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Intreduction 

Purin* th. na.t one year, aeveral tndu.trie. in Indeme.ia have be«, 

char.t.ria.4 by over-capacity, over-production, ,tock pilin, and lov capa- 

city utilisation.  In  ,uch a situation,  the  induatrle. naturally turn to the 

Oovernnent for help.  The Government, while aympathatic to the local 

-duatry,    1. «„ lntereated  in locatin* the  facto,, that have contributed 

to tho development of thi. aituatlon.  The „olici,, hitherto followed have 

already been nuit, favourable to the  l„c-a  induatrle* ^  If ina.lt„ of 

«neh a preferred treatment the current  .ituatinn has  ^cloned,  it  ia 

no^aaarv to examine the h,aic e«*, renosi »  for the   Hatroaa of many 

ÎL-uatrica «^  to ,ee b„„ far th, ,oltciM no,, t0 bc „^„^ tft conect 

^ »re9ent situación,   "it ,  tM«. activa  in „tnd,   the Vemt«, - Conor,! 

in the "inistrv of Industry ,r«M that  I ahould examine tho ^Ivaniaed 

Uc, sheet Mduatry which i, rynic»!  «., tV ,rour, of netal.b„e;, lBdu.trl„â 

To crrr, out thi.  inv*.ti«ation,  mo,t of the  flaW worV VM don# ,urlflp 

the period July - October 1975 mS hrv.ee lnfoTWltloB „„^  in thl> 

rcpor:  relate, to that period.  However, wherever recnt data were available, 

the aamc have been incorporated. He have ewmin-d in detail  the various 

-tructuval asoects of the industry via capacity, output, nuality, price., 

cost«  «J return..  Information on some of th.a, «.pect, was eaay to obtain 

but that on .everal crucial electa coull not ^   Meetly collated due to 

the reluctance of the firma.  ^ w w to coUaet Qr ^^ ^ 

information from direct a. well aa indirect source. 



• ". ,   eli. .nain ¿nphasis of t'icì report has beon to sxanins how 

the various nolle* instilment? Have  iff.-.ct-:-?  to.- Jcvelo?-iaiit of 

this Industry. We have also  -up-e.r*.' certain inflections neeotuty 

to direct the  industrial   ^veloprent  -r,  pc-n-nicnllv  ,PU;wi  Tines vhlch 

it the  i.vow2^  objective of the ;:.WnvuT., 

Tn  tha r>.:*r«.r.itl-)ti of this  r.Ta-rt   I hr-  the -P^.t-roti-ir     f 

«awr-l  rffirini, nrM oon-ofHct^.   T~    ••., — „    .r/ ,.. c,al   thankg 

are duo to   -r.   '.hr^ siflr,ot,   ^cr^ory-^,^   P.T.ì Mr.   Anwar Trahir, 

Olisi of F,!r^u .of Plaon-n, <m,  o:,.^^nt;   ,u ,llQ ^p^ of Industry. 

T m also  thmLful to   '.fft-.j.a!s  or --_, .  T-ir^cír.-r-en^ril,  "etils ar.fi. 

^'acMnrry f~r  ïrr-vMin- lIfl0'u;   <nfr rr;r;'^.   anally I nu.t thark various 

roprapanativea of rimB ,n,    mrnero,t;. .,e^rg f(,T ßytetlUnr the necasMry 

COOT «rat ioii. 

».•-?. SHARKA 

Ü 
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SKTIOK    1 

WE PltOSLEM 



1. In pursunance of the objetive of promet! .••-• lrr-^r". substitution 

Industri«!, the Owerni^ent of Indonesia ha» followed the poller 

of encouraging the establishment of several  Industries base-1 

on Import of raw material«, at least  In t-e ffrst nhase of 

development.  The Gnlvtmlffet).  Iron ^hpet  is PIP  nuch  industry 

that  Bot established  quite early under this noi ley.  The policy 

Instruments adopted to  achieve  the above oMectlve bave been 

largely the following   : 

•1.  Import of    r>.l.  Sheet ''as connletelv bnnnp-1   in 1°71   • 

h.  Investment  In the  Industry,  both  forMcn ant4 domestic, was 

closed In  1972. 

2. In conséquence,  the industry developed fist.   The current installed 

canaclty is much In excess of the local demand.  This has created 

a larpe idle capacity in the industry.  The viewpoint of the Industry 

is that its wain oroblem is overproduction,  some units are worklni? 

belov capacity and' «r».nce incurring losses. 



— 

Tht« report presents facts nhout the current state of the 

industry md examines the effectiveness of the policy instrument* 

in achieving thi» olan oMeet1vr»s. T'e would also softest neasurea 

that could he taken to direct the development of this industry on 

sounr1 lines but wore twportantly surfest what should bo done    to 

prevent such situations develooinf in other industries in    the 

years to «ASM. 
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Introduction 

3.    In Autmst  1970, the Import of G.I.     Sheets was banned.  A few months 

later,  the  Import of Iron Sheet Poofinp     vas also banned to prevent 

clandestine  Importa under different name,   \ctuillv,   thr two nror'ucts 

are similar.    The import ban was  irnose'1 primarily to protect the 

domestic  Industry c»alnat forei**n competition.  In all,  a total of 11 

licenses were Issued.  Considerine that adequata  licensing capacity 

had been  sanctioned,  the Government closed this industry fir further 

investment   in 1*»72. 

Importance of C.I.  Sheet  Industry 

4.       Amortp w.tal industries set up in Indonesia, th« G.I.  sheet industry 

is quite important as seen from the following output data  : 

Production In 1974 - 1075 

«T 

Iron Bars 113,wn 

Steel M pes «4,000 

C.I. Sheet 70,00n 

Steel TTlrss *i/>00 

Source : "intstry of Industry 

Actually the G.I,  sheet Industry developed much earlier than the other 

metal   industrie s and till l-*7n - 71 the out nut of G.I.  sheet wa« hifhest 

anonf» such  industries (Table 1).  Hence the findinr» about this Industry 

ar« likely to be relevant to the other metal   Industries as vrll. 

1. Penttrl Perda^anpan No.  1H/KP/VIII/1970. 
2. Mentes Perdaranean Ho. 29/CT/II/1971. 
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Capacity of G.I.  Sheet  Industry. 

5.     Kt present  ( Sent.  197*.  ),  there are 11  niants in production,  •>  joint 

ventures and ft  domestic units.  Additionally, another domestic plant 

currently under construction    is  likely  to PO  in production by  the end 

of this year.  The  total   annual  Installed  capacity1    of all these units 

1* estimated at  over '»SI,011 "T,  on a  three shift basis.   Table    ?. 

'•.     Vowever,   the total  licenses annrove^ by the Government were 2'  in number 

with installed  capacity of «bout   IV^nil «T.  Table 3.     The remaining 11 

licenses have expired  since these have not been renewed.   Any way the 

licence eu  'vivo no  intention of iron! emen tin" the  licenses  in view of the 

over-capacity already Installed.   A close  look at the  licenses crante^ 

(Table 1)  reveals that  in Indonesia too  (like many other countries where 

licensing system prevails) certain firms have attemnted  to nre-empt the 

capacity by securing several licenses   f-   the same name. 

7.     \ word *»ay be said about   the system of  licensin"  (known  an  Investment 

anprovals)   in  Indonesia,   *\ny entrepreneur destrtnc   .-"   sot up an   industry 

has to secure an  investment license from t*e bottai  Investment  Coordination 

-oard  (PVP").  TM s system is to  ensure  that the manufacturing capacity  in 

anv industry or  for srv nroduct   -*oes not  exceed  the anticipated  home demand 

(exports not beine considered  feasible at  this sta»e  for several   products). 

