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Introduction

Purine the nast one year, several industries in Indonecsia have been
chavaterised by over-capacity, over-production, stock niline and low cana-
:ity utilization, In ~uch a situation, the industries naturally tuen to the
Corernment for help. The Governmant, while sympathetic to the loeal
industry, 1s more interested in locatine the factors that have contributed
to the development of this sftuation. The nolielrs hitherto followed have
already been quite favourable to the local industries and if inspitn of
such a orofeirred treatment the current situation has evelnned, it s
neccssary to cxamine the hasie causes resnonsin’e for the istress of many
‘2 ustries and ro spe hou far the nolicies necd to be modifiad to correct
th oresent situacion, "Mt ehye nhfective in mia!, the Seerntary - feneral
in the Mnistrv of Induatry svrcese~1 that I shnull examine the *alvanised
{rca aheet industry vhich i« tynical 42 the proun of metal-based {ndustrics,

To errry out this investipation, most of the £1214 work was done durine
the perfod July - Cctober 1975 and herce information eontained in this
vepor” relatea to that period. However, vhercver recont data were available,
the same have baen incorporated. e have examinod in detatl the various
“Liuetural asnects of the industry viz canacity, output, cuality, prices,
costs and returns. Information on some of thaso asnects was easy to obtain
but that on several cructal elements could not - Treetly colloeted due to
rhe reluctsnce of the firms. Nence ve had to eclleet or estimate such

information from Airect as well as indirert sources.




YVor, th: main cnphssis ~f gha rep rt has beoan to axaming how
the vartious »nlicy {ustruments aave 1ffictid can duvelonant of
this industry. Ve have alen cup~ested cartain ~niifications necosanry
to direci the industrial tevelapreat or ccomemicallv reuad 1ines which
13 the avowad sbjective ~f the averpren

In tha areparatiom of thig waoovrt T hrd e ~rangragiar o f
saveenl nfficinle nnd qon-nfficti-'s. T- v ieetqp - g edal thanks
are duz tn 'y, Ahmed % arot, Sacratavy- Teasrs oand Mr., Anwar Torahir,
Chizf of Purary of Plamin~ an-; Dovobanm s iy eho Mnigrey of Industey,
T anm aloy thanl ful o FE{~falg ~Ff « . Mireetor=Cenceal, “etals apd
Yachinery €rr srevidine nee’u; nfreratten. Tinally [ must thank various
reorepenarives ~f firns and  numerane “estors faor erten ling the necassary

conreration,

7.3, SHARMA
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SECTION 1
TNE PROSLEM




2.

In pursunance of the objective of promotri .« Ircort aubstitution
{ndustries, the Government of Indonesia has folloved the policy
of encourapgine the establishment of several industries base!

on import of raw materials, at least in the ffirst nhase of
development. The Galvaniewd, Iron Sheet is one aouch inductry
that pot established quite early under this nolicy. The poliecy
instruments adopted to achieve the above shiective have been

larpely the followine ¢

a. Immort of ~.1. Sheet vas comnletelv banned in 1770
h. Investment in the industry, both foreicrn and domestic, was

closed in 1972,

In consequence, the industry developed fast., The current installed
canacity is much in exces: of the local demand. This has created

a larpe idle capacity in the industry. The viewnoint of the industry
is that 1ts main problem {is overprotuctinn, some units are workine

below capacity and .ance incurrine losses,




This report presents facts ahout the current state of the
industry and examines the effrctiveness nf the policy instruments
in achieving the nlan ob{ectives. "e would also siarast measures
that could he taken tn Airect the develooment of this industry on
sound lines but more importantly suceest vhat should be done teo
prevent such situations develooine {n other industries in the

years to come.
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Introduction

3. In Ausust 1971, the import of G,1. sheets vas hanned, A few months
later, the import of Iron Sheet Poofinr2 was also ban=ed to nrevent
clandestine imports under Ai{fferent name. Actunlly, the two nrofucts
are similar. The {mnort han was irmposed nrimarily to prntect the
domestic industry zeainat foreien commetition. In all, a total of 22
1icenses were issued, Considerine that adequate licensine capacity
had heen sanctioned, the Government closel this industry fur further

investment in 1072,

Imnngtance of G.1, Sheet Industry

h. Amonp mrzal industries set up in Indonesia, the G.I. sheet industry

is quite important as seen from the followine outnut data :

Production in 1974 - 1975

T
Iron Rars 115,090
Steel Pipes 94 , 7NN
C.1. Sheet 7,000
Steel ires N, nnn

Source : Ministry of Industry
Actually the 1,1, sheet industry develoned much earlier than the other
netal {ndustrics and till 1470 - 71 the outmut of G.1. sheet was highest
amony such industries (Tahle 1), "ence the findiners about this {ndustry
are likely to be relevant to the other metal industries ss well.
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1. Yentnr{ Perdaeanpan No, 113/¥p/VII1/1979,
2. Menter-. Perdacanpan No, 29/XP/11/1971.




7.

Capacity of G,1. Sheet Industry.

At nresent ( Sent. 197% ), there are 11 nlants in nroduction, 5 joint
ventures and 6 domestic units. Additionaliy, another domestic rlant
currently under construction 1is likelvy tn eo in rroduction by the end
of this year. The total annual installed caoacity1 of all these units

is estimated at over 757,91 *T  on a three shift basis, Table 2

)
Vowever, the total licenses annrove! hy the fiovernment were 27 {in number

with installed capacitv of about 57,N9 T, Table 3. The remainine 11

licenses have expired since these have not heen renewed, Any vay the

liconecey "ave rno intention of {mnlementin~ the licenses in view of the

over-capacity already installed. A elose look at the licenses rrante-
(Table 3) reveals that in Indonesia too (1ike many other countries vhere
licensine system prevails) certain firms have attemnted to pre-empt the

capacity by securine several licenses - the same name.

A word may be said about the aystem of licensine (knovm as Investment
anprovals) in Indonesia. Any entrenrencur desirine -~ sot up an industry
has tn secure an investment license from the fanital Inve-tment Coordination
"oard (P¥PY), This system 13 to ensure <hat the manufacturia~ capacity 1in
anv i{ndustry or for arv nroduct Jnes not exceed the anticipated home demand
(exports not heine conmidered feasible at this etace for several nroducts).

This svstem i sunposed to rrevent d{version of investible

- > s st - -

1. Capacity is related to the thickness of the shect, The same machinery
will nroduce low outnut of thick sheets and larse volum= of thin sheets,
Actual output normally consists of sheets of varyine sizes of thickness.




regources {n saturated {ndustries, ot the same time ensuring adecuate
canacitv huill-ur to meet the Inonal noceds., A further advantace ( in
favour of this system ) zould alsn he claimed that by issuine several
licenses competition could he ensured there by preventina mononnlistic
conditions. VWowever, for the asvstem tn he effective in realising all
thes~ henefits, certain nregonditions ~ac1 o he fulfilled, TPar
instance, the Government (TKP' or the concernrd office of the '"{nistry)
should have at least broad idea ahout the dnre3t’ -, Jarand current as
vell as that for the next £ vears,

This may nerhans be possible for a fe- major woluets "t 1t ‘s rather
Aifficult to have such estimat~s for {nnurer="hle consurar H-oducts or
thelr rarts nparticularly under th» nresent situation *en nformation
shout the m2y{or statistical variahlnas for ectimatin~ demand i{s eorossly
fnale~rnate, Durine nur stuiv of the “alvanised Iron Sheet Industry we
foun:. that the concernes offic~ had ,4ttle 1dea about the demand and
hence the investment annlicants were asted to submit their own demand
estimates. In consequence, for tie current Aomest{ic annual demand of
1% to Y9N thousan? MT, Jicenses were 1ssuel for 151,9N I'T capacity
an' the actual caracitv already installed 1s 57 .91 T, Thus 1t
coruld bo 3aid that the situation is just the oprposite of what was
intended to be achieved by the 1icensinc system, Further, investments
have hren misallocateAd ani the supplv far execceds the Jdemand, There
ia 1+ evidence a tandency on the part of the nroducers to curtail
srotuction to match supnly with domand. Thats 13 in contrast t- the

soirie of competition which shnuld hawe oneousaced tha majiew

fmnrovement and/or price reduction.




Actual Production

« The nroduction of ©,1. sheets increnasa’ fant from 5,650 T in 1667
to HR,AND T 41 1971 - 1977 and theveafter rose slrly havinp stabilised
24 70,000 .10 during the lagt three re~rs, Table 1.
Thiie 1 partly due to the fact that this conacity 4s more than the
current Adomestic lemand and alee due to the closure of the industry for

further invegtment in 1977,

7. Threae production fioures are ohtained from the '"inistrv of Industey.
fince these fioures are reveated at 77,90 "'T for the 1ast two years,
these apnear to be very hrnad estimates rather than actual nroduction
statiatics. Durine our visit to ten units (out nf 11 in nproduction),
we found that there was orrar variance hetirean monthly nroduction
f{ouresl and canacity from factorv to factory. Some units worle’ full
three sl {fts whila others wor¥ad tun ar ~nly ane =hifc, This was based
o1 marset situation and nonularvitv ~f che “rnlucts € cack factor-. Ve
found that {n Julv 1975, actual nroduction for 11 factnries was ahout
1,00 T, Table 7, If July fienres are taven to he normal, the annual

nraoiuction wonld amount to nearly 170,000 7,

e " 2 L - -t WP s WP AR AP e WD -

1. “onthlv fipures for cach could also vary jue to repairs,
hreaikdonm, shortape of rav material, Aemand, ete.




