itr. trIM  operrVW, p^nc; pi.o with dimeter fro, 

6. The Inn «king plow,  firs'. I«•*««, by » 5roup of Ge• »n- 
su.twts w« orig:pf17y P1arned te be built in tte Lap«, „„on, 
ware it w.js s,p,Wd thai ^tite/raonetite iron ore could be 
rtned .eonaHc^V. HOKW.r ^ a1„t ,Cïer cœa ,nto ^     sinK 

It w« finally fc«•-:««; a« ^ <«,, 0,, ¿SJOs1t w„ „„ 

•novgh to jwtlf, e si.« ft-me=P „»retion et M economical b«is. 
(»M -=ble 1 or, the ««rr, .-;,,,,-;, rarnetí* or, of s»«t«l. 

7. ¡ta»*ne ». rndont.1« *v„n•t ,-„ si5,Sd .nother agrtt•„t 
«UH u» k.s.S.5. in ;xt 5Vowi„, *„rt expats, wr*1„, m co- 
operation witt Indo-,-;-, çe.lojT.?, -nd »sins«, to cerr, ,„t 
a comprehensivo 5C,;„-;„1 fjrvoy in S-wtt-m ,„d Eastern Kali- 
»antan (Domeo),;. „ *fcrt Ä ,ír¿ b„ir raw naíeHílj {ínM 

cenno «al -d VMS;„,) t, ,,.,,-;,v ,hc „u,11jhnl9nt „f ,„ ^ 
tecrated itBei.,lv w-:::, SB ;,it.:.:1 ct;îc1_y ef ., 3 „„.^ 
per annum. 

S. This survty unfortunately ended before completion of tht 
entire proersn, in ]a-:5 1955, 

Newrthele*» the results of *h^ <nvsst<?at1on can bt «ntf*«* 
« a valuare inferiori fo- f^r* reference (see table-? hi. 
nati te-magnetiti ore-, o' :<r."!f^nt-n). 
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«J. Pre-war no^^u^,' Investi qat-'^nr c' ir. co ve red Ni-O bearing Iron 

Uteri t.*  in SUTùWWî a xi Kah:v.:ite:ï (Tav;s-3) and titani ferrous 

»ragno tUe sand c'o:)or.1t?s 'vi the •;?'. ancis of Java and Bali  (table-4), 

with little significane« uo the fu'ther development of the country's 

iron r< stool   "*ndu*>try. 

10. At prosont there Is no Iron makirc facilities In the country. 

In 1971 a nimbo** of ¿crestic privrie investors initiated projects 

to establish : tec » mills with ccprdty range *"ro!n as small as 

5,000 ton/year up to 25.CC0 ton/year. 

Most of those mini-irli: s a*c ser?? or billet rs-rollers, producing 

reinforcing bars and snail strips. 

Sone have 5 to 10-ton electric arc furnace fer sire*ting local 

scrap cast-ng Into billet-sire ircot. 

11. Though tho Government has 1s:-•-•ed "ícense capacity-of ovtr 

1,000,000 ten stcM/y^a" unrl  the end of 1372, but the net Out- 

put of 1972 is only a little over SO,COO ton and by 1974 this 

fieurt» will N? evicted to '« ~^--* y- to 200,000 ton, not coun£ 

ire the CI leçon product'on o-" *2S~0 ton. 

The overall  pictu»*o of nos.» î^ 'r.^orci"C bar nil's is shown in 

tabic -5 . 

12. The secondary products o' t-c stool industry such as. 8.Î. sheet, 

steel p;to. çvv.rree wi**»   nd .lall w*re a**e In their early 

sticr» cf dove* cogent. 

Lasv yca-'s dneíflc r-cdvet-.c* 5" t'-isewas: 6.1. sheet» 70,003 

tor; stiel  PTO, 30.CC? to-.;  ar.¿ ça* vani zee/ black wire !5,C00 

t?w; a*.*   'ici-•*•";" "xctt G.I. ?Ne*?'. are h clow the ccv^try's tíewanó 

O* tV «arc v*.:*\ 

••H 
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13. To sum up, tho 19/2 total Rational stesi production only reached 
200,000 ton, about 3C% of the total steel consumed 1n the country. 