This system is  supposed  to «rêvent diversion of  investible 

1.  Capacity is related to the thickness of the sheet.  The  same machinery 
will nroduce low outmit of thick sheets and larse volumi of thin sheets. 
Actual output normally consists of sheet« of varying sizes of thickness. 



retouTCRF in saturated  in-'usfries,  ?>t  the SWIP  tine ensuring adecúate 

canacitv bnil Mm to «lept the Toral needs.     \ further i^vanta^e   (    In 

favour  of this systen     )    coult! AÌ'zr, he  claimed that by Issuing several 

licenses competition  could he ensured  there toy preventing monopolistic 

conditions.    Mot'ever,   for the system to ha effective  in realising all 

tlies-" benefit«?, certain preconditions -><?c i  to be  fulfill«5''.     For 

Instance,  the Government  (FKPTr or the concerna office of tht- "inistry) 

should have *t  least  broad idea about   the dT-~st:-„   de«-«n-, current  as 

«•11 na    that  for the  next f": v<-">rs. 

This mv oerhans be  possible for i  rn'~ infer    ro'ucfs V¡r  -"t   Js  rather 

difficult  to hfive such  estimates  for innurfi'iln co'iaii'iov  • <""oducts or 

their  rvart« particularly under  V:\n iresont   situation ' -hen   'nfon^ation 

"bout   the i",-»1or statistical   variables   for  e«'t'matln^ demani   is  erossly 

Inadequate,     frinir  our stu^ of the  Galvanised  Iron Sheet  Industry »re 

foun     that the concerne'1 of fie bad   little  idea about the demand     and 

hence  the investment   applicants were  asserì  to submit  their own demand 

estimates.    In consequence,   for tie current  domestic annual  demand of 

70 to  ' in thousand »*T,   licenses uere  Issued   for TiO.O^n \rv capacity 

an.1 the actual  capacity already installed  Is '")1,W "T.    Thus  It 

cnu'd  b" said  that  the  situation is  lust   the opposite of what was 

intended  to be achieved by the licensing nystam.  Further,   investments 

have hoen miaallocated  ani the supply  far exceeds  the demand.     There 

is  i->  evidence a tendency on the part  of the producers to curtail 

nroduction to match  supply with demand.   T.iis  ^s in contrast   r-,   i'e 

solrtf.   of competition  which should hp^e  enetiir. ice-i  t'e   "'.al if" 

improvement  and/or price reduction. 



^»w «• 

Actual  Production 

n.    The production of 0.1.   sheets  increase-'  f-i^t   fron N.^O 'T  in W 

to 'i*,*^ "T  in 107!   - 197?  and thereafter  roso sln.-ly havinp stabilised 

at 70,000 lìT durine the last  three   'orjra, Tribla 1. 

This  1r nnrtly due to  the fict  rhit   tl-'s c^oncit" is more  than the 

current  domestic   1 emanò" *nd  also .-!UP   to thp  closure of the   industry fot 

further Investment  in  107'. 

T.    T'^se  production f i Turns are ohtained  from the Ministry of  Industry, 

''lice  those  figures are repeated  ît  7^,100   fT for the last  two yearn, 

these  appear  to he very broad estimates  rather than  actual   nroduction 

statistics.     Purin" our visit  to ten  unit«   (out of 11   In production), 

we foun^1 that  there was »rear  variance hetueen nnnthly nroduction 

figures      ana  capacity from factor'  to  factory. Some  units t-zor'-ei1   full 

three   shifts while others worked fo  or inly onr shift.   Tils van hased 

oí marVot  situation  and nonularitv .-if   che   irò lucts ->*• each   factor-.   T'e 

found  that   in  July l^S,  actual production  for 11   factories was about 

vntn*>^  -m;t   Tolde "».     If July  finire«  ar* taVen to he normal,   the annual 

'induction »-'oiild amount to nearlv I ?0,0^1 "T. 

1.   'onthlv figures for eech could also vary due to «pairs, 
hreakdovn, shortage of raw material,  Ammana,  etc. 



This i» oerhaps ovaraatiMt«. The actual annual output may be in between 

these two flpurea, »ay in the ranpe of fW - 100 thousand tfT. 

The best way to have reliable nroductlon -lata Is to regularly ?et monthly 

statistics from each unit and net thase data centrally tabulated. The 

current arrangement is rather inadequate for the collection of such 

information. Fven the Association of G.I. fhen iro^ucers does not have 

these data. 

10. Another way to test the accuracy of t^ra» 'ita *s to codiare the output 

with insorta of raw materials. For C.I. qbee*: industry, the main raw 

material is cold rolled sheet. The major coisurers of cold rolled shct 

are the R.I. sheet factories but ot'^-r firrs n£iki~r> nroduccs such is 

automobile bodies md metal fumltur» tlso us > the cold rolled sheets, 

relevant figures obtained from the Steel Federation of Japan about Indo- 

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

Total imports (*T) 

Imports from Janan ("T) 

The figures are in line with the chanee i« the market situation of 

R.I. sheets in Indonesia from 1<>71 to 107'«. lr> 1074 th« demand for 

n.I. sheets had declined which led to the curtailment of production 

in that year. This is well reflected in the above irmort 

1071 1974 

157,^0 m.'oo 

147/^0 119,900 

1. Association of Galvanised Iron Sheet Producen  (CAPS!). 



fleures. Powever, the Production fiata supplied by the íinistrv at 

the same level (70,ovi »fr) tn Dotn thp yi,,rs ^0<>s not rPfiect t>,« 

correct situation. 

11. The final nroduct coniti» out of the fnctorv is in two forms, 

corrugated shetít and nlain sheet, The oroduct nix varies from factory 

to factory and month to month d^oppdinr- on the demand at a divert time, 

^ouehlv 71 ner cent of the sheet<i are corrugated an' 10 oer rent plain. 

Oorrueated sheets are used for rooftn" ( say On per cent ) and fencing. 

Plain sheets are uaed for water tanks, containers, utensils, lamps, etc. 

There Is heavy preference for corrugated sheets for roofinp purposes all 

over the country except in Java . 

Tliis Is nartly hecause in Java tilos are cheaner than sheets and partly 

due to customarv preference for tiles in Java. 

Slae of Sheets 

t?. "tdth  : Java, the factories normali* orodvci? sheets "Ì  feet wide, vrhile 

outside lava common sites are 1 and ?.*> feet "ith hf>avy preference for 

the latter. 

1*. U>ni»th : "oat of the sheets wroduce! are 6 feet but some factories 

Also na'<e longer «heets of 7,1 and 9 feet depending on sneclfic needs 

of snecir.l customers. 

1 . The dav in Java is suitable for ttles but it is not that rood in 
oth«?r islands. In Sumatera, there is a belief that people vili not 
HV« to  live in a house covered by clay (it bein» considered 
synonymous with burial). 



14. Thickness  : Thickness of a sheet in 1ud<*ed in terms of raupe. 

ì'ost of the factories use W.Kl (Birmingham Wire Cauee) while  factories 

in Me/fan also use USG (US. Oauee) particularly for thin  sheets. 

Accorcine» to provisions of license,  the local   units can produce r.i. 

sheets  in patine ranee mentioned   In l^orm Ü.  They are    ot  iUo-'e! to 

produce gaufjesbeyond  these limits, normally u^to 14  gauge.   !'o- ov;r 

some firn* produce sheets of 15  «»au<?e  (nnd some «ven  ~7>   ,- uri  ^te^e r;rs 

freely available  in the market.   The actual production by  "an^c   'iffera 

from factorv to factorv and pven for each fact^rv fror- tin?  to rime 

depending on the demand.   In cenerai,  the production pattern   is on those 

lines:   (a)  In Java,  factoH»s  produce thicV  sheets,  "><*  to  Vi  ^vr„  A few 

factories also Produce  ?4  and  ^6 ".'T.. However,  the most norular size 

is Vi BW,,   (h)  In Sumatra and  othor islands,   the tendency is  to produce 

relatively thin sheets  . 