This ia nerhaps overestimets. The actual annual output may be in hetween
these two fipures, say in the ranpr of 9" - 1N" thousand MT,

The hest vay to have reliahle nroduction data 1is to repularly ret monthly
statistics from each unit and eat thase data centrally tabulated. The
current arranrement is rather inadequate for the collection of such
information. Fven the Association1 of ;,1., she>t ~roducers dnes not have

these Aata,

10, Another way to test the accuracv of theae "ata s to comiare the outmut
vith irmorts of raw materials, For .1, sheet industry, the main raw
material {s cold rolled sheer. The malnr coisurers of cold rolled she-~t
are tha G, T, sheet factories but »sthcr firmg makir~e nroduccs such as
automohile bodies and metal furniturs also us=: the cold rolled sheets.
Televant ficures ohtained from the Stecl Federation nf Japan ahbout Indo-

nesian imports of cold rolled sheet/coil are as follows :

1973 1974
Total imports (°'T) 152,720 122,200
Imnorts from Janan (O'T) 147,000 119,900

The fieures are in line vith the chaneca in the market situation of
G.1. sheets in Indonesia from 1973 to 1974, Tr 1774 th~ demand for
.1. sheets had declined which led to the curtailment of nroduction

in that year. This is well reflected {n the ahove inmport

- - - - -

1. Association of Galvanised Iron Sheet Producers  (NAPSY),




firures. Mowever, the nroduction data suoplied hy the ‘inistrv at
the same level (7,7 ™T) {n both the years doegs nnt reflect the

correct situation.

11. The final nroduet comine out of the factorv is in tun forms,
corrurated sheat and nlain sheet. The nroduct mix varies from factory
to factory and month to month deperdine an the demand at a viven time,
Rourhilv 77 ner cent of the sheets are corrurated an! 30 per cent nlain,
Corrueated shrets are used for roofinec ( say 9" rer cent ) and fencine,
Plain sheets are used for water tanks, containers, utensils, lamps, ete.

Thare {s heavy nreference for corrurated sheets for roofing nurposes all

nver the countey excent in Java‘.
This is nartly hecause in Java tilrs are cheaner than sheets and partly {

dae to customary nreference for tiles in Java.

Size of Sheets

17, ™Ath : Java, the factories normallv nrodrcs sheets 3 feet wide, vhile
outsida Java common sizes are 3 and 2.5 feet «'ith hravy nreference for

the latter,

13, YTeneth @ "‘ost of the sheets nroduce! are 6 feet but some factories
2130 make loncer cheets of 7,1 and 9 feet dependine on specific needs

nf snecinl customers,
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'. The elav in Java is suitable for tilas but it 1is not that eood in
otisr 1slands. In Sumatera, there is a belief that people will not
1i{ke to live in a house covered by clay (it beine considered
synonymous with burial).




14,

15,

Thickness : Thickness of a sheet in fudeed in terms of raupe,

"ost of the factories use R (Birminecham Wire flauee) while factories
in Medan also use USG (US. Gauee) rarticularly for thin sheats.
Accordine to provisions of license, the local units can produce 1.
sheets in pauce rance mentioned in Farm T, They are ot allae! tn
rroduce paugesheyond these limits, normallv unte 1 gauge. o over

some firms produce sheets of 35 rauce (and some avern 7Y fud these sre
frecly available in the market., The actual nroductinn hy ~anece Yiffera
from factorv tn factorv and even for each factnrv fram tinme tn t'me
dependine on the demand. In ceneral, the protuction pattern is on théqe
lines: (a) In Java, factoriss nroduce thick shaets, 2% to % WG, A few
factories alao nroduce ?4 and 76 T, However, the most nonular size

is 3. BWC, (b) In Sumatea and other ialands, the tendency is to produce

relatively thin ahentsl.

Certai~ ohsnrvations about thickness may be made at this point.

The demand for BN 34 1s mainly due to its low nrice, It i3 well ¥knowm
that thin shrets are weak and hence don't last lone hut Aue to their

lov proce there is heavy nreference for their use ir house roofine.

Very thin sheets are considered poor in quality and that is whv their
nroduction {s disallowed or discouraerad in manvy countries such r2 “alarsin

and Sinearore,

Durine the course of our field tour, we learnt that sheets as
thin as "'SC 41 and 47 are nroduced in Sumatra.




16.
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Abseace of any quality control cr of fixation of standards has led
to snveral maloractices by the producers. Cortain firms are nroducing
very thin sheets to canti-e larcer gshare of the ma=ket in far off
rlaces, Sheets are sold as of certain siges thoush in fact these are

of lower size (in lenoth anAd thickness),

Qunlttz

Apart from thickness of the sheet, the other {niicator of the
quality {is ralvanising {tself. This asnect of the aunlitv is
1etermined by the vrocess of ralvanisine ant the thiclo-zy

of coatine, 1In Tndonesfn, 11 thre plants uee the hot 4ip netho
of galvanisine, This process 18 not consilerad very 1904 and

the new trend {a triards continvous ~aivanisine vrocesas, The Mot
A1r rethnd does not erveure uniform coatine over the ontire shoeet,
The thickness 13 mare on the arde of the sheet and less in the
middla, The rlants in Indonesia (excent nne) ara imported from
Janan and 1t 1a learnt that the<z (all or most of these)

are discarded nlants from Janan. It vould not be disadvantareous
to Indonesia if such nlante are brousht here at this early s am
ct industrial development as old or discarded plants. Rut since these
plants have been 1importe! as new ones it is nresume? that thase
have heen priced as such. In this situation, Indonesia has

suffered on two fronts : The quality of the products 18 rnor

snd the price of the final nroduct becomesr hish,
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17. As reeards the thickness nf coatine, thare are standar? specifications
provided by Jananese exporters (of rav material and/or machinery).
The localaanufacturers are sunposad tn use these stan-'ardq., Sec Tables
L and 5, For example, on a sheet ( 31 to ¥ ™' ) the ziac conatine
should be 1,f 0z nar square faot.
Anart frem urevenncas of coatine as stated above, it 1= loart thar
the coatine bv scveral firms {s much belos the sprcified stantard.
In many cascrs, it 1s sail to he as low as ".3 oz ner sauare foot,
Here arain, {n the absence of reculation of nuality standards the

widesorcad oractice has been to nroduce lov cuality sheets,

1. There are two ways of checkine the quality of the sheats produced,
One 18 to reg the sample sheets tested in a lahoratory vith rerard
to thickness of sheat and thickness of zinc coatinr, til nov,
standards for G,1. sheets have not heen fixed in Irdonnsia.
The other wav is to test the reaction o€ conanumers 1hou* thair
experience of the use of shorte, The =2inc eo .tinm {5 sipioite” o male
the sheets rust-resistant., “n unralvanised < aor, cher % nse? te rain,
mav rusgt soon vhich mav reduce jts 11fp, M the othpy tart) a nrarer)-
ralvanised sheet of thick ecauoca (gav 24 o 70 Ny ean atonl vein
a1l and may last 20 to 37 wvears, Durine our fiel'trira, e cortacted
numerous house o'mors havine used G,I, sheats for ronfin~ for varyine
lencths of time. The eeneral nattarn of ohservation emer~ine fram such
intorviews vas that old .1, sheets (mostlv imported) had lasted 729 to

N vnnrsl.

———

1« Luported slieets are tlickness than the locally produced ones.
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In these cases the rustine had started after 7 to 1 vears) use,

Rut {1 case of nev ghenes (Mostly mat> 1n In‘onesi-), ruetine hag stare~d
sfter 3 to S years. Thus the Afrect henefit ~f ~alvanisines may laet for

S = 1" vears whilg the sheet itself may last for 15 to 70 vpnrJ’.

As such, 1t anpears that the henefit of oalvanizine {e rather Timitet.

Imnorte

19. As mentinne? ahove, the {mmort of M.1. sheet wae banned 1n 1979,
Horrever, exemntions are alloved for immorts under nroject aid, Government
purct.ases and nev investments (hoth Jomastie and foreign) on the rround
that their quality reaufrements are of high atandard and the local
nroducts do not come un to ihes~ standards. Actual imports durine the

1a3at two yrare wers a8 follnug

Croas "eie''t C.I.F, value Averape
b 000 e, 8. value per T,
L
19713 S,h84 1% 189
1974 7,57 1329 §2s

Scuree 1 TPE (M TN, 73135900 )

1. Denendinpe on thickeess,
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These fmnor:s are verv small in commarison to +he total market neeis and
hanee nffer no comnetition tn the local {ndust:-v,

Naw “aterials

The main rav material s cold rolled sheet/coll. Cofl ie alichtly cheaner
than sheet (hy about ""S.4 5 nor M ) an< beace oveferrad {f +he factory

has the chearine machina., Most of t'a fartarice heye -hig frellity, 4 mast
ail the C.I. sheat flrms fn Indonasia have conoectic e vith Jananese tradine
or nanufactruvine firms and relv avlely oo theeo fixnd chantels for imort of
cold rolled sheete, These “irme "ave liconees “o imnort the colil rolled
sheets ;o 1~~~ Jdon't buy them locallv. Ton locai imnortine firme import
sheats mrstiy for sale o0 nen=C T, 30 ot firms, Mother 'mportant raw
materdas {s =lno, flarcely imoasried from Jaran md Australia.