THE FUTURE Of THE INTONES I WJ^^M^JSTTV 

14. Not very much was accc:npl1s:icd by the end of the first eight-year 
OverMI Development Plan (19C1 - 1969). 
This plan, with extremely diversified physical targets, many of 
them not realistic, «./as notn.ng nore than a huge compilation of 
desires cf many p-:?le. Many industrial development projects were 
not completed and left uncrr'.ain for rrany years, including the 
Cilegon Steel Project. 

1«. Tlwe»tí»ijN realistic first five-year development plan 
(called -PELITA" -I") for 1SÍ19 - 1974 with strong emphasis on 
agricultural development and rehabilitation of infra-structure. 
Again the industrial sector, in particular the iron & steel In- 
dustry, was put aside, with priority only given to that which 
directly supports the development of agriculture and rehabili- 
tation of 1n*ra-structure   P«at1cclly no government spending was 
directed to the. deve!opinent of the country's iron S steel In- 
dustry, except for survey end research. 

16. Consequently private capital took over the investment to fill 
up the gap. Scarcity of capital in the country, together with 
vtry high interest rated 25! -er annum) is reflected in the de- 
velopment of only small steel frills. These mills ere scattered 
in many pieces, close tor the centre of potential market areas, 
using those infra-structure facilities which already exist. 



They are self supporting in che supply of power and wattr which 

increase the er.xunt of th<? i ri ti?,1 investment. 

17. Without Governor'; support in the infra -structure facilities, 

these small wills have to ficht against hard competition of si- 

milar products imported into the country.  Importad products are 
subject to 10% import duty and 5? import sales tax, and the 

ingots and remoli able scrap (bas'c raw material for the mills) 
are subject to 5% import duty end 5% import sales tax. 

18. Some of these domestic mills liavr» their own electric are fumieif 

for melting local scrap. The Government banned the export of stiil 

scrap whe~. the supply of high quality local scrap had     almdv 
became scarce» making 

inévitable. 
the import of scrap in the irradiate futuri 

TS. Foreign and domestic Investment "lews, effective since 1967 tt.d 

1968 respectively, have been attracting investment in the stiel 

Industry, linder the provisions n- these two laws, the Investor 
may obtain some pr'vilr£!?•?. ;-   «j. ^J-.e-.-s, ta:, ho! Hiy for a 

maximum p ri od òf 5 years, exempvton from di vi dent tax for a pe- 

riod not exceeding 5 yea»*, .r\¡a import duty for equipment and 
materials to be used for bui "dina the factory, fret import duty 

for raw materials for two years supply, capital stamp tax on thi 
movement of capital, etc. 

Despite the high interest rate on capital from the local banks, 

doiMStic Investment in the steel industry prevails. 
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20. From thè raw mgterí.ilí poi -t r? V1PW, indonesia is less fortunata 

compara to 1t$ nelçhbouring ceñirles such as India or Australi« 
where high grade -o* rr, ,-v w.->g C0:, a-n aLunrtant.    However, 

the size of potation combined Wth rapid creine economy makes 
the future of the country's ire- rnd <teel industry promising. 

Ute last yea-, In October - VovemSer, a team of Japanese experts 
•nade ar elaborate survey on the i• ,lnd  ntr.-oi r*velcoment of In- 
donesia. Thin team. In their $arv?y report, by using three differ 
ent methods, i.e. to rum up secto- by sector demand foricasts, 
macro analysis using Gross Domestic Production (G.O.P.) and nacro 

analysis us'nç Gross nestle Capital 7onrat1nn (G.D.C.F.), come 
to a concision as foil own: 

forecast o^ Appa>*ent Steel Consueti on: 

Yfar    I ïnSÎsîe?.sl:eç1 b55isv Converted to crude stnl basis 
• 1000 t (Kç per cepita): ?000 t, (kg p^r capita) 

668.0 (5.6) 
933.0 (7.2) 

1.651.0 (11.^) 
2.920.0 C?.?) 

853.7 (7.1)* 
1.190.3 (9.1) 

2.100.0 (14.5) 

3.730,0 (22.8) 

Source: CTGA Report, January 

See also eha*^ attached. 