15. Certai- observations about thickness may be nade at this point. 

The demand for BTJC 34  la mainly due to Its low prie.   It  is well Vnwm 

that thin sheets are weak and hence don't last  lon<r but due  to their 

low proce there  is heavy preference for their use ir house roofin». 

Very thin sheets are considered  poor in quality and that  is why their 

Production is disallowed or discouraged in many countries suc'i rs» ''ala-'sia 

and 5¡in<»anore. 

1.  Durin» the course of our  field  tour, we learnt that sheets an 
thin as 'TSC M ñnf\ w> are nroduced in Sumatra. 

J&i 
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Absence of any quality control  rr of fixation of standard, ha.  led 

to sovora! nalor.ctlces by the „rnducers.  Certain flrM are nrp,,ucln, 

very thin «Vet, to capf,-e  lar^r share of the market  in  far off 

U.M..  Sheets are sold  as of  certain ,1... though In fact  the«« are 

of lower st*o   (In length and   thickness). 

%.ilttl 

W. Apart fror, thickness of the „heet, the other inlicator of th. 

quality Is falvantsinp Itself. This aanect &  th„ Quf)11tv ts 

determined by the orocess of "alvanistno an' the thJcK-s^ 

of coattnr.  In Tndonetln, *11 the plants „ep the hot -lip netho-' 

of wlvanlilnc.  This procesa Is not const 1ère* v,ry *>>«*   and 

the new trend la tr,,ard8 continuous divanisinr „recess. Thn hot 

din nethnd does not ensure uni fon- contine over the entire shoet. 

The thickness 1, •re on the *rds of the sheet and less in the 

-.1 We. The niants in Indonesia (excent one) are imported fro« 

Jaoan and it la learnt that these (all or most of these) 

are discarded plants fro« Jnnvi. It would not be eiMdirnitawou« 

to Indonesia If «t,ch niant? are nroueht here at this early s- ,« 

ot Industrial development as old or discarded plants. Hut since these 

Plants have been imported as new ones It ts -»resumed that these 

have been priced as such. In this situation, Indonesia has 

suffered on two front. : The quality of the products Is r,oor 

end the price of th* final product hecoe-er hi«»h. 
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I7.  As reparas the thickness of coattn»,  there ir» standar^  speciflcations 

provided by Jananese exporters  (of rw material  and/or machinery). 

The  localiianufacturers are sunnosed  to usn these «¡tin•'ar^'i.  See Tables 

¿  and   5. *or eximple,  on a  sheet   (   11 to V-  p.''r )     the sine contin«; 

should be 0,* o-! nf>r square foot. 

An.irt   from unevenness of coatino *s  stated above,   it   Î* leant  that 

the  coat in« bv several   firms is much  belo-; the specified standard. 

In many caaos,  it  is  sa 1-1 to he as  low as n.3 Oí ner souare foot. 

Here a<*ain,  In the absence of regulation of quality standards the 

vldesoread   iractice has been to nroduce Ion quality sheet«. 

\n,.   There  are two ways of checking the quality of  the sheets produced. 

One  Is to  f»et the sample sheets  teste-!  In a  laboratory '.'1th regard 

to thickness of sheet and  thickness of sine coating,   "ntil not', 

standards for G.I.   sheets have not h »en  fixe'  in Indonesia. 

The other wav Is to test  the reaction  of cos'ir»•   V OUT  th.»!*- 

exner^.ence  of the use of sheets.   Tbp  7inc co .tin" í-,  si p-ioie'"   co m!-, e 

the  sheets rust-resistant.   An un~-)1 vani se-I  «' --»et, \'her.   >;r 15^ !  to  min, 

mav rust  soon which may reduce  its  life.  On  the ot'-or ' ?r'(  ,i  nrorerl • 

!»alvanlst<!  sh°et of thick  «-we   (an«  ?'<   to '"'• TWO)  c-m   -st:;n.1  vr.in 

fell  and may last  ?0 to T yearr.   THn-ln" our field trina, "e contacted 

numerous house wrs bavin«* us:>H  C.I.   sheets  for roofin~ for viryln» 

lengths of time.  The general  nattorn of observation emer^in" from such 

interviews was that old 0.1.   sheets   (mostlv Imported)  had lasted  Ie)  to 

10 vr>ars   . 

1.  Imported sheets aro thickness than the locally produced ones. 
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In the»« eases tbm ntattn* had «tatted after 7 to 11 veara1 use. 

»Hit  tn case of nav tV'ts (mostly -w.'-  in  Irv'oT?-?*-),  rti«tinf   -i,' start—' 

after 1  to 5 year». Thus the direct benefit  nf ^.W-inisfnr may last  for 

3 - 1° "rears whil« the sheet Itself may last for Ie, to *n vpars1 . 

A« such,   it appears that the benefit of xnlvmiiln" is  rsther lini tei. 

Ismorf 

19. Aa mentioned above,  the imnort  of r..i.   sheet was bannei  In 197'). 

Honevei-,  excitions are allows  for iwwrt« under nroleet airi,  fiovernment 

pure).-.ses and ne« Investirent*  (both domestic and  foreign)  on the eround 

that  their quality reouirenents ar<* of hi*h standard and the local 

products do not come un to ch*>So standards.  Actual Imports durin» the 

Isst  tw>  yr»ara were  TS  follows 

1«71 

197 A 

Croa« T-Teir' t 

V.T. 

5/. 44 

1,311 

C.I.F. value Avaras« 

000 'IS.  3.        value per "T. 

I 

1*V 

1129 

1«9 

523 

*curce   :  I?r«  ( n.T.T".     7M1VKV> ) 

Decendin* on thickfteaa. 



IS 

These  I^orts ,irp very small   in connariaon to  i-he total market ne«»ls and 

h<-nce offer no coronet It ion to the local   Industry. 

naw "ateríala 

?0.  The main  ra'7 material   is cold  rolled  ahee-./coil.  Crii  i-  sightly cheaper 

thai sheet   (hy ahout "S.«  5 n«»v  îJf ) ;,rH be-.ic»  .'referred  If the  factory 

haa  the  f?hear«n" machín«,  »'oat  of t'.-  factoi i<-= 'i?v   ;V.s  faciHtv.   'mist 

a"'1   the 0.1.   sheet  firms  <n  Indnn*s\i haw   mv,ft.;<c)'   v:.tli   7«-nnes<* traditio 

oi- nsnufpctv.ïM-ir-  firms  ,*m'  relv  s.-Only  en  th<"s¿»   t>w>   chan->eîs   for  ltr-ort  of 

cold rolled  sheet«.  These   cirms ' avr  HCíH^S   to  ¡mnort th* cold  rolled 

sheets ; od 1-     -  ,i,)Ti't huy the.m localis.   T -  local   importine  firms  tmoort 

sheets n^stly  for  sale ¡o non-^.T.   ¿ -r   firm»..   Another  'nportnnt raw 

material  is  Kliv;,   larchly imo.irt.oil  from Japan  iV Australia. 

Other raw ruterials required in  smalj   ouantity are lead,  ammonia chloric«, 

hydro chlovld- acid,  sulfuric  acid,  sulfur,   tin,   alloy,  etc. 

?1.  There   i3 an  import dutv of 4" per cat   von CIF value)  on 0.1.   Sheet and 

aiother ffn  ta-ç «5 per cent.  i'o«ever,  rince th-re  is a complete han on 

imports of 0.1.   sheets,  these duties ar? not  operativ».   The  imnr*t duty on 

cold  rolle-'  sheet/coil  is 10 per cent on GIF valu? and  a ither P?n at  5 per 

wit   .  ?T^  ls calculated on CIT> pins imporr  dutv.  "enee the incidence of both 

duties amounts to IS.5 oer cent  on the  CT1-  prie 

I.   ?T\i   it;  refun^ahlr? if the firm is ur,dor tax hoiday. 

'•'..   Act-il  c.-ilc-.ilatlon  ic as follows   : 

Impon-  duty (Hep masuk)   10 r>.z. 