Other rav m: terials required In amay) cuantity are 1oad, ammonia chloride,
kydra chilarddo acid, suifuriec acid. sulfur, tin, ailov, etc.

irrovt ‘mties

There (3 an import dutv of 4" per crat vont CIF value) on G.1. Sheet and
arother PPn tag S per cent, Vowewrer, eince thore is a complete han on
imnorts of G.1. sheets, these duties are not operativa, The imnc+t duty on
cols! rolie? gheet/coil is 1N per cent on CIF value arnd a .sther PPn at 5 per
ceﬂtl. PPn 1s cal:zulated on CIT pilus imosort dutv. Uence the {nctdence of hoth

2
dulies amounus to 15.5 bar cent on the CTV nrice

1. PPa 6 refundabls 1€ the firm fs urder tax holday.

2. Aet1l 2nteslatlom ic as follovs

0T lavea Taireunt) Fo. 107
inpovy duty (Ree masuk) 1N p.a, 19

11N
PPn foimuila
H.E. ard n.,Y, 2p. 11000
".L. {“Marea Laba) 5% 5.8 o

115.%

PFii £ per ceal on 115.5% 3.775

Total  115.77%

“hus tax incidenc~ 1s 15.775 par cent on CIT price.
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Checlr Prices

In Indonesta, there {s a2 nractice of fixin~ check prices on all fmoorts
by the customs authorities to prevent underinvoicing,

Yormally this {s done by the central office of the Custom Nepartment.
Hovever, in case of cold rolled sheets the import prices have heen
fluctuating widelv over the nast saveral menths {since the berinine of
1974). Vence the central office has stonne’ issuine check nrices an' hng
authnriged the customs officfale at ths norts to scrutinis~ the impnrt
documente carefully and fix check nrices on the anot with discretion to
chanee them as the nrices vary, To ensure cnrrect nrices the »xnorters
are renuired to oot the documenta andorsed by the officfale of the
Indonesian ~mbassies in the exnortine countries (in this case Janan),
Thourh this nrocedura nermits floxihility 1t 16 Aoubtful whether the
local cuatom officials are 11 a nositinn to Fnov the latest nrices,
par~icularly {4r outer islande vhere the imports may he {rresular. It is
learat that underinvoicine in case nf shecte is on quantity rather than on

the price fronat.

Import Price of Cold Rolled Sheeots

The {mrort rrices are calculated in terrs of haase nrriers for astandard
size ith additions for characteristics such as wrideh and ranee, Table G,

The averacc hase {mport Pricesl for col! rol o7 ghents ars as

1. The freioht component is ahout ""S.%& N g © 15/ from Janm to
Indonesia.
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follows :
us, ¢1'r
1972 231
1973 290
1074 320
1975 1st quarter 23"
1975 2rd quarter 220

hese are average hasnr urices, In 1974, vi-ices rose to about $ 37%
ona time but started falline 1:n 1775, Bazed on abnve hase srices the
A
L . :
current orice for PUG W coil {the most comnonly used eaup: in Java)

of three feect wi'th waul? work cui as faiineg

ns.8/.T,
Raaa (OIF) V.o 220
At for WC VY (see Talile &) 53
A1 for pazapine 6

55—
Say $ 27
From axamination of actual custom documeatr, ve found that the CIF
price used was 9,8 I9/MT for N.20 mm (MW %3) ar ' $ 26% for N.15 vm
(P 29) for May 1975 imports., Prices have fallen since then. In
Jalkarta mavriet, wc found that C and T price of cold rolled coil 1n
Necemher 1075 (unchaneed fnce Arril 197%) wvae & 299,T for coil of
B 34 of 3 feet width, Calculatire hack raris, thia veuld ~ive baie
orice 8 181. plus § 53 for extra thinnese and § 7 for n:-ki-e. “ovever,

the exnorters mare these additions for thair o'm use and qunt~

- o WD+ e Bt e V= < e e = e -

1. Pefert (v the lasc rater e 1975,
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the final C and ¥ price to the importers. Even with this rarket

irformation it is A{fficult to calculatr the cnerect imnort rrice to
th: factorv for two reasons. Firset, the element of effective
urderinvoicine (either 1n terms of low nrice or cuantity) 1{s not
tatm. Sneondlv, there 13 a suhstantial ravment involved for vhat 1s
mgrm 11 local parlance, "the exred{tine costs' or '{nvieihlc costs'.
Howoyor, what 13 incurred on suck account 18 made up hy savin- on taxes,
fullv ar nartially,

larkictine

"t of 1° manufacturine firms, 4 firms Aistribute their nroducts
throurh sole Afstributors white the rost sell directly to retailers
nd ovan consumers, It ie interestine to nhserve that the furction

of sol: distributors is just to recommend sales tn Afatributors
without takine any ressonsihility €ar financial sountness of the

11s :rihutors or even stockine coods., Thus the A*'str{iutor 18 an
irtarmediary without any economic functioan., This svstar 15 in faet
us-? a3 a 1r'{a to Aivare nrofites from manufacturine activity to
marietine, Of couree, narmally onc of the Jirectnre in the firm is
2199 a i{stributor. The commisaion ranres from one to five nar cent

A€ b galns price.

't rbe level of Aealers, there 18 rnod commetition and the nrofit
moreoine are rather low, The dealer’s marein {8 about Rn, 275 per
shra2: hut an this marein he can make handsome profits by
increasing volume of business. Since factoriea are well spread

over the entire country these take care of the marets of respective




rerions, Yovever, “edan factoriea are offering commetition to

other factories in Sumatra an?! Java a~d thair nrolucte are
available »a far na {n Central .Java, Tt ras commlained in many
nlaces that Uerdan factories are rrofucine very thin sheets of
suhetandard quality anl hance aro able to absorb frieeht to

lene {stans>g and yot ma‘e nrofits,

C,1. Sh-et Trices

77..Tha ratail prices are by and lare> uniform a1l over the country
{th minor A1fferencas on accnunt of location and qualicy (as
r>flectet in consumer nreferencz for cetain brand names), Thn
evfactory nrice rourhly wnr¥s out at about '1S,8 A1A »nr 'Tl
in comnarison to the CIF nrice of ahout '18.5 270 of cold rolled
sheat v1ich 1e the chief rav matorial, The d{fference would
renrescrnt the taxes, costa nf other in~ut , manufacturine costs,
denreciatisn, ovarheads and nrofits, The current nrices are ~iven
th Tatle 7,
Variatiors in nrices have bren ~ivon in Table ?, It will be
nntice?l that prices had reache? their maximum hv the end of 1273,
This rae Yuc tn rise in nrices of C.". sheet, It mav he added
t'iat thoneb the nrice of cold rolled sheet 1= a major commonent of
the final .1. sheet nrice, the latter does not necessarily depend
on the former. The mari-et sftuation at a siven time (such as sudden
snurt in Jdemand or slackness in it) has ruch ereater influence on

nrice of (.1, slieet than the

L P L D L P b B P R T

1. One T contains 179 sheets of 2,64 ¥r, sach. Fx-factory price of
me sheet 1a Pp, K75
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cost of C.R, Shect, This also larpelv determines the terms

of saie fron {irm to dealers and icalers to castomers,

Cost Strusture

Murise our nvestiecasions we foun?d *hat the firms sere very
relizin’ in sunnly information nr vaw material orices, nthar
cests Al TaTitl . In case of iairs voatares, e raund toat

“ho Jorsd o npines vou’d Feas o5kt the “aportant information
Za Wm0 s el are 1ite to nrovide data on cost structure.
Ty ool hirvy Information il the 2ctual cost of the plant and

michinery imoortad from his pnrent country and would also know

the covract nrice and nrecise qualicv of the Irported raw

sarcriale. In some cases we were afven tn understand that *ven

tire “acal nuriner woulll not have access tn such vital information.
Tiat 1s reveotied 4n the account hooke does not necessarily reflect
the _rue nosftion. Since al” th firms are nrivate limited commanies,
thesr annnal ac~nunte are circu’ate’ .nl, amon~ che Adrectors ttho are !
ahour chice to four In marher, Tvea e tax authoriti-s are not able

to aucnge tha correct taxes 4ad th's bas 157 ¢tn the well kaorm
vrac.iee of 'veerotiation' of taxes hetween the as3n8sors and aasessees.

Tyy sl Tt 44 cacher M {Fleull te mae very nreclis estimate of costs

nrvg owprofie,

vy

e e td, thepcfore, sttempt to male a broad estimate of the cret
pasa v the imformat.on we are rhle to collect durine our field
vt icatione, The followine calculatfon relates to the third

ovar - of 1775, the nerind of nur fie' ! wvork,
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Ter M/T

2. CIF Price of cold rolled sheet [IS.$ 230

h. Taxes, sav 1A p,c. 45
1?5 = "p. 134,775
c. Cost of nther inputs (s~= Table 0) 51,79
1. ""ares (Nrectors, Nff{ce, labour) 2,470
. Fxreditinoe costs 1,57N
~. "1scellansoua (office exnenses, are) 30
& a8 ", 192,775

It mav he nointed nut that the above caleulation 1e& hesd an information
supnlie? hv firma, Prom iscussions with various nersons in the industry,
it hecamr clear that the actual cnst cnuld He Aifferent, For {astance,
Aue to underinvoicine the tax eloment wouls he leasg, sav by § 20, Further,
various innut costs as piven in Tahle 7 age Hased on staniard
spncifications as recomended, the actual use heine lower. Thus, zinc
snecification 18 N,6 oz ner sq.ft but actual use {n certain cases could
he ahout its half or a little more. This couls reduece the cost hv S 40
ner T.T. Thus th~me two {teme alone c-nld pr’ o 4dowun the cost to ahout

CIRUTVILS

Neturns

The more common size of C.1, sicet use! ir lava 18 of "4 TG, Y feet
wide and ¢ fest lone, Currentlv its r<-factnry nrice {s n., 75 per
sheet. Tahle 7. As s=en ahove, the ex=factory nrice of one "™ sheets
amoun*s to US,$ AL6, Yewever, certain firms adopt nractices such as
selline a shert thinner than what {8 marked or even savine 1in lenpth,

This would aive additional marein to the firm, For instance,




32,

a sheet of above size should wefsh ? ,F4 ke but Aue tn ponr malvanisine

"

(and v{th size manirulation) 1t mav waieh as 1aw 22 7.5 '~ 33 vag
hroueht to our notice by some nf th~ Jealers in the mar'et.
This would raise the ex-factorv price tn 1"S.4. 650/“71. {th these

calculations the rross profit ner '™ w=ould rourhly he as fnollatrs ¢

Us.$/™T
Standard 1th market
Snacifications sracticns
Selltne prica 614 651
Cost price 43k 376
Yarein 167 254

Thoueh the mareins may laol hirh as calculated ner sheet or ner T,
actual profit of a firm will dnrnand on fts volume nf outnut,
investment and canacity utili-at'on. Ohviouslv, s fiem workine on =
three shift basis vill have larcor profits than that vorkine anlv

one shift. Similarlyv, a firm with Yarrer canacity and better cancite
utilization will have larcer marein than small firms uith full or
partial cavacity utilization. Fven by taline th letrar fipure as
maroin for our calculation, we cat the follawine roturn on 1nvestments

in twn hyrathetical cases.