21. Frem the forecast made above, the annual growth rate of steel 

consumption, measured as a percentage and in proportion to the 
annual growth of the SOP, 1s tabulated a? follows: 

pe*>r*d   ; annval growth reto of 
: r.teel consiretion 

1971-«7¿: 
75- 79: 
50- 8'r: 

11.8* 

12.45Í 

12. if. 

steel consumption Growth 
rate/growth rate of GOP 

1.66 

1.33 

1.27 



Tho Product r'x *r: as fri lev," 

:  1970-72 üvr::cr : 1974 1979 

long product 
flat product 
Tubular product 

'-rO.tf.- 

wv. U 

<11    I» 
C I . V 

¿2.0% 

35.8 

22.2 

41.2% 

38.3 

20.5 

22. From tha previous surveys Investigations and studies made by experts 
from various countries, fully supported by Indonesian engineers and 
economists who have continuously tried to find a solid economic 
justification for the establishment of a national iron & steel in- 
dustry, it could be swrw.rizo>: t'-uv: the future development of the 
Indonesian iron ä steel industry will defend almost entirely on the 
potential market ir e country witt 120 million people. 

23. Other encouraging factors that could enhance the development of the 
Indonesian iron and steel vnd.stry ar?: 
- potential low cost labour force mat could easily be trained for 

practically ¿11 kinds of trndss: 
- the possibility of using natural gas as reducing agent and fuel 

(reformed into H? and CC) if the current exploration succeed 1n 
finding Urge enough deposits of nr.tural gas in the vicinity of 
a suitable location for an iron fi s tee?    industry complex. Al U 
is widely known, through Midlarid-fioaP      or HYLSA process, iron 

sponges or pellets could be economically produced fro» iron ore 
by using natural gas. 

For Indonesia, the devolepmcrt of a national Iron and steel Indus* 
try has a two-fold benefit, a.foreign currency saving, especially 
when time cesses that a fully integrated dll be cones justified by 
the volu- of irarket, ^ fio eirployaent for Indonesian labour 
that is entering the labour rrarlcet at a vast, rate evevy «ear. 



24. At present, thera ¿re '••« r--- ,;-, r-,      - 
wpadty over 20Û.CC0 tor/v^'.  "   """    °' bUlU^ Steel ""^ with 

Negotiations arc now unt^a, •**?.» Kr,...fv. - ,      . 

r«duc'i,~ ,--   •     • ^Wted steri mill, using direct 

¡to cor.•« c.,,a,i„, ^"„"r ! :'"?,'V' **•••* •• *»/*» 

ed steel mill w<t, an 1....-.1 /       ' 'GC S'Uy ror a -"* <«*¥«£ 

25. In the secondary s*-«-»*] n•,«,,,.* ^ 
«..y -.„*., orocucu, srp^at• Steel tooe*,W with **t 

Japanesa partner Is —« wr>-- -^ r* -°9—*r wi j» ,ts Wt" <•••'£ i0*  ^vernra.-it annro^al to s-m 
a cold rev<c^;.-in.~nr .*0 nr0fi..r„ „„ v „ ,. ,   .   ü"'ro'ai t0 »-Ht 

.pacn.) of 325,000 ten/year by -er-;    *n« «..«„n   • ~ 
demand of steel ih^t • • *•,» ^.. .       , *       çrow1R9 

"'     e "-  -ry. Anoth-r Ja*?n«so Da-*•* «i 
Krakateu Ste»l is <iAni**--r. -. -      partner of 
t hl. . '*  ' - f.^a   to .„he Government to es- 
tablish a v.ire rxJ rfli at a c,D,c,,.y   f ,.„, , 
Plants will b« I^.H fn t,rt 

y vf ^'°00 t0n/yeCr' Bo^ *  '--ö7--.G i.ì tre G, (?Qcn arec, 

26. Furthermore the Japc-iesc Iron « st.vi çIIW,u v* .4     .     * 
„„„4. , . ?! SurVs?y Mission In th'.r re- 
port proposed in the lona t««i t*p Ki 'Ví„„ .*       4 . 
mm -r« *•    , J     ^ tr' blil3^ng of <m integrated steel 
win 1n Me Anyer lor re^nr.    ••• c- ^,lfS    - „.     „„      " 
4^*   *      . '^    •> v.- > South o-, tr»e dleaon Steel Pro- 
ject, to mike benefit of the ^Vy of Vr^H    I   J     I 
supjslv of Aii-tnii« •   *ncon«1« to the abundant supply 0f AUjtrûllân :ron ^ amJ ^^        al cck 