YVr\  formila 
'I.E.   and  r,,v4 T,DI     HO 00 
M.L.   í "arpa Liba)   "5?: 5.5 

rn.      no 
 10 

110 

PTv.  5 per cent on 115.5 
115. 

5.775 
Total        115.775 

"Ttus tax incirianc^ is 15.775 par cent on CTF price. 
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Check Price« 

•>?. In Indonesia, there is a nractice of fixing check price« on all imports 

by the custoras authorities to prevent underinvolcine. 

formally this Is ^one by the central office of the Custom Department. 

However, in case of cold rolled sheets the import prices have be«n 

fluctuating widely over the past several ninths (since the beeinin« of 

1174). Pence the central office? has stopped issuing check prices .in1 has 

authorised the customs officials it t^e ports to scrutinise the import 

documents carefully and fix check price* on the snot "it* discretion to 

change then as the prices vary. To ensure correct "rices the -xnorters 

ire rentrer* to «et tht>  documents ondorseH by the officials of the 

Indonesian «"»hassles in the exnortino countries (in this case Janae). 

Though this nmce-iure wmirs flexibility it in doubtful whether the 

local custom officials are in a nositlon to knot.' the latest prices 

particularly i- outer islands ',-h«re the imports may he irregular. It is 

learnt that underinvoicin* in case of sheets is on quantity rathar than on 

the price front. 

Import Price of Cold Rolled Sheets 

21. The imr-ort prices are calculated in terrs of hn*e prices for standard 

sise «rtth additions for characteristic; sue*1 as "l-'th a^d "m<v. Table 6. 

The averaeo hase import prices for cold rol cri sheets are as 

1. The freight component Is about f'S.S 3^ to *? 15/'T from Japan to 
Indonesia. 

___»_ 
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follows 

1972 

1973 

l«74 

1975 1st quarter 

1975 2rd quarter 

ITS.  «/IT 

230 

290 

23^ 

22* 

Then*» aire average ha*,-» erices,   la  19V¿,  'ico? rose to about  $ 37* 

one tin« but  starter»   fallin« l;i  l°75.   Unan-' on sbove base ^TìCO«?  the 

current    «rice for WO 34 coll  (f*<e m.> ¡t  co'inonlv uso i  t>3upi in .lav«) 

of three feet wl'-'fh voul•' vor'* r»;i.  ,->•;   fo'io"s   • 

W.$/T-'.T. 

Ra«*» (nn vvi.;« 2?o 

,V1r»  for TT V.  (i«« Tal,le *) 51 

Al-1   f. ,r paz^ñfiryr f, 
—m— 

Sav        $    2",0 

2';.  "ron examination of actual custom docuaieitf , uè found  t'iat the CIF 

price user» was 'TS.$  ?90/»T 'or 0.?0 nn (W '.3) at'  $ 26*5 for 0.35 «s» 

(P'-'C ?.«?)   tot May 1075  import«.   Prices have fallen since then.   In 

Jakarta mar'.-et, wr  found that C an-1 F price of cold rolled coil  in 

December 107s   (unchanged jfnce April 107•>) ,7ar  $ ?,0/'rr for coil  of 

Wn- 34 of 3  feet vrUtb.  Calculât'''"  hack"^r''s,  this mult1  "ive bp^e 

orice 5 111.  Plus S  53 for extra rhinn>î«»a an H  fi '. for *v :lriir.    ov.'ever, 

the exporter« mal»e those additions  for their oi»n use arte quet« 

t.  "efe*-'   t.    the Irf^c   tuater r,f ]/>VS. 
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tV finii C and F price to the Importers. Even ./ith this market 

information It is difficult to calculate the c->riect imnort nrico to 

tV; f'ctorv for twj reasons. Fir«jt, the eleni»nt of effective 

v-dorlnvotdne (either In torran of low "rice or ouantity)  is not 

'noT'n.  Secondly, there is a substantial navment Involve^ for '.'hat Is 

'"•own in local parlance, 'th" exr<*dit1ne costs' or 'invisiM« costs'. 

M'j».'r>v^r, "hat is incurre'' on such account Is m^de un hy savint* on taxes, 

ftzl1 v or nartially. 

'hrb -tin* 

23. Ttt of l1 manufacturing firms, A firms distribute their nroducts 

through sole distributors while th" r^st sell directly to retailers 

snd ev«n consumers. It is interesting to ohsorv» that *:'ie function 

of sol? distributors is iust to r»cornmen-l sale"? to -Ustrlbutor« 

without taking any responsibility for financial soun-lnesn of the 

'Ms ri butors or even stocking foods. THir, the distributor is an 

<r.t itm^'lary without any economic function. Tbl« aynt*.^  is in fact 

\iw* f\-,  * ne'ia to divert profit« from manufacturing activity to 

mf,r'*erinf. Of course, normally one- of t'->e director? in the firm is 

•*1s'> a distributor.  The commission rantres from one to fiv» ner cent 

ir   :v^ s lini price. 

''fi.  t fbe level of dealers, there is poo'* comnetition and the profit 

m->r"in«* ure  rather low. The dealer's margin is about Rn. ?5 per 

she*:: hut on this margin he can make handsome profits by 

increasing volume of business. Since factories «re veil spread 

over tb# entire country these take care of the markets of respective 
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reeions. "offerer, "'«rían factories are offering conoetition to 

otber factories in Su*iatra an! Java .IT* th^ir oro-hjctf are 

available -•"? fir ,TS in Central .lava. Tt "as comnlained 1n *nany 

olaces t'i.it ''eine factories ir« To^ucln«' verv thin sheets of 

Substandard quality and hence arf ahlr> to absorb frleeht to 

\CT\~,  -'iitflico? li/1 yet na'te rirofits. 

r.i. Ph?et Prices 

?7..Th>" r^tnil prices are by and lar«*? unifom all over the country 

"itli minor différences on account of location and quality (as 

reflected in consuner preference for cetain brand names). The 

erfactory «rico rouehly vorVs out at about MS.^ ^ifi nor "T" 

in cowarison to the CI F nrice of about 'ïS.S ?r>° of cold rolled 

she»»t "'itch t« the chief rav «storiai, "^îe difference would 

renresent the tares, costs of other irmut , manufacturing costs, 

depreciation, overhead«« and promts. The current nrices are ^ivon 

in -aM,' 7. 

Variations in nrices have be^n -»iven in Table *U It will be 

notice! tbat price«? had reacbe ' their «naxtimie) by the end of 1973. 

This "a«? -hie to rise in nrices of C". iheet.  It maw he added 

that tbnueb the erice of cold rolled sheet is a ma.lor component of 

the final ft.I. sheet nrice, the latter does not necessarily depend 

OB tlM fower.  The marbet situation at a eivon tir>e (such as sudden 

spurt in demand or slackness in it) has nuch «rester influence on 

price at 0.1« aliMit than \h» 

1. One 'T contains 179 sheets of ?.f4 ^r.  each. F*-faetory price >rf 
one sVet is P». *75P 
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cost of C.fl.  Sheet.  This «lio larpelv detemine« the terms 

of »ale  fron firn  to dealers an^   loi1 ars to c>tstor.erí. 

Cost:  St'_uçt:irp 

'>'<..  ìV'H-1" our   involti rations ve  found  ••"lût  t'i^  firn« T«?r^ very 

ret î-vm'    ;;~  su^nly  infom.ition  ^r   va»/ water??!   trices,   nthr*T 

co-it«?,  m».'   ;r."i'i*..   'Jn ens* of   ioi» *•  v;ntiirp>, »-»p  TOUT'  tr>at 

-;!,,>   Ljir >i   ,,  n-ifenrr »'oti'd V î? » "i.t  cl   thf  -'^portant   information 

•:o H'ir.i ].'  y.'.J "uL'l -'  iirc  H^e to nrovldo dati on coat  structure. 