- - - - - - -

1. The marein would further rise {f we consiAcr that very thin sheets

(USG 41 and 47) are also ~roduced by certain factortes.




Case o, 1

Aasyrmtions

Mitnut
Tixe? Tnvestment
Workine canital
“orrouine ratel
Nenreciation
Total Tross Profit 7 § 150/*T
Less interest on workine
V.78 denrecciation
et nrofit

b}
"etura on fixed {avestmont” ¢

Case "o, ?

Asgurnt{ons

Mutrut
"arline canita?l
Poat

Tatal Crnes nrofit

7

12,790 ¥T ner yvear
T, Y mn
ne,s |

T n.e. ner.

17 r.e

ne,8 1.9 mn

ner year

canital "S.8 "L m

18,8 N, 1N mn
8.8 1,45 m

l"/' n,C.

Ty T anre yoar
Us,T N mm
aame as aghove

e, N N, mn

Tnge Intereast 18,8 N,17 mn

Leag Nenreciatinng

1

€S NN e

et profit RS I PRI ‘

Paturn on fixed investment 7% n.c.

The above rf.‘turns“ are 11lustrative. Tor firms vhoa: investmorr s

hicher than otc million 8, return vauld ha 1nvar and vien vecaa,

Further, return in 1974 wouldecertainly "» mue' lover th-n that 11 1775

duer to “ioh nricas of rawr materiala,

1. Torvowine vatea from inat{tutinnal eourcez 14 a™nat 7 nay -ant and
that from nrivate sourens fs ~hout 3 nor coat,

?, Fixed investment {s taken eaual to ~anitv ca=iral,

3. These returng =nuld amount to ?57 ~orv cant in cas2 "o 1 and 124 nop
et in coge 0.7 {f the ornae nrofft of { 254/°T i= talen rerresentine
marh.e: nractieces. (rara 1),
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33. Nur discussions with firms rovealad that 670 to 270 MT output
mer month would be the break-even noint i~ this industry. This
is a broad estimate and tha actual »rofite of a firm would demend
on the written down value of the investment and actual output,
Howaver, annlyine this nrincinle, we find that onlv 3 firms would
have made lossrss and other five firms would have made smll
nrofits. On the other hant, we woro informed that in rclatively old
firms a rartner's share can be sold at throe times its orieinal
{nveetrent after 3 years. Thie would pive a roturn of ahnut 170
mer cent nor year. Tontiae to the hish intarest rates of ? to 3 ner
cent o~r month for lnans in Indon~si=, a return of 77 to 199 ner
cent ner vear in induetry vith an ~lement nf riek could not be
considared unrecasonable, Further, the returm on investment 1in
industry has to b considered over lone neriod. Nowever, this is

not the thrust of our iavestigation,
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Galvanised Iron Shent lanufacturers, 1sqoci~tion (GAPSI)

As new indusatries oot nstohlished {n Indonesia, there is a tendency

to form associations of nroduc-rs manufacturine same or similar
rroducts. In line with this trend, the Cxpstl wvas formed in June '74,
All the 17 manufacturine fi{rrms are members of this oreanization, The
main function of the CAPST {s tn safecuard the intcrests of {its members
and brine to the attention of the Covernment, nroblems they may face
from time to time. The contention of :he *PST {8 that the Government
has 1asued too many licenases without nowi~ the damand for 7.1. Sheets.
This has created nver capacity in th- industry ansd {f factorics were

to vor¥ full ecapacity, there vili be avernroduct ‘on end stoecks will
pile un. In consenuencr t~ overlicensing ard sxcess canacity in the
industry, it 13 alleced that the firms resort to malpractices hv
rroducine sub-standard roods ar.d falsifv trade marks. The CAPSY
maintaina that the {ndustry “ae haon {ncurrine losees nainly Aue to
hich rav matertal nricra, underutilisation of caracity and inadequate
demand. It supresta that 1'censes alreadv issued hut unutilised should
be revoked, no new licensas should he oranted and standardis should he

fixed to ensure uniform quality.

- - - -

1. The Association is known as Gabunean Pabrik Sene Indonesis (NAPSI),
It is located at Jalan Ir. H. Juanda 3, Jakarta,
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15. It is true that too meny licenses have been issued without knowine
the demand, Wowever, we learn that the holders of unutilised licenses
have no intentfon nf settine un the factories. Tt {is alsn tru~ that
new firms which commenced ~roduction {1 17773 »a4 107/ ~ntrarcd th-

rartet whon raw material nrices vere hish and hence had hard time,

Ve, Tmiayr conditions of overcanacity 1t rrag exnected that comvetition
vould eampal the firms to reduer nriecs. Put thie bae not hanpaned,
It {s learnt that the 7APSI hat syolved 1 nrieine rnoreement under
which the firms are not exnectced to cut Adowvn nrices.
Thus the sfituation of excess canacity has been met by freezine the
prices and cuttine down outnut nr adiustine~ it to the siven nrice level,

In other worda, the industry has created olicopnlistic conditions.

Prosgacts.

37. Yith nearly a fall of US.8 1"/ T in the nricc nf ¢nld rolled sheet
from 1974 to 1975, the year 1975 has h“een Aefinitelvy a eood year
for the industrv. At the current retail srice nf 7.1, sheets the
increase in Aemand {18 not 1i¥ely to rise fast an< the ~f{tuation of
under-utilization i{s 1ikelv to ncrsist for some =nore years unlesa
the {ndustrv 4{versifies product lines and att=mprs to ~xnort.
Powrever, it is undnrstood that the Covernment nrorramme of I'IPRESS
13 1ikelv to booet the A2man? for C,1, sheets in tha comine months and

the capacity wtilization s exreced to {improve accordingly.

st




f.1. Sheet Industry in Malaysfa and Sincanoree

In Malaysia, there are three~ 0,1, sheet factories, twvo in Kuala
Tumpur and ane in Penane, These are relatively ol” factories

established durine 1943 - A5 perind, These have larae canacities

(809, 1,757 and 2,39 T por month). Tn of these work on  lines

and three shifte bas{sa. There 1{s no ban on Imncre of 1.1. shents
in Malaysia and no imnort duty on rav materials, "lovever, there is
an frmort dutv on 1,1, shents at 23 per cent oer sauare foot, sur
tax of 4 per cent and a sales tax of 5 per cent. The incidence of
total tax is ahout 42 ner cent hut the nrotective rate is onlv ahout
37 ner cent since the sur tax and sales tax are levied on imparted
f.1. shrete asa o1l as locally nroduced shects. The ‘talaysian
factories import C.N. coil mostlv from Janan. About 35 per cent of
their nutput {s corrurated mainlv for roofine and rest 1s for
industrial use. “Yalavaian factories rax- relatively thiel sheets,
about 79 per cent (35 U'SC), 19 ner cent of 3, 29, and USO each.
The local sheets are entirely used for tha hoir mirket. Sceordine
to market information collected in Xual~ Lumpur dur e our fleld
visit the nrices of cold rolled coil ora as follaus
CIT Price
US.$/T (LS 18)
Mareh - June 1974 33
June - Sept 1274 3181

Jan - Sept 19275 3Inn
Netohoar 1075 207

Thus 1'ST 38 coil nrice currantiv 1e & 792, This is equivalent to
RUG 33, Mowever, the CIF nrice in Indonesia for M 34 1s $ 240

which probably reflects underinvoicing an? freieht difference.
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The ax-factory price in “alavsia for 35 190 of 3' x A’ per sheet
varies from ' ¢ 3.54 in Kuala Lumpur to % % 3,67 in the interior
(%nta Rahru) Table 10, This venld amount ta V'S § AOTI”TI as

comparcd tn VS,$ AN/MT in Ivv*rmnqi—s'2 (for same thic'ness), Thus
we find that the consumer in Indoneseia has to nav far hipher nrice
than his counterpart in Malaveia anAd that too for an inferior

nroduct. Pouphly the breakdorm nf final price is as fnllows:

"alavsia Indonesia
ng, & (ren %) ne,8 (P 4)

CI¥ nrice of enld rolled
cotl nop *T 27 2an?
Imnort tar - ASA
Local taxes 655 lhﬁ

Total 1" 119
Sale nrice A AL6
Nifference 174 277

Thus the Aifference would renresent enst of other inputs, office
expenses, denrociation and nrofits, The crucial point is that the
industry in hoth the countries ia hased on imported rav material
and yet the consumer price is Indan-s{a {8 much bicher than that
in "alaysir,

This clearlv reflects the impact of Aifforent nolicles followe! in
the tuo countrics, Free imports (rith Jutv of 1) ner ecent) compel
tha "‘alavsian nroducers tn economise on e¢nsts ant Leap the nrices

dorm vhile in Tndon2sia, the immort han takns avay this incentive,

1. "S" 15 {s equivalent tn ™6 31, At th> rate of 145 shcets (of

1S 35) in A T (tabl2 5), on~ T will cost * ¢ 1271.3 or "8,$, 49?
7, RTIC 12 gqlieets cnst 15,8 B2/T and PUIC 1,4 shants cost '1S,8 £16/°°T,

Ponce ™" 11 sheets vould apnroximately cosat US,S 670,
3, Price mentioned by Indonesian {mnorters 1is ¢ 24°/*T. Rut since
freioht and handline costs arn hirher in Indones{a and also
{nvisible costs are incurred we assume 5 2% to pive henefit of
doubt to Indoncsian firms,
Ses Taro 29,
At 15 per cent,
Sales tax 5 per cent and sur tax 4 ner cent,
Sales tax 5 per cent,

e IR R
- *

.
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A1. In Sineanorc, there is nno Auty on imrovt of the C.I. sheets or
the cold rolled sheets, At nreseont there are two firms manufacturing
fi.1. shects, Thess nroduce sheets of sizes RUC 22, 24 and 26 mainly
for construcrion of factory buildfnes and warehouses.
Thoy exnert G.1. sheets to Indonesia as huildine material for
construction nf factorics on contract. These sheets are very thick
and hence do not cormnete with Indonesian oroducts. Further, the
Sineanor~ firms have nn salvanisine facilitv since the scale of
onaration 1a considered ton small 1in visvw of the limited market.
Hence thase firme imnoft cold rolled rz2lvanised coil, mainly from
Australia. The firms Ao corruratieon Incally, It is interestine to
observe that without any import Auty the factorins can comnete with

imported shects and even exvort to eth2r countries,
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A. Summary.
The G.I. Sheet industry is among major meval bascd industrics esiab-
lished in Indonesilas. Its cutput rose from abeu® 4,000 T Lu 1968 to

around '0,0C0 MT ir 1972 — 1973. Dercaiter, . -~ralvsilea has £t

bilished a¢ this lenvwl.