the Government decided +« T-.J-« ••««  •        . ' 
t. -C1!-0 "0 n'ûSû tfle ifiyer Lor region the site fer 
the ruture steel ind'j~»-n/ r,v^i«.. r ^ , 
In», in* .-   i C!n wh1ch m03t of the country's Iron and steel products will ¡>e supplied. 
This oroposed inteiM^^d mí1-' ..•?*•• • 
n^ nnn •    v     nt-^^- mt! : v-i  , nave an initial capacity of 
0*5,000 ton/year crude st.^1  t^-/^ w -f -.« .       / -•' v.-i... a,,d c:t tre second stare of de- 
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velopntent ;ho cecity V;î:I rw- %CC0,0M ton/year crude steel 
(1934) with tota-: mtcndsd invece*-: of us* 420 million includ- 
ing a heavy ,.rcei oi- i"-:>^ ,;-.c,.:r2 of US$ 85 million 
The mill will orQòir* h-;1*-:-.-.-,    w-i^   v^-i      u«* ,~-i      j     ... V.-J... ,.,., u.... , >,. :, rod ,. hot ceil and cold pig 
iron for foundry. 

27. To encourage ths development of the iron S steel industry, ft 1s 
thought that the infrastructure -?tf Hties. such es power, water, 
road system, hartou-, railway, et-, sovld be built with direct 
Government investment end. in return, the future steel industry 
should not-have to bo excessively protected against the competit- 
ion of the worl<* steel market. 

Furthers the interinsular and the constai transportation system 
which is the backbone cf fie rat'en's inter-island sea conmuni- 
cation should be re-orcar^d, in reticular, to rationalize the 
cost elon-*>t. 

2S. To support the manpower una research     aspect for tha development 
of Iron S steel industry, Rn ;U.r.c. {Kst,ls Industfy n^op^nt 

Cantre) with tecuca! ?».* finanzi s.nD0rt of the Belgian Govern 
*nt. is now nearin:i conuletlon. This research and development 
centre 1s located at B^d^ç, &st Java, the home of the oldest and 
the most advanced technical sc'ico; the Institute of Technology   Ban 
dung (Î.T.B.). The M.l.n.C. h.,s ^cili^ ;or tra,nírw f ft ^^     - 

equipped macMne shop togot:-- with testing and -ality control ap. 
paratus, foundry shop, horary, ,ird tl,? s,?p0rtirg facilities such 

B_ 
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as office bufIdirïg, dormite v, etc. 

In the future, the >-\:.D.C. will vacóme technical cooperation 
with more advanced Industri tlizec! nations. 

CONCLUSION 

29.*At present there are only stasi mils operate 1n Indonesia 

for supplying a very strali part of the nation's need of roll- 

ed products. Prati cal ly all of the raw materials for these 

mills have to be imported except a limited amount of melting 

scrap supplied frer indi gene us sources. 

Indonesia has no significant amount of basic raw materials 

(high grade iron ore and netallurrîcal coke) for the establish- 
went of iron S steel  Industry. 

The future development of the country's iron & steel industry 

will depend almost entirely on the existence of a potential 
market for iron & steel products. 

The proximity of Indonesia to the abundant supply tfttntfillan 
Iron ore and metalúrgica! coke will enhance the the future *m 

lopment of the national iron & stsel industry. 

Direct investment by the Government in infrastructural facili- 
ties for the iron & steel industry 1s strongly recorded 1n 

order not to exert excessive burden on initial Invests»* which 

could make th? cost cf the iron & st*el products even less com- 
petitive to th'3 international markst prices. 