"-> voci ' "i?v ' in vorigst ion   ,OTIì tir r.ctusl coat oi   ¿he plant and 

ric.'.vjnery  itTi.'orf.od   fron hic p^r^nt  country and would alno know 

t'u; correct  nrico.  an'l orpcisr qunlitv of thr  inportPd ra** 

•-.it. rial«,    (n sone  cases w« »-»pre »Wei to understand  that   *ven 

'he '. ical Oirtipr would not havp access to MJCH vital   information. 

'fit at   is  i'pvr-ile^  in  the account booV«s ''OPS not no.cesaarily reflect 

t'ip  .roa position,   ~tocp.  a!",  th?  firr>s ar>   nriyatf  United conoanic«, 

tHo-' e «nn'ial  ,ic-?ountr aro circulate'1  „nl    a^on^  ¿ho ^»rectors »rho are 

fiNrj**   r.bvT!  to four  1n rvfbpr,  "v^a   .• o  tax authorî.ti'B  aro not able 

to í:s»-^f«¡  t'i"î cornet  taxes  and th-'.s b.i«! Ic'  to thp ve! I kno^.»n 

'/rac-ici-* if     'rpfotiation'     of ta.tpr, bptvecn the  ri8i?saora and assessees. 

"> >v'ms1 •»,     t  i .   -«cher   Mfticull   to ma1"" very or^cis    patinate of costs 

"rvi   »rofÍL^. 

?í. "e   /oí    i.   ti'^rrforp,  Http-rpt to -nahe a broad estimate of the erat 

nú!i,>'   vi the   informâti-on w<- ''ere rblo. to collect during our field 

>iv-"4-.•>fltlo<-;.?.  Th«?  follovint* calculation relates to the third 

cur  ••; of   ;°75,    tho period of our fieV uork. 
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Ter V/T 

a. GIF T'rlce of cold rolled sheet US.!1! ?W 

b. Taxes, say 16 n.c. 45 

T>S - "n.  134,375 
c. Cost of other limits (s"« Tabic ?) 50 001 

H. "a^es (TH rectors, Office, labour) ?,4'>1 

0. Pxnr-ditinT cost« 

". 'iflcallan^nus (office exnenses, »tc) 

<!  ¿sr,  fv,.  no,??1» 

10. it nav ^e noint^d out that the above calculation 1« bs-d m Information 

suonile^ hv firma, *Yom discussions with vnrtou«? -»erpons in the industry, 

it Seca^ clear that the actual co^t could be different. For instance, 

due to un^erinvolcine tho tax e^ment voul-' h* less, say hy $ ?0. Further, 

various innut costs as eiven in Table 1 are based on standard 

specifications as recomended, the? actual use beino lower. Thus, tine 

specification is 0,6 oz ner sq.ft but actual use in certain cases could 

he about its half or a little more. This coul<! reduce the cost hv $ AT 

ofT :'-T- Tb-u* th-«e two items alone c-uld uri e down the cost to a*>out 

$ W-/TIT. 

Returns 

11. The wore connon sise of C.I. sheet use' ir Java is of ~.¿ V"*,, 1 feet 

wide an* r-  feet lone. Current!" its «-x-factorv r-rice is T>. '75 „er 

sheet. Table 7. As s«en above, the ex-factory orice of one "" sheets 

•mounts to irS.S 616. However, certain firms adnnt nractices such as 

sellinr a shei-t thinner than what is mir^ed or even savin" in leneth. 

This would eive additional margin to the firm. For instance, 
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* sheet of above site  should veieh ">.*/<• V:r. but du*» to ponr   «alvantsin«* 

(ami "1th sise waninulation)   It may w"l"'i as  low is  ',.r> ! ^  a«? vas 

brought  to our notice bv sotne.  of th"   'e.ilr-rs  in the «var'cet. 

This T'ould raise the ex-fsctorv prier«  to ''S.6..  650/» T, 'lit^  these 

calculations the r;ro9s profit ner fPT vouH roughly bo as follows  : 

US.$/VT 

Standard 'Hth market 

Specificati OT>S nractico.s 

Selline price 61* 650 

Cost price 45* 106 

?'arein 160 '54 

1?.  Though tho itMireina may looV hirh as calculated ner sheet or nor "T, 

actual profit  of a  firm will  Hr»n»nri  no  Its volume of output, 

Investment and  canacity ut1H-.it'on.   Obvlouslv,   a  firn workin" on ?. 

three shift basis vili   have  lar'-r profits tban  that "orVin« onlv 

one shift.  Similarly,   a  firn with lir"r>r canaclty ani better cimcltv 

utilization will have  larger nar"in  than uni!   flr-s with   full or 

partial  caoaclty utilisation,   ^von by tiHnr»  t,v  lovr»r M pure, as 

margin  for our calculation, w  r»t  thr foil ovine return on   Invpsfnent« 

In two hypothetical cases. 

1. The mareln venia further rise If ve consider that vary thin sheets 

(ÎTSR 41 and 47) are also rroduce^ by certain factories. 
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Cñmp lo.  I 

Asmunntlons 

°»ít«ut l?,'lin 'T oer ywir 

T7!*»-* Tnvpstwnt r,<!.$    1  i*n 

T-TorUn« capital !'<!.<!     I  ^ 

^orro'-'tn«» rate 1 n.c.  n.r. 

'Vnrecintlon 11 n.c    ncr year 

Total Oros» Profit  * ? \<\nf"T '^.$    l.T> wi 

Lru Interest on trorkin<*    capital ,,<;.$ n.1* TT» 

T,:?is flenrcciation HS.S    ^.jl itm 

*!et  nrofit TïS.S    1.4* im 
a 

"pturn on  fixen* Investment"   • I'»1,  n.c. 

Caso "o.   1 

Agsurptlons 

Output ',T>T -T n-»r yi»*r 

"nrMn" caMtal 'IS."  n,-, ran 

^ost id»np is above 

Total Croas nrofit VS.** i."K um 

Tos«! Tutore« TIS.S ^.l" am 

Loas tenrec latini "S.S ^.1^ Pr, 

Mot   profit 'TC;.$  '>.'''' -an 

^eturo  on flxM Investnont  /-,'! *>.c. 

Tr»  I^OVP roturos    are  -»Ilustrativo. ror firms <'ho«^  inv<ïstmo»*t  la 

higher  than one million   <>,  roturn "oui ' hr lo^'^r an-4 vier; v-.*^a. 

Further,  return In 107^ wmiH certainly '""" "¡uC   1o".>r tVa t'nt   M W, 

au* to Mf»h nrlcís of r*».* «aatoriala. 

I.   T,.orro"lnc rat<îe  fron  Institutional   *nurc<"?  ?•;  a'vyjt  °  "•»r   -.-ant an:' 
tnat   fro« nrlvitp sources  -'s  ->^out  T ncr en it. 

?.   Fixc-H   lnvfîrnent Is taV.on eoual   to  ->ouitv capital.. 

3.   Thp^o  returns voulr'  amount  to ?r>"  ^>r r..ant   in case ,To  l   ^r»  12A ncr 
cr.it   In c^se   'o.?.  if  the  <»ross nrofit of  >  '?5',/"T 1":  ta'-.en  r«pre«»entln» 
marUo': orc>ctlc(ifl.   ("ara  11). 

J 
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35.  OUT discussions with firm* revsalsd th.-»t 6T> to ^00 VT output 

©er month would be the break-even noint !«. this industry. This 

is a broad estimate m^  the «tuai omfitp of a  firn would defend 

on the written down value of the invest*ient and  actual  output. 