In all, 22 liccnses werciscuad for a 2chaniiy ~F 350.29) "' 7 Thage,

Ul/
twelve have been utilized wiil rrotallel capasiiys .7 0 o 70 000 NI
Iowover, dua 0 limitcd demend the a~vas” swgpur B oo 0 0 70 0L T,

Estimates of demand aad irformatium abowl co tal praliilcs 2 » -ol

eecily avai atlo with the Ilinistry. vais makes $ L0707 200% 1w the

-

concorne. auiloritien o disavs preper Liccenset. Bouaol wuren!

YA

capzcity far fv ommens of he dooond fg tan ravural conscoauanes of

svch a sitva’ ion.

Due %o the ~huoluite b on ‘mpords «f G.i, Shcets, wo d d o% find mny
olandenaiins imports os i secn in other prod.ovs. Hewe er, small
queatites do gev imported und:r the category of tullding materia’s,

nerdicularly for construction of Fachories on coniract,

Roughly 70 per cent of G.I. theets producced in Tndonesia are corrugated.

These are moegtly uscd fer house roofing; largely ocutside Jeva,

In general, the sheets produced arc thim, Thcene arce cf MG Y gauge
and upwards. In Sumatra, the factorlec producc ever ‘ujnier wirre*s, 36

There {5 lkecoen competition among the prodw . ers sivcs why ¢ v er ) the
limiied market, However, the competitiom I not ca ch> r' 0 Tron
since ihe producers have an informal pricing amrcemert. Hon e
competition talkes the form of populaciiatiou or brarlz asd wor: {rough

produciing subsiandard producss in termg of aize, Wwrliekrose ani quality.
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49+ Abgence of any quality oomtrol ur fixatior of standards 1s a gerious

54

554

handicep ic tha developront of qualaity producis, Consequontly, %ho
congumor har, 5o pay hi-h price fir poor quality produocts,

The prooess of celvanising used in Indones.t ig tho hot--dip method,
This s an ¢1d mathod and Adces nod ensure ooatlns ¢f uniform “hifmess,
Tt is Mot thas plants in Irdonesia are tihe discarded plarte from
cepan whers thics nothod has boeen replaced Yy .iore modern tochniques
guch o ae o (¢ lvanising preoocess (&nd othor proocess), If those
Plaatr oms “mos-bod wi, 2oy plamts 2t inflatec price, as probably is
tha coz, e Incustry suffers from cver capilalisation, thorohy
puchiag: "¢ tho price of the final product,

The procas: apart, nome fims don't conform to aspocified standam with
rogird to the wsae of zine coating, therchy lowerins the quality of
shoct .

During cur irx vostigations, in was found that the shocis stordrusting
after 3 vo 5 yeare use, hut the sheete os such ry laght 15 or more

Yoors. Thus tho benefit of telvenising 48 vory limiterl.

Tho main 1aw matorial for Go7. Shests 1s coid rollod sheet /0011
~myorted from Jepan, Anothor mportant matarinl ig zim0, alsc imporbed,
Tire 4o Industry 1s modnly bascd or importol rawy mat~ria_s. The looal
contot is - -1y dvcimmificant.

Ap oi-5cd ove. the industyy onjoys complato protoction from foroirm
oompctis’ .~ sircc “ncrs 1s a 4otal ban on iimperts, Towevor thero is an
Import uty of 15 por oemt ‘hoa umeuk) ard saler tax por comt (P,Pn)

on tho Laworio? cold ro.uled shect,

Fer chnrcint oorreci import fduty, there are no fixed chook prices for
ocld »olled gngzts due Lo widn fluctuations ur thoir prioces over short
poriod, Loaver, the ocustom cfficials ~re authorised to fix the ¢hoock
prioc c¢a the apo+, Hotwitustanding this gystom and othor ohocks y thoro
is undorinrolelng praoctiosd by the fiwmy, porhaps more on quantit: than
on price fromte This weduces the inoidencc ~f tax on the rew matorials.

—

e Y
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56. In tho last quartor of 1975, tho CT* prioce of oold rolled sheet wes
around US § 240/MI whilo “he ax~factory price of G.I. Shoets works
cut at abowt US.3, 6L6/', Troadly oven afber making liboral allowence
for various oosts, tholr compostion would work out as follows

Us. ./Am
Cold rvlled sheot 280
Taxos 45
Other inputs 120
Other ooste 11

. 456

This gives a morgin of US O 160/1/1?, Tlowovor, 1f wo meko allowanco for
undorinvoioings, use of inputs holow standard spooifiontioms and othom
malpracticos, the mergin would risc to US, . 257/.m,

5T« Thouch theso profits may look hich on a por MT bagis, the return on
investment will depond n the size of the factory, rese of utilizetion
of oapapity and the life of plant and machinory. Using above marmin
figuros, wo find that tho rcdumm on invostmernt works out a4 146 peroems
Per yoar for a feotory working three shifts while ‘4 is around S8 por—
oent at ' porcemt ocapagity wtilicution, Our disoussions also ocorrobo-
retod thoss roturn rotos,

50. Out of “ho total profits, o subtamtial sharc is rotained at dho momu~
facturing (and/or axolusive distritutor) levol, The oompetition at the
rctail level is quito zoon and oomscquently profit margins low,

59« In ocmparison with Indoncsia, tho G.I. Shect in'ugtry in Molaysia ie
sot on difforemt lincs., The imports of G,I, Shocts arc subjoct to a tax
of X percemt with no tex on rew materials, hus wnder $ho prossurc of
foroign oompetition (with 30 poroent protootive duty), the industry is
able to compote with imports, Mpking allowenoe for taxas, tho Indonesia
prioc ¢f G.I. Sheet 1s about US.{ 100/°T moro than the Malaysic vprico.
The piroduots of ilalaysia are of bettor quality and of thicker saugo anm
ocompared to those produocd in Indonasia,
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Be Policy implioriion

60, Among the major policy instruaents cdoptod Wy tho Governamont of
Indonesia for dirccting the turas.rial dovalopm bt orn planned 1 nes
as smunclatod in tho I'ive Yeor Puns, incustrtal liconsins and
protective tardffs apo the morc imp rtant onos 2. As in many othor
devoloping oowntrios, thoso mcusures have infTuonced the ni 1re and
axtent of indusirial developmort in Indcnesia oo, The major objeotive
soucht to be achioved throwh thosc policics has beon impord
mbetitution and in that thore 1s oconsicorblc suconss Tecorded,
Howeveor, it 38 nocossary to axamine whother throurly these poiicies an
coomomioally effiolemt intustrial vase is boin: 'milt up which 15 thoe
wltim~te alm of the Govornoment plore. Our finliners rortaining to thile
aspoot Loeed on the study ~f slo (nivoniced irm 3o o dustay ere
prosantod helow

Industrisl Ticensing
61, It is not oloor as to what paxrposc the licansins oystom 8 supprsca to
sorve in Indonosia, Ono offen .ited inmetion +C 'icepsirs is +hat the
Govermment ishee to ma’oh sunply with Coir.nd theroly cosuing 2wWoquate
avalilobility of poods ai the noti~nel level (:lso at the reoaal
) levois) and aico by Lreosing “nvestaants Ln cemlormity rdth national
pricrit er, I tho Goverrnont thinge Shod adcquate licensing ocpasity
hoe boes samotioned in the ocountry, further lm esment in thnt line may
be olos«d to fore'sm and oven to domostin opitel at the same time or
lator on. The slosure may ha asfentcd ot once or in gteccs et varions,
In G.TI. Shoet indvstry, investmont wns oomplotcely closed in 1972,
llowevor, we find that licensing ans creatud ovor~capacity in G.I. Shoet
industry and in fact hos cronted a sitwation quito opposito to thot
intencod,

1.
2, Other moasurcs inocludo tax in~enti--cs, lovolopmert of industricl
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Tdcousine in Indonesis hes been in existenco -or lon-.

estates, provision of industrial finance, cto.