To rationalize the sea transportation cost, the Government is 

expected to re-organise tte interinsular and coastal transport 
ation system. "" 



~«bls    1 

HI?^*J!L^''£^nïT^ or si"(flTRA 

.  deposits 

1. Pemetang Durhan 
2. Tanjung Senang- 

PenyancHngan 
3. Riau-Kirangen 

Total 

-escrve, iretrfc ten 
•3roved     : orobsbl» : possible :   total 

260*000 : 2C0*C00   : 150.000 :     690*000 

: î 

25,CC0 ; 450,000   : 700,000 : 1.1754000 
1,5»cc3 :       -        : 170,000 :     185,000 

300, QCO : 730,000   :1.020»000 î 2.050,000 

Source: Ospattwent ef Wwts 
OTCA Report 
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NI - Cr 3:ARIN^jX;._LPT;-';J"r^ y> SL'LAií^T AN!) 
;'AL:W:?--;\' ~" 

deposi ts 

SULAWESI 

1. Larona 

2. Llngkona 
3. Lingkobalt   . 
4. Karipinan 
5. Boneputih 

Total 

1. Gunung Kufcusan 
2. Seouku Island 
3. Suwangi Island 
4. Danawan island 

Total 

proved 
_r*>?rvc, TO trie ten 

probable possible? total 

370,COO,CCO : 370,000,000 

1,500,000 :     1,500,000 
1,500,CCO 

1,00O,0CO 
2,000,000 

1,500,000 

1,000,000 
2,000,000 

376.^0,000 :  376,000,000 

6,303,000 19,817,000 
176,000,000 

25,000 
7,500,000 

176,000,000 
26,120,000 

25,000 
7f*iOO,000 

:     6,303,000 :    19,817,000 : 183,525,000 : 209,645,000 

Totaî :      6,303,000 :    19,817,000 :  553,525,000 : 585,645,000 
^•••.•^•«.«.„.„„^„„„„„.«„„„^^^^^^^^^^ 

Hôtes:   1. Sulawesi : average Fa content » /.? percent 

*• Mientan: Fe - contant - 4(' - "c percent 
Ni - content - C.GG percent 
Cr2°3 a c-?* récent 

3' frfercneet    - Sioit S (1959) ''yiro-f.ls and Mining *n Indonesia" 
- Cordelen, O. van {i <•/.«) "The Gcc'oçy of Indonesia* 

vol. î! 

source: Dop.^tttsrt of Mines 
C CA •"eco"!; 
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¡e ble 

REINFORCING BAR MTU s 

NO Plant Location 

1, 

2. 

I. 

4. 

S. 

6. 

Midan 

Pilembang 

Jakarta 

CI logon 

Clrebon 

t   Sw« rang 

:   Surabaya 

Total 

: No of plans : Licensed capacity ton/year*) 

3 

30 

5 :               S5.500 

1 :               12,000 

16 S42,S0O 

1 270,000 

1 :                40,000 

2          : 24,500 

4          « 54,839 

1.043,700 

Note: Source ï Dept. of Industry 
1. Estimate total Investment U3$ 100 mlillort 

2. Most of the licenses Issued 1n 1971 

3. Total production of If72: 83.000 ton 

7»7S   of the licensed capacity) 

•. TNtst plants m 1n various stages of censtruetlof» 
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Techno-Kcononic Data Sheet for 
Iron and Steel Induatrioo of Developing Countn«,«, 

Xaae of Country fndonesl a 

PRODUCTION 

(thousand metric tons) 
CONSUMPTION 

(thousand metric tons) 

197í' 
Actual 

1975 
Projected 

19ÔO 
Projected 

1972 
Actual 

1975 
Projected 

I 
1980 *) 

Projected 
Iron ort - - - - - 1.000 

Mancaneee or« 20 27 43 - - 10 
Coking coal - - - - 

Mon-coking coal 200 200 200 200 200 200 
Paliate or sinter - - 773 - - 773 
Coke-even coke - 50 100 600 
Pig iron - 642 20 40 707 
Crue« eteel - >     j •81S - '* 815 
Votai rollad 
producta 80 450 1070 750 1075 1875 

Proved Se tina ted iron or« reaervee 
(alllion aetric tona) 

Hematite/magnetite 515 
Ni-Cr laterite    6,303 
T1-sand             217,520 

Hematl te/magneti tt 10,758 
Ni-Cr Utente      579,342 
TI-sand                 260,136 

Coking coal réservée 
(Million aetric tona) 

not available not available 

Maturai gaa réservée 
(aiIlion Mtric tona) not known not known 

*) Consumption 1B 1984: 
Iron ore 

Mn-ore 

Sintered ore 
Coke oven coke 

P1g, Iron 
Crude steel 

2,900,000 ton 
28,000 ton 

1,980,000 ton 
1,100,000 ton 

2,000,000 ton 
2,000,000 ton 
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