However, annlytni» this  orincinle, we find that  only 3 firms would 

have nade lossess arM other five firms vould hw made snail 

nrofits. On the other Sw», we vorc informe^  that  in relatively old 

fir^s a Partner's  shar* can be 3old at throe times its original 

inveftfert if ter 3 year*.  Thia "ould five a r-turn of ab"ut ITI 

ner cent ner year.  lool-tor* to the hi«h int^r^st  rates of ? to 1 t»cr 

cent n"t mont^ for loans  In Indonni«,  a return of ^ to IT) oar 

e«nt nor v»ar in  industry with an «l«nont of riak could not be 

considere«* unreasonable,  »urther,  the return on  investment in 

industry has to bo considered over lone oartod.  However, this is 

not the thrust of our investigation. 
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Gal vantai Iron Sheet Manufacturers. Assoc t_^t Ion  (CAPSI) 

34.   As new Industries  cot  estî>b1i*V»< in  Indonesia,   there is a tendency 

to fori associations of nro^ucrrs nanuf-icturln» sane or similar 

products.   In line with  this  trend,  the GAPSI1  was  formed  in June  '74. 

All  the  p manufacturing  firrs are members of  this organization.  The 

main  function of the GAPST  is  to safeguard the  interest« of its members 

and brin« to the attention  of  the Government, problems    they may face 

from time to time.   The contention of  the CVtl  ig  that  the Government 

has  issued too many licenses "ithotit Vnowi--"  the demand  for G.I.   Sheets. 

This h*s created over capacity in th"  industry nnr'   if factories were 

to '-mrV  full capacity,   th^re »'111 bo ovrproduct-on end  stocks will 

pile un.   In consemiencp  t" overliccnsine    and   -yrcss cr.naclty in  the 

Industry,   it  is alleeed  that  th.- firn* risort  to malpractices hy 

producine sub-standard  «oo^s  a*,d falsify trad»» marks.   The ^VSI 

maintains that the  industri ha«: he-n Incurring losses mainly due to 

hlph raw material  oriels,  iinderutUlsation of capacity and inadequate 

dewand.   It supposta that  licenses airead" issued hut unutilised should 

be revoked, no ne« licenses  should he «ranted and  standard« should he 

fixed to ensure uniform quality. 

1. The Association la known as Gabunran Fabrik Sen» Indonesia (C\PSI). 

It Is located at Jalan Ir.  lì. Juanda 1, Jakarta. 
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li. It Is true that too many license« have been issued without knowtn" 

the demand. However, we learn that the holders of unutilised licenses 

have* no intention of tettine un the» factories. Tt i«! f»lse trti" that 

new fin« which commenced "»roquetion ii 1°7T ^'d 1 °7-'• ^ntrnrod tV 

narVet when raw material prices »-'ore hl«h *n-' heneo !-•»••' hard ti-^c. 

1*. !in-»»r conditions of overcapacity it "is exnected that competition 

vould compel the firms to n due0 nrico^.  fut. thir his not hinpaned. 

It is learnt that the OAPSi hid »volved í nriclne -,"xee"ient under 

which the firms are not exoectod to cut dovn prices. 

Thus the situation of excess capacity his been met bv frecsinr the 

prices and cutting down outnut or adlustin* it to the <*iven «rice level, 

In other words, the industry has created oligopolistic conditions. 

Prospects. 

37. Mith nearly a fall of US.S l^/'T in the price  of cold rolled sheet 

fro?" lr>^^  to l°75, the year 1975 has '^een definitely a food year 

for the industry. At the current retail irle* of f.l.   sheets the 

increase in demand is not liVely to rine fast anr". the situation of 

under-utllization is likely to ncrsist for some -nore yeirs unless 

the Industrv diversifies product lines and atf-mpts to "xoirt. 

Forever, it is understood that tha Government Prorra'"me of IMPRESS 

is likelv to boost the demand for C.I. sheets in th? cornine months and 

the capacity utilization is exreced to inprove accordingly. 
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O.I. Sheet Industry in Hilaywla and Stnraporee 

H. In T'alaysia, there are t^rp" O.I. sheet factories, two in Kuala 

T-uwmir and one in Penan». Those are relatively oV factories 

established durine. l^l - ^  period. TVse have 1 ir«e canacittes 

(*00, 1.7S1 and ?,V)0 TT por month). T»ro of these vnrl- on ? lines 

and three shifts basis. Th<=re in no ban on innere of I.T.  sheets 

in ^nl^ynin  and no imoort ^uty on ra" materlils. Mowov?r, there is 

an Imnort dutv on 0.1. sheets at 1 per cent ner snuare foot, sur 

tax of A ncr cent anH a sale«! tax of 5 per cent. The incidence of 

total tax is about 4? ner cent hut the orotectlve rate is onlv about 

10 ner cent since th*> sur tux  and sales tax are levied on imported 

0.1. sheet* as fell as locally nro^uc0^ sheets. The ''alaysi an 

factories import C.r.. coil mostiv from Janan. \bout SS ner cent of 

their output is eorrueated mainly for roofing an¿ rest is for 

industrial use. "alavsian factories r-w relatively thick sheets, 

about 70 per cent (35 HSf.), l'I ner cent of T\ ?.», •d VSC  each. 

The local sheets are entirely uaeH for the hoiv market. Accordine- 

to market information collected 1n "Cual- Lunpnr 'ui ,i' oui- fiel! 

visit the nriees of cold rolled coi1 ".••re  is follows : 

March - June 197'« 

June - Sent 1°74 

Jan - Sept 1971 

October 1n7S 

CI^ Trice 

US.S/"? (ISO IS) 

VI 

HI 

TV) 

ao"> 

Thus TTSO M coll orice current!v is S ^92. This is equivalent to 

WW 11. However, the C1F price in Indonesia for WO V4 is $ 240 

which probably reflects underinvoicini» an^  freight difference. 
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19. The ex-factory price in   "alavsia for 15 MSO of V x *'  per sheet 

varies from " $ 1.*>4 in Kuala Lumpur to "   fi  1.6'' in thr- interior 

(Kota Kahru)  Table  10.  This t'onH  ?TOunt.  to VS  S 40?/*T    as 

co*n>arcp to HS.fi *ort/*T ir»  Tn^on'-si n "     (for same thinness).  Thus 

we  find that  the consumer  in Indonesia    has to pav  car hiph»r nric* 

than his counterpart  in ?'alnvil?i     and  that   too for an  inferior 

oroduct.     7<nij»h1y the breakdown  of   final   price  ts as  follows: 

CIF orice of col H roll»' 

coil  nor "T 

Tmnort tar 

Tx>cal   taxes 

Sal o nrico 

difference 

'al aysia 

"<;.<:   (',<?r: 1r>) 

Indonesia 

MS.fi  (T"TO, 14) 

6! 

4<T 
i 

14 
.f, 

Total 11" HI 

*ln 

174 ?77 

40,  Thus the difference would represent  cost  of othar inputs,  office 

expanses,  denroc lati on an-* orofits.  The crucial point is  that the 

industry in both the countries is based  on  Importer] raw material 

and yet the consumer price  is Indonesia    is mich hicher than that 

in "alaysir. 

This cloarlv reflects the  irtpact  of  different molicies  follow-  in 

the  ttm countries,  ^ree  Imports   ("1th  duty of 10 nor cent)  comnol 

th>3 "'alavsian producers to economise  on  costs an' W ?p the ^ric^s 

do»m uhll'i  in  Indonesia,  the  import  han  talfs auay this  incentive. 

1. Msr. 15  i, équivalent  to n'T 11.   At  thi rate of 14ri sheets  (of 
VSC IS)   in * TT  (tab]?  5),  on- 'T vili cost " s 1??1.1 or Mfi.$.  40? 