The oapaoity e.notioned is aluost five tinos the dumand and the installed
pacity nonrly ovor throo tinos, Mbviously the invostuont hos boon
misciloontod if eonsidorod in teme of national prioritiocs and tho
investaent has been frognented teo whioh w-g sousht to be woided throulth
licensin . The main rocson for this situntion is that tho Joverkment is
not in 2 pesition %o ostimato the domand and is aot surc whother tho
lioenses orarted will fructify. ‘fonoo tn ploy on the sofo side, the
authoritios oves-estimato tho demend and also ovorliocensc to allow for
fadlures in implemcntation,

Sometimes tho argument shifts from ourront demand to futuro don~nd ~nd
fraia looal denand to axporto in that the domestic demand noy ropldly: risc
and that if domostio output, axcoeds +he home der-nd tiio amoess cold Mo
@&xported, In thus arrudng, it 4s forpotton that axporis depond not norcly
on av~ilability tut on other oruoinl footors, suoh ns oorpoetitiveness in

toris of quality and priwoe which the protooctive poliodos tlhamsclves
undermine,
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Another ar—umont advanced in fovour of licensing is thot the
Govermnent would not lilke to allow investuonts in oertain indus—
$riecs whioh are not aocord : priorit; in the plnns. It 1is not
eloor as to Wt suoh indvstrics arc but if thore are oryr such
industrios, their list oould be publiciscd ond thir re-istrotion
rofupod, Similarly, it is also arcued th-t sinco onpitnl is socroc
tlio Governmont would lilie to /ive prefercice to 1l2lour imtensive
industrics over $he oapital intensive incdustries thirouch the li-
ocnein;: systen. I‘owever, in prrotice it is found very diffuoult
to definc precolsoly tiic onpital intonsive an? 1ohovr intonsive
indvotrics and furthor i% is ouoh morc diffioult to sorutinisc caeh
applicction on that bosis, That is wly there is a ~onernl feoling
hot inspitc of preforonoe tiven to labour intonsive indusiries

in the plons and the sorutiny of the lioensine authorities, bull:
of tho industrial investmemt in Indonenin hne Hoon omnital imtensiwve,

One wy to discourcre the ostablislmont of onpit~l intonsiye indusiries
would be %o moke the onpitnl axponeivo, Dut in Indonesia , the
imtoregt rotos arc already vory high and it is doubtful whothor vp-
werd rovision of these retes will discouryo o~pital intonsive indue-
$rioe so for the policy of impert ban and hirh protcotion comtimues,

dotally any inoronse in tho imtorost rot.s would push up tho
prioo of the domestio products under thc present situwction,
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Invostment allocntion basod on estinmated dou~nd may be juet.fiod

in oose of najor products where tho Government wonts to invest di-
rootly ( such as fortilisor, ccumomt ) but to issuc licenses to
sovorel firms In theo privnte scetor for products which vory widely
in quality ond whoso demand is “msed on soverel contimmously ohn -
nzing frotors, the justifiontion appears to he rother voruc, This

is partiowlorly so whon the inforantion "iwso of tlio concorne’ do—
partnont for maldns denand cstin~tos ie -lnost nonexisztont, Thnt is
why vory ofton tho applicnnt for liconse is roruirod to furnish his
cwn deamand ostimatoee Obviously, his octiante iu on tlhwe hirh side
ginog ho hos vostod iutoerest in sottin tlo licensa. Cn tln ctlhior
hand, thoso alrecdy in prodretion arme for low 7 r.ond boeoura thay

do not want riore lioonsos to ho issuec,

Anothor hoandionp of tho liconsin: systan is thot +he ooncorncd
dopartmont doos not know tho optlinnm dnvesinment ~t the firm lovol
for A fforont industrics and honee in freot it oos on issuday;
lioonsos until the lioonscd onproity tovohos the level of cstiactod
dononde Thus it favoursthose who hove come first rother thon thowe who
arc effioiont. In %,I. Sheet industry, all tho five foreirm
invostmonts are early startors havin the benefit of low ocost
maohinory and largce oopneity. These have put the domestic invostors
at a disadvantore whioh wos ot 1.8t rot the intention of tho
lioonsing authoritios. Of oourse, it cou’” bo arrued thot even
without the lioosnein: gystem this situ~tion would have ocourred hut
$hon it would havo at loost aveoided 1lie frogmemtod production,

An incidental disadvoantorce of liocnsins system is thint inspite of
streanlining the administra¥ive moohiner- involved in lioensing and.
various cthor improvencnts annownoed and cffeetod from tine to tie,
it 4l-es lot of ‘tir,loéonor.(:,r of the ~pplic nt cntropreueurs $o nursve
thoir appliortions, inour eoxtro costs in pushing tihc npplicritkans-
and dofor vital deoisions till the liconse is oWtained, In roocat
$in08, the dolay in sanctions has rosult.C in cscal~tion of oosts of
plont and moohincry duc to tho worlduwido inflation which wltinntcely

gots roflcotel in the hish pricc of tho final products.
/and
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66. Olosuroc of further investncrt 4n nn industry is ¥he oxtondod fom. of
lioonsin;, systame If the authoritics Lad the ocstinntc of Connnd -l
olosod the investnont ae soon as the liccnoe? onpreitr cemals tlat
lovel, tho resulting situwntion would he thot of nonopoel;r or oli:opoly,
In tho industry undor study y wWo found thnt the industr fols well
proteoted arninst forei 1 oconpeotiticn (duc to »nr on Lports) on’
arcinst increcoed intemnal cormotition v 4o olosure of furtlisir
invostnent in the industry. The situntion of over—coprcity is well mot
by tlc prioin 2y roononmt auon: the axdsting pro‘uccrs. Thoso maits
widoh are small and now arc ~t - dsndviut .o vineo~aic lar v a.hd/ur vld
ogt:hliched wndts. Honoc $hay rosert to malpreoticos such as producin-

soods of low cquinlity,

Protootion
67. ip stotod above, the industry is fully protoctcd arodnst foroiem
corpotition by the ban irpose? on import oi G.I, Shoeets in 1970, Towever,
here 1s an daport duty of ahout 15 poreont on rew matori-ls. Since the
govornnent wonts to dovelop thds industiry $hero is 1ittlc justifio~tion
for lovy of import duty on rovy naterinls. It nocs thic loecl produots
apongive and incompotitive dnemports 1n owsc the overim nt intonds to
prouotc such exports as is the ohjeot of ' ¢ Governaicnt of Inloncsi-,
The arsunent cdvanced in f-vour of iuport bon ig thot 1f Lpert o
shoots is allowed ( ovon oftor lovy of cutics ) these will Lo smy - lod
in tho oountry throwh undorinvoicin o ut this happens ovon i onge
of roew u~terials as we hoave socn above, Thus thic rruncrt for Mo doos
not hold wotor. Tho wn‘erinwoicin: prrctice is wniv ranl »nd Lo t 0 i
toclilo? dndepondemtly 38 an ~diinistrtive nonsure rather Hhon usod

as on oryanent for anothor wajutifihle polioy of inport bone

60, As mocn nlovo, the policy of import bon provices walue protcciion
to the industry -~ cnoour . .o the certollisluicnt of units without
rornrd to coonomio sige., This finnlly recults in hish priocs ~ud poor
qulity of products, In tiiis situ~tion when the doncrstio induste ic
not ~hle Yo oommpeto with tLie imported procucts it is obvious thet 4hic
ocounttry will not he ~blo to axport such products uhich: irc onec of tho
mjor objoctives sou it to ashioved turow . plamain ;. ot only $iot, it
haz other adversc implications for Indonesia.
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In the ..sonn ;roup, thore is - wove to liber~linc tr- ¢ -wons the
oourtrios ~nd ive preforcmi~l trontnont to Lwports from tho nanbor
ooumtrios. If this icc~ is ocopted ~n Liamlanonted, InConcsin with
445 14 1 oost in‘ustrios will ho ~t o rroat discdvnutnce vie-awis othor
nobors, ['or instrace, 1f GeIl. shoots nro frocly 'Lllowod.( or ovon
with nondnnl dutics ) from onc manber cowntry to cnother, Hnloysio anc
Sinopore ( and periiops Thrdload ~nd Philisines too } w1l cooort
heir ¢,I, shoots to Indonegi~ without ~iy M4 [Ticvlty. On tli2 otlier
hond, Indonesio moy find 4t diffioult 4o 4-1¢ ~dvonte of tho irado

1livoralisation unloss it olnsor tho policios s liscussed “clou,
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Wo surrost tho introduction of a syston of colleotin: inforuntion
in tho !dnimtry of Industry ~howt oneh industry -nd wnoh mjor proinot
with rooard to tlie numher of fims liconse! and ontred in production,
loval of investmeori, output, st~ e of iuplonemt-tion of licenae ~nd
oploynoit. Sono of thie roquired dnfomntion rcée cenornto’ in the
oourse of routino administrtion. This should L proporly oclossifio’
and t-bulated on & rorulor brsise Arroncononts f£or oolloctin~ other
{nformi~tion throuwh ocoipulssr rorisirction and recultr subnmission of

roturne should Yo mdo.

I+ 18 furtlicr succostod that o stotistionl ooll in tlc dndstor of
In‘uctry should ho orcatod in oonsultotion with tho Contral Burocu of
sfotistios, This eoll should bo monnod by preperly tr-incd ocononisto
and st-~tistioione, It should be ontrustol with the to8l of cstimotin:
donand for u~jor produocts, If tho 1igonsin groton 18 to oontimuc in
this would help in taking r-tion~l deoisions in thc ¢oicticn of
liccnpon, hut if tho systom is to bo modifiod, thc cstiintos would |
he of lielp in wntohins tho availalilidy of (oods fron loocl sources,
in Liposin: dutios on inports, in ohockin: cuty ro-lisctions and i
onoour~-4n- investmont in tlic desired lines of production.
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For jud;in; the porfuruaiice of tlwo loosl industry and for safcpuardins
the interests of the consuiers, we su., est tliat coupir:hle wrice data
for major products from necrly foreirn murliets siiould be collaectel
and made available. Thoe Indonesian prices, particui-w of sover-l
locally munuf.ctured products, ore w., out of line wit. intern tional
prices. Tiie above cell should be entrusted witl: vle "ns ol coliectin:

suci prices.

In G.I. oliect industr s thero is on uryent ueed for ersurin , stondore
digation of products. his iz well recosmised - tlie tduiste of
Industr,, the JiPul ond tho cunsw.ers. .ence it ir osu, evtac viat
strndorls ~bout size cnd -unlitr of Gel. Shaeets should e 1-id down
aaud the £ cilities for testin . the standards shoull be .rovided for,
It ie understood th:t such [ .cilitien do exist i [ndoinci buy tlece
are currantly scattercd. It is, thercfore, su.:estod thrt tlese

faoilitiec and the standards should Lo establisiec on ~ lesrl Lusgis.

Different firums have introduced tiie alement of ~u~lity in their products
throw; i brand names, The products of well lmown fi.ns comnand high
price but there is no wis to judre their ~uality in torns of specified
stondards. llew and small firas, whose output is en1l and cogt hiohy,

are producing: ver; poor cquzlity shects i’ covwiers are Sewpted to by
these Lecause of low price. iut tlie ¢ sheete o not lost lonr. In toia
situation, it is not enou h th~t stndurds ~re Iize Tut the e staninrds
should ve ~dhered to. To ensure t.is, tie e ~.L »bli- #ion to oconfrom
to stand. rdn chould be establicued ot tie 1° To.ent’.. outlority
should see to it thnat no viHl-ti n occour. owever, wi .o Lhe curcently
nrev~iling eonditions it 10 rucesiioned whether tie iatroduction of ono
more -overauent control in vhe industrial raainiieotice syotoen wouald
result i .ddin’ to inviiLls coct. thereb: delontia tliz ser wurpose
of t.dn newsure., ence it will Do necersiry to introduce - grsten with
built-in checks aguinnt dininictrotive nalvractices.

. -

Lok of denand is -~ serious ondican to 1. inwwitrers Do S or it s
roliod hieavils on lhousce roofing. The dem.ac for G.I. Lheet:s for
industri .l .nd other usos coull grow but it would need sheets of
thicker ;;cuge and better quality. The industrv clouls cdjust the
procuction copacity accordingly.iith improvement in cunlity end
reduction in prioces, export possibilities should alsc be explored,
particularly to the !fiddle _ast region.
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15 It a_pears that thore is a stron:; case for reviesin; the liocnsin::

syostou, [he oxdstin : systou haw n.-t beca able to avoid exooess oapacity,
enatablisgluient of wneoononic wnits and invectiiont in saturatol ind stricu,
atually the liconoin © syutea in ocibinatiou with the policy of inport
ban hau orectod this situation in the GeI, STect inductry. -icnoe a de—
taided roview of all cooncnic implications of the licunsin: systen is
oalled for by examinin: a few norc industricse [his should be ;Avon
pricritye Jut bascd on the the study of tuis iudustry it oculd be =-3d that
liocnsin; systen neods drastic adjustment. Investuent docisions reyardin:
$10 ostablésiimont of industries producin; nwaicrnour oods in vargyin:
shapos, sizes and quality dopend on detaile ! nariket inforuati.n wiica

45 not casily available t. the Govermment autiwritics whe arc overburdenc.l
witly routino responaibilitios of day 4. day aliinistration,s It would,
therefore, be lcgioal te limit the functicn of tle liconsin au'tlz-..ritiesl
$0 seck inforuation about the units on such points as locatioca, expital,
enplojuient, output, tyoe >f maclinory otce DJut the funotion of jud Ang

tiiv denand and closin : inventnent bascd n that should be don. away at
least for such products, Taus tlie choloe to t. decide what, wierc and how

t0 uroduce should be left to the ontreproncurs who should toke their
dooisions on eoconuiic considoratids within tihe overel policy franework fore
nulatod by tho Governuent rathor ther Le lurcd b hih profits arisin::

out cf nonopolistic situations and tax benefits, lowever, the Govornmeut
ghould introduce {he syston of compulsory re:distration of firms and seck
d.%adled inforuation about location, cuploynent, sapacity and invostmoent.
Tis has becn disousscd fully above, .urtior, it would be lesdtiiato for
tho liccensing authoritios to apHly restriotions with rejard to loocation

of units in certain arcas un health, pollution or tom Dlanning; considom
rations.

o T I T T T e O L

1. Or inveatnient approval authoritios ce bottor lmown in Indinesiae
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T6s To pive praoticcl shape to the su  cnivion of limiting tic role of

7.

licensing systan, it would be mout .elpful if to sturt with tihc zbove
prinoiplo ic applied to fereipn investment requiring invosticnts below
fivo ndllion 1B dollars1. This would roduco considorable papor work
of the departments invelvoed in liconsin: and ~llow thenm more time to
look after importunt projeots with coctur core. In Indonesin, soveral
projects currontly under nogotiction are cctimatod to cost US 5 100 to
1,000 million oach and hence the limit of five million U dollixs is

t hirh and have to bo radsed oftoer some time. The limit ncs be kept
at ocne million U dollars for donicztic iuvoestnont in view of thoir

snall size,.

"any oountries hove adopted the licencing srutem to conserve foreirn
oxchange by imposing rostrictions on invesiment. Thousii it is o dubious
argwaent in favour of liocensing, this Zdoen ot hLove validit, in

Indonesiz since it ha: wdopted t:.e frece foreipn oxoclicn: e systern,

1. For tle manufocturin;, sector, avors,e investmont por foreiym
investment project amounto’ to Ud § 4429 million during the parded
mdinﬁ‘) 1975.




78, ilc have soen tliat the duposition of inport ban on G.I. Shoots
has provided unduc pretooction .o loczl indusztry ond has resulted
in poor quality ond hish price of thc shects, ‘e fouwud that in
Meloysia protection to thic industry has been provided tiwouszh import
duty widol hes cnabled the indutry to develop on ocono.dc:lly sound
linoze e possibilits of compotition throush imports has kept tho
prices down znd cenobled e industr s to uge wodern teoluicues and
improve tlio product qualit -, Inn Indonesins too, tiore is jonorul.
roluctaonco to impose import buns and the :dnistriocc of Industry,
’I‘r:.w,clo1 and Minance appe r to support thic view but tiio individual
induastrios try to pressurisc tlie Government for such bans on tho
rround thoat imports if ( allowod ) woy ontor the countrs in large
guantities in an uwnouthoriccd wy or dumping mo Do resortoed te hy
exporting firims, Walle it it necezssory to oxruadiie suelr complaints and
tako romodial stops in individunl crses, the policy of iaposing bans
on importc neods to bo revorscde Proper iunort dutios sliould tolic coxe
of such situntions. In cizge o' Gel. Dhects industr, tle duport bun
appoars to linve liktle justific:tion -nt tlhore will be no harm if tle

ban is liftoed and propor import duties levied,

1¢ Trosle Ministor explidined thiat duty toriff resul-dions aro
a bottor mechanizn in controllin: imports thcn o totcl ben

or quots systons Businecs Nowsy, 1 susumat, 1975, P.5.
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T9. Tho ban on import of ivems hoe seen iupos <L fron time $o tdiao

by vardour docroes of the Minictry of Tr-ide. 'owever, « comploto

list of bhanned items is not cagily avedl le. irorm the inform-tion

wo oduld gather, we find tlint import of 30 items hic boon banned,

some complotely Lonnod and others with counditimnn roprrdin: size

and othor specifications. Joe ippendix s, In addition, tho impoit of
o large nwaber of phornaceutionl Hroducts ins bhanned on the ground thint
tiieso are produced in the country. ..ctuzlly nost of tiae dru s are
proocssed and packed in the fin .l solecble forn i Indonesin but these
are oither inported in bulk or in nay o:ocn the moin dnsradients
are imported while vory little rc.l m:nul cturc $zlios place in the
countrye. Noitheor any hosic drws arce nuonuf .cturel nor oy inportont
raw naterials produced in the countr, so frr. N.is rendes tie country
oonplotely dopendent on inports. This 4 siudl r to the cisc of
elooctronic products, automobile industrry nd otlior nct.l brsed
industrios. In «ll those coses, tho retzil oriocc ic uuch hiler thon
tie import prices cvon after aclidn,; allowrnce for loerl t.ies. In tho
process tio consuwicr is the recl sufferor. Lotuclly tlie best accoptod
principlo of onooursagdn: inustrics is to favowr those which gencrate
hizh valuo—addeds But in wogt of tucie Industries tihe value—adilod

is neotive at tho intornationti price. wlhich means that the econony
hoe pained little by taic t/pe of inductriclizotions ionce wo rocommend
that tho presont policy shiould bo reviewed cnd tiucre siwuld bo a clear
announcement $hat no additional import bans will bo zllowed and tho

Government will roviow evon the oxisting bans.
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80. The ourront impors dutiec of 15 percent on raw materials hovo no
Juatifiontion particularly sinoce thc Governnunt cousiders this
industry important. It has only tlio revonue raising funotion but it
pushos up the cout of production. Honoe it would be bosior if import
duty on cold rolled sheet is abolishoed and ropleacod by = suitablo

* import duty on the import of G.I. Sheets and by =bolition of the

' import ban. in import duty of 40 percent on G.I. licets, which is

already on the statute ( but inoperative due to import bon ) would
provide adequate protcotion to tle local industry, ven this lovol
would be higher than that in "olaycia (30 por oont ) and honee the
of fort sliould bo to . rodually roedueo the level to 30 porcent oftor
swudying thoe impoot of thds ohionge in polioy,
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Table 1
PRODUCTION OF METAL INTWISTRIPS IN INDONESIA ( MT )

L neB9= =
Year Iron Bars G.1. Sheet Steel "ires Stael Tinis
19569 4,500 6,559 - 1,270
1949 - 70 4,500 1,5" - 1,957
i"7MMm-Nn 15,000 WM, A - 2,922
1771 - 7?7 74,009 46, 600 - 6,000
197 - 71 79,070 A9 &NN 18, ' W,
197% - 74 1M, 000 70,000 14,590 @ non
1974 - 7% 115,900 mn, non n, om 94 , YV
Source : Director-Ganeral, "etala and “‘schinery,
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Table 3