2. TTV 19  sheets cost MS.fi  r>T>/'"r ani w. 14  shoots cost MS.fi firi/'T. 
Mr»nce  -"^ 11 sheets would  approximately cost MS.fi 6^0. 

1.   Price mentioned by Indonesian  Importers    is ? ?4r»/,'rT.  lut since 
freight  and handling costs  srr> higher in  Indonesia and also 
invisible costs are incurred vre  assume fi ?'W to pive benefit of 
doubt to Indonesian firms. 
See T'a«»? ?°-, 

4. ^f-  1* nor cent. 
5. Sales tax 5 per cent and sur tax 4 ner cent. 
6. «ales tax 5 per cent. 



27 

^l.  In Singapore, ther« is no fluty on  import of the G.I.  sheets or 

the coif rolled shoots.  At present  there aro two fitnr, Fianufncturtnp 

G.I.  sheets.  Thcs"  nroduco  sheet«! of si*es W-'G *>?,  V* and  ?* mainly 

for construction of factory buildincs an^ warehouses. 

TV1 y exnert  G.I.   sheets to  Indonesia as building material   for 

construction of factories on contract. Those sheets arc very thick 

and hence rio not  comoete with Indonesian oroducts.   Further,   the 

Sinrianorf» firms have no (»al vani sin* facility since the scale of 

oocratlon is considered too snail   in vt"w of the limited market. 

Honce th»so  fir«« import cold rolled pslvaniseò coil, mainly from 

Australia.  Tlie firms *o corru<»atim locally.  It  is interesting to 

obaerve that without any import  duty the factories can compete with 

imported sheets and even exoort  to ot^r countries. 
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A. ¡juramarj> 

42« The G.I. Sheet industry is among major- mecal "bawd indus trie3 estab- 

lished in Indonesia.  Itn output rose from abcu'- 4,0CD Tí? in I968 to 

around ','0,OCO MT ir 1972 - 1973. TS^roai'tcr, v: ,   :v,,¿v-,tica lias £t->- 

bilished ac this levwl. 

43. In all, 22 lioenseo woreAíCTJ.OíI f^r« a -or wnt;- -f V:a..Tn ,,T,T 

twelve liavo "been utilized, with •r.st^I"1 c-'I i apa,;..^ S. . <-- r\ 

However,  d.;-¡¿i to limited demejid the a" o'.r-"•   r.utinù  As   . :   . 

,   -V -••hone, 

44« Estimates  cf demand and irfomat'ovi  ;Vbrv.:   o? ia:. pro i--.¡ le/   - o .-o-', 

ee-cily av?V:al-lo uith the Ministry.  Tá;]-  ¡na^e.í    t   .'.LíT"~.v.",J- .;'>•? '"he 

concome-.1   authorities to íü.¡VJ propor  llocrue^. ^D\,O../¡.' UMPPV '   o1 

oapaoit,1' fir -"-i c.'.'on.ji cf   /'"O df.ir'Kl \n tjjo raturai 1 oatirr/vonco cf 

such a citva'' ion. 

45. Due to tho  =\V¡olvbe hi-   on imports  cf G,I,  Sboetn. Wd ü d ::ot find may 

olar.denntina imports £i.t iz  aecn in othoj? prod„oïSr.  Ho;re .fi",  «mail 

quantités do ¿jet imported undji the oate^ory of buildin,-; materia-"1 ¿J, 

nexticulnrly fcr construction of fqotoriea on contract. 

46« Roughly 70 por cent  of Gol. íihea+s produced  in Indonesia are corrugated. 

These are mostly usod fcr house roofing,  largely outcido Jp.,;^. 

47» In ¿general,  the sheets produced arc thim»   Cieno are  cf E'G 34 gauge 

and upwards^ In Sumatra, tho factories produce ever   (újruer u>ro-'-a, 36 

and 30 3ÍG, 

48. There :.-, lasen competition anong the produ/erj nütioó th^y e '/•< v ' > the 

limited market. However, the competition  '.-u not on ih • •>   ^••". -,     ..".marl-. 

since the produoero have an in-formal pricun¿ a^eemort    ic^  e 

competition taires tho form of popularisât:!.-ni 0.1  brar la AMI vox ¡ trough 

producing imbatomrtarc' producta in tercia oí   alzo,,  thic\rjHr: ani cjnality. 



49. Agence of any quality control or fixât ior of standards lu a serious 

handicap te tho development  of quality producta.  Consequorrtly, ^hc 

consumer har,   bo pay hirh price f,r poor quality products. 

50, Thfi prooco- or calvanisinR used in Indonesia iB the hot-dip method. 

TM.H :-E an eld method and does not ensure ooatlnc c- uniform Virtue«», 

-it is i.TijTjfc t:vi-;; planta in Irdononia are the discarded plants from 

Japan v/he- thAs Tiothod has "boon replaced by .now modern techniques 

CT?h a¡ or T'.---- vivimi sin.- prcoesB (and othor prooess). If thosa 

plant: a-3 iVnr-v^od u,, nei; plante at inflated price, as.probably is 

tho ca:-, -u- industry Buffers from ever capitalisation, thereby 
p-anhxnct vtp -¡¡^o prioo &f ihe fin&1 productt 

51. Thn proc-v- apart,  neme firms donft  conform to apooified standard with 

ToctvTd to tho uno of zine coating, thereby lowering the quality of 
ßhocbß, 

52. Durlnff cur i.rvoirtiga,tionflf in was found that tho sheets st.^ruTtüv- 

after 3 -iso 5 yeire use, inrt the shoe-ts as such my lairf I5 rr moro 

years, Thue tho benefit cf cMvanieinc ìB very limited., 

53. Tho nain raw material  for G.I.  Sheats is oold rolled chcrt/ooil 

.Imported from Japan. Another importano  matori^.l in zino, alno imported. 

Tins tho indi;«vbr/ la mndnly banod or. inportod raw matoria.s, Tho local 

contort  is - ,-ry iroicni.f leant, 

54. AD irl.-tcl VIOVG. the  industry enjoys complote protection frcm foroicn 

oomprtit-'. ,* 3ir.ee J,nuro 1B a total ban on -Laporta, -owevor   thero is an 

import  duty 3f I5 per cent ''boa „«etìc)  ara saler, tax per cent  (P.Fn) 
on tho .•»nporjod  cold ro.uiod shoot, 

55. Per OÌTP.TCJT1Z oorrcoi  import duty, thoro are no fixed chock prlcoa for 

oold voiced jnootB due   »0 w.dn fluctuations xr thoir prices over short 

period. hoover,  tho custom officials r.rc authorised to  fix tho chock 

prioo 0:1 the grot. Not«LtkrtandLni; «¡his system and othor chocks, thoro 

is -undoidn.roiclnc practiced by tho firma, perhapE moro on quantity than 

on price front. Thin reduco» the incidence of tax on the raw tutorials. 



56.  In tho last «juartor of 1975, tho CTF prioe of oold roll od shoet was 

around UG $ 240/IC whilo ihc ox-factory prioo of G.I. Shoots work« 

cut at about US.Si.6l6/'ir, Tiroadly ovon affror making liberal allowance 

for various oosta, their oompostion would work out as follow» s 

• 
1 

Cold rolled sheet 

Taxa« 

Othor input« 

Other oosts 

us. ;,/MT 

280 

45 
:.2o 

11 

, 456 
Thi« clvos a margin of US G l6o/îTF, "owovor, if wo mako allowance for 

undorinvoioinc, use of inputs "bolow standard apoolfioatioar and otho" 

malpractices, "the mar¡»in would xxar to UG.  '•'., 2yJ\T¡, 

57. Thouch thoQo profite may look hi^h on a por IS1 basis, the return on 

investment will dopond -m tho 3ize of tho factory, rato of utilization 

of oapasity and the life of plant and maohinory. Usine above mar,'^in 

flauros, wo find that tho return on invostmont works out at I4.6 poroent 

per yoar for a faotory working three shifts while M is around SO por~ 

oont at % poroont oapasity utilisation. Our discussions also oorroi»- 

ratod those return rc-tos. 