INVES'ENT LICFNSES APPRAVED Fo €1, SHEET PLANTS IN

Capacity (')

1,000
2,01
15,91
17,110

17,700

2,70
17,70
12,390
6,000
16,7MN
17,70
15,70
6,00
24,0N%
17,7
6,01
12,90
6,MNN

(lorth Sulawesi)s, 76"

Poreirn Investment Projects

1. P.T. Tumbakmas Jakarts

2. P.T. Industry "afa Garuda Medan

3. P, T. Fumira Semarane

4, P, T, Sermani Steel Corn. {une Tandanc

5 P.T. Valisco Pontianal

NDomestic Investment Projects

6. P.T, Turhakmas Jasa Surahava

7. P.T. Iron Vational Industev Yiedan

", P.T. Polvruna Padane

9, P.T. Indokaya Jakarta

1n, P.T. Respati Jaya Jalarta

11, P.T. Semaranr Cemaranc

12, P.T. Amien Steel 'orks Pakan Taru

13, P.T. Tumbakmas Cinto Semarane

14, P.T. Tumbakmas Lulwur Lamnung

15. P,T. Tumhakmas “fulin Jakarta

15, P.T. Tumhakmas Jaya Jaltarta

17. P.T. Sarna Steel Yorks Jakarta

17, Fa. Xarunia Patan Tarn

117, P.T. "Mtikco Ritunr

19, P, T, “alavsia Galvaniscd Sheet

21, P.T., Sastra Steelunrhs Jal'arta

27, P, T. Inwal and Poana Jalarta
Cource : Nrector Ceneral, “etals and ‘fachinerv,

M,?, Thesa arc the oriednal firuree vhen tho Ticonses vore cronted,

The capacity ficurces of somc of the firms are at variance with

12,00n

a———p—————

377,740

those riven in Table 2, The latrer {icur~e are un to Aate,
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Tabia ¢
Technical Ratic: for G,1. Shaar (M0
' x 6" feet ( 014 2 197 1m |
R A L ETIREE MR e LT AT RS e G e ED e TS S SRS
Cauce i Yeler ol Live zrave ' oieht sev shaet (k)
. . Moy ef ghacte per MT)
n ! ™m 1 Oz per £t 1 rmopecow
e smtmmEmeociwr a0 mie i ol . S,
18 1.127 Conr 1.7 (509)
34 n,17% a6 14y 72.0h (379)
1 n,29% e b 2.97 437)
3! N, 225 .5 17 3.3 .007)
n 0,258 TN T T 3.4 (275)
n n, 3" n.3 e 4.3 (279}
29 .30 a7 214 4.6% (2113)
m N.3585 N7 FARG 5,11 1199)
7 N, 404 n,a RN $.74 "174)
76 N AST L 4ah 5.41 1%%)
25 1,508 LN LM 7.1% 7 39)
24 n,5%9 1.0 = 1.5 (107
23 n,67% 1.9 303 T )
22 N.711 .0 0% 9.9 (2)
21 n,.%13 1.0 Nk .2 (99)
mn n,|0° 1,0 ns 12.2 ( 27
SPn »e 13 b il g L WP EE Y T L P gl SRR Pl b Wl i L A LT Lt P
N
[ J



Table S 43
Technical Patins for C.I. Sheet ( "1SG )
3" x 6" (914 x 1329 mm)
faure ! Yeioht of zinc coatine | Meieht ner sheet (ko)
en 1 ™ ! 0 per ft” tcram ner m7 ! (Mo. of sheets per ")
43 N, 174 N6 171 1.93 (51%)
47 1.129 .6 17 7.090 (57)
41 n,1V4 N,h 13 2.N06 (425)
4n n.1%9 .6 1" 7.13 (469)
19 N, 149 Nk 1 2.76 (442)
" n.1%9 n,r 11 2.9 (1)
37 N, 159 A 171 2.52 (o7
k) n,179 W 173 2,56 (375)
7. n,191 n,6 123 2.9n (345)
3 n.21" n.c 113 3.17 (315)
M N, N,k 173 3.43 (292)
3? n,757 n.6 11 1.9 (21D
k)1 .71 N.5 1"l 3,95 (25%)
M n.%3" n.7 214 4,51 27)
29 n.3%7 n.?7 214 4,06 (197)
29 0.3%7 2.7 "4 5.5 (120)
27 n.4v7 n." 244 5.14 (153)
26 N.476 n,n 244 6.4 (151)
75 Nn.5%6 1.0 ns 7.71 (17%)
24 n.635 1.n 5 ®,7% (113)
23 n.714 1.0 ns 9.3 (17M)
22 Nn.794 1.n 18 10.9 (")
n n.%7% 1.0 ns 12.0 (")
mn 0,953 1.7 s 13.0 (77
L




Table ¢

"asts for Calc.'a‘ ae Prices of Cold ™olled Sheats ! in coil )

Pw - = am BRSNS TSR NESS ST VS BPBS

. Thickness ! ! ideh ! Ty

‘ ] L S AN B 12 S X e B 1T e B

amsmua A aNmIsE IEaETmsEssSuasses
$ <

3.1 1 £ 11 1
2,1 9 A 12 7
7.4 7 2 11 11
1.7 - 2.0 b} n 1471 12.-1n
a,n ¢ 1 21 21
n" ? 2 7 n
8,7 9 A 24 s
n.h n A 4 21
f.59 11 ” ar %
n.s 14 11 " 2%
N5 1° 14 27 2
.49 7 17 e 7
NS % "M ”m L
A9 ” 21 3% "
ﬂ.,ﬂ 10 L7 4 21
0,7 1% " " k)|
N.%4 40 34 M
n,” 44 1 v 1
N, AD AN £ )] 1
7.1" %4 b} W

’ "1 sa sa W 1%

- .17 & %% 37 5

' n,16 69 Ko " b

. 1. Above fieures are is S.$ Thesa represent additions in "S.% to hise
nricc "hieh {8 0O,

7. Thera are extra charrca for anscial naclinne, Por ordinanry pac'ine
the charee at the maximum 1s ¢ 6/!7T,
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Table 7
Prices of corruraterd sheeta ( Y ft wide ) Pn /shest
[ -
! Ex-factorv Price ! retafl arice
w6 ! 1anpth 1eneth
! !
At (US.8) ®n, 7 AT 7!
! T LC '
ol ! - -
% RACTE L1 BN LA CEL IS RAT! 2759
2% 1550 890 485 19an 16N 1799
79 11785 £1% 249 184S 1380 1
n 1157 &AW Y 1w 1178 1811
¥ L LTI YY S "y s -
" £75 616 s . 791 -
L - - WOV DRVDS DeDN

Y.". These prices relate to July - Netr. 1975

Source : "ata collected from market.
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Table "

*stail Prices of C.1. Sheets

(size 187 A7 2.8' x £')

Pecenmber 1971
Necerhear 1977
Decamber 1977
Necorber 1974
Januar; 1975

Tehruarvy 1778

March 1978
Apri) 1975
Hay 1978
June 1978
July 1974

Aueunt 1979

Sentevber 1978

Source : A firm {n Sumstre,

"L,/ sheet
Vi4 AN

m?
AGE 3N
Aon
4NN
A
A
AN
AN
ArA
AmN A0
420,41

A, 40

51

D
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Table °
Cont of Inputs ner /T of .7, shent
Yo C17 Priee Lis 3
e &/t

a. 7ine 1nrot 19 Son 45,70
b, Awmonia Chlaride 1 L] 111 . nn
c. lea# Inpot A ann 1,
4, Alloy Steel n.s 2,8M LY ]
e, Pydro Mloride Acid4 11 159 bl
f. %ulfuric Actd e 190 120
n, Clveerine 2 179 ion

h,. M1
49,498
sny 50,000

W", conversion rate used above s at "n, 5™ to '%.8 to tale

eare of import taxes/other exnenscs,

Source: Nata collected from firms.
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Tahle 10
Price of Corvurated Iror Sheets in Malaysia
( size 3" x &', NSG 35 )
P s h e
Tovms Price per sheets Price per T Vrice ner MT
M8 S ng, s
DS ————— — -
Kuala Lumpur ~ 354 1771.1 402
Yalacca 3.56 1779,7 498
Johore Taliru 3.5¢ 1231%.5 409
Tota Tahru $.462 1748.9 5.4
Tpoh . %A 122,12 495
Tatnine 3.97 17%1.4 4oy
Yuar 3.57 1231.5% 499

Source : Nata collectrnd durine field erin.

"%, 1. Cae *7T has 34% sheets, see table S.

2, Conversion rate : 1 US, 8 = ¥, § 7 41
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11.
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26,
27.

.

- e s e e e

A

APPENNIY A,

LIST OF ITMS TmNer [IneT TS PAMNNED

Vetzin ( mono sodfum elutamate )

tasaquito coil incense

Tyre for passenper care and truete (certain sirzes)
“atches

Cover for hook

tteitinp and drauvine hoo!

Pooks and masazines in Indonesian lan~uaere
Cambrics

Wand woven fabricse

Cele (special sarone)

Sarone

Patilks

Secondhand hottles and ~lass (certain sizes)
.1, sheet

Tron sheet

“attyres and mar

*ousetran and other trans

Advert{isement and announcensnt board
Advertisement and name nlate

Volume meter for solids and liauids
Pannrelins

Nffice sral

Dry cell batery (certain sizes)

Fleetric ligth bulb and tube lamn (T.L) (snecified voltares)

Nadio and television set (built up)

Completely huilt up commarcial cars (excent Java & Sumatra)

Completely built un motor cveles
Automobile (specifierd sizes)
nffset Printine matter

A1l sedans in built up form




We regret that some of the pages in the microfiche
copy of this report may not be up to the proper
legibility ‘standards,even though the best possible

copy was used for preparing the master fiche
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