5Ö. Out cf '-ho total profits, a aubtantial share Ì3 retained at tho manu- 

facturing (and/or exolusivo distributor) lovol. The oompotition at tho 

retail lovol is quito koon and oonsoquontly profit margins low. 

59.  In oenparison vrlth Indonesia, tho G.I.  Sheet inrluotry in Malaysia is 

sot on difforont lines. Tho imports of G.I. Shoots arc eubjoct to a tax 

of 30 percent with no tax on raw materials.  Thus under tho prossuro of 

forolgn competition (with 30 poroont protootivo duty), the industry i« 

able to competo ',*ith imports. Itokinn allowance for taxas, tho Indonesia 

prioo tf G.I. Sheet is atout UE.Si IOO/TîT moro than the Malaysia orloo. 

The products of Malaysia are of "bettor quality and of thloksr &u»go a« 

oomparod to those produced in Indonesia. 



u 
B. Policy implication 

€0, Maone the major policy' inst riment 3 adopt od 1^' tho Governamont of 

Indonesia fcr directing the  iu^ jr., :, rial dovoiopn-rrt   or planned lìgneo 

as enunciai od in tho Five Year Pianj,  indu /trial liconsinr and 

proieoiivo tariffs ayo the inoro important onoe 2.  As in many othox 

dovolopine ooimtrios, thoeo mcasuro* havo  üifüünced the naJ iro and 

artorrt  of industrial development  In Indonesia too. Tho major objective 

soufht to TDO aohiovoû through these polioios haß boon import 

substitution and in that thore is oonsidor ahlc  sucooan rooordod. 

Hcwsvor,  it  i.B nocossary to oaramine -.jhothor through theeo policies an 

oooaooioally effioiont  industrial 'uasc íES ordne 'juilt up which in tho 

ultimate aia of the Govormmcnt piara.  Our findings r-ortaininc to this 

aspoot hosed on the study ?f  íl.o raìvanlcod ir-n   3:1o./.   :udujiiy aie 

prosami od below 1 

industrial Iioensjng 

61. It is not oloar as  to what purpose tho li---in.Sj.nr ¡ä'ys+om ',s supposed to 

serve in Indonosia,  Ono often  ,-itod  innction y'C lio^rsir;; is +hat the 

Govurraent •'.rf.sliois to naJ;oh supply w'-th copiad thoi-oly cnjirlnf; adoquaio 

avalilaoility of ¿roods ai the national lovoi (al BO at th.- rerional 

lavóla) and aleo "oy dirottine   .nvct-fc; lorrts in canfoimity -.,1th national 

pri&rit/.en.  Ii  the Govomnont xain^a ^hat ado guato liosnsuift oapasity 

hag 1)003 sairjrtionod in tho oountr,/,  further lineament  in that lJn& may 

1» oloflcd to foro-gn and oven to doroostio oapital at tho samo timo or 

lator on. Tho closure ipay "bn a.'feotod at once or in ataros at varions. 

In 0,1. .Shoot  industry,  invoetmont uns oomplotcly closed in 19J2, 

Ilowovor, we find that licensing has creatoa ovor-cap&oity in G.I, Shoot 

industry and in fact has created a situation quito opposito to thai 

intend od. 

1* Ticousine in Indonosia has "beer, in eacistenoo ior lon^. 

2, Othor moasuros inoludo tax inaonti'-oa,   "'ovolopmert  of industrial 

estates, provision of industrial rinùnce,  rto. 
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fl» capacity 8 .etionod i8 aW flvo tia0B ^ ^ ^ ^ ^ 

^paoity nearly over three tine.. Obvious^ the invostuont ^ w 

aiaallocatod if »oasidorod in te• of Clonal priority and «to 
indent ha. ,een fronte, too ^ ^ ^ ^ ^   ^^ 

Hoonain, . The „ein „con for thiB „ituation is that the Oovor^ont i. 

not in a portion to ortigo tho demand and is .at suro whether the 

lioon^.^todwm tartuy.    Uonoo to pi,,, on tho .*«, Bid0, tho 

authorities ov^attoato tho danond and also ovorlioenso to allou for 
failures in implementation. 

SoaotW tho ardent  «hifts fro. current danand to tvttrvo dan-«: ,nd 

«*» loom demand to aborto in that tho donestio domnd ,^ r-^ly ri- 

«« that if denote output, exooods tho homo don,**    tho c^o.o oo,ad T» 

«ported.      m th,ß ar,^, it is formten, th^ «ports depend not norely 

on ability *ut on other oruoi,l factom, suoh n. ooepe* itÍvonesB in 

t** of quality and prt*o which the protective policios thrives 
undexraino. 



33. 

62, Another ar^unorrt advanced In favour of lioensinr is that tho 

Govornnant would not liko "to allori invaírti.ionts in oertain indus- 

tries whioh aro not aooord V priority in the pinne.    It  is not 

•loar as to Act  suoli industrios aro "but  if thoro are any such 

industrios, their lj.et oould bo publiciscr1. and thir registration 

rGfufkod.     Similarly,  it  is also arricci that sinoo oapital is soaroc 

tho Government would lil:c to rivo preference to labour intensive 

induirtrioB ovor tho «apikal intensivo incbistrios through, tho li- 

oonainr: syst on.    "loirovcr, in practico it is found vor;' diffuoult 

to define prcoisoly tho oapital intensivo an;1 labour intensive 

industrios and further it is uuoli moro diff'loult to scrutinise oach 

application on that basis,    Tliat  is why there is a .^onorai fooling 

that inapitc of proforonoe {iven to labour intonaivo industries 

in tho plans and tho sorutiny of tho lioensiiv authoritios, hull: 

of tho industrial investment in Indonesia hae lio«, n oapital intensivo. 

Ono way to discourage tho establishment of oapital intonsiyo inditstrion 

would bo to maleo the oapital oxponsivo.    Sut in Indonesia , tho 

intorost rat OB aro already vory hich and it is doubtful whothor to- 

ward revision of theao ratos will dieooura^o oapital intensivo indus- 

trio! «o far the policy of import ban and hirh protection oontinuos. 

Aat*lljr     any increase in tho intorost rat^e would push up tho 

prioo of tho domostio products under the pre sont situation. 
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63« Invostmont allocation basod on ostinatoci douand nay bo just ¿Hod 

in orase of tir. j or product G whore tho Government wants to invest di~ 

rootly (  suoh ne fortilisor,  oornont   ) bub to issuo licenses to 

•ovoral firms in tho privato sector for products which vary widely 

in quality and whoso donand is has od on several continuously oha — 

ncine factors, the justifient ion appears to ho rather vaglio. This 

is particularly so whon tho information hase of tho conoorr.ûi1. do- 

partnont for rnahinr dor.in.nd ostinatoB iß   Inont nonexistent. That  íB 

why very ofton tho applicant for lioonao is roaiirod to furnish Ma 

cwn demand estimato,  obviously,  his octi.iate lu on tho hi,-,h side 

since ho has vostod intorost  in r.'ottin;   bl o lioensj.  Cn tho cthor 

hand| thoso already in production ararne for lev; \ r.and hooauro thoy 

do not want more lioonsos to ho iss'iou. 

64. Anothor handioap of tho liconr,inL-   syst or. io that tho oonoornod 

dopartnont doos not know tho opt;.;.Tuni investment  at tho fir?, lovol 

for different industries and honre in fact  it roots on ìBSUì;\; 

lioonsos until tho lioonsod oapaoity tov.ohos tho  Icvol of osti:.iatcd 

donand. Thus it favours tho BO VAIO have oonc first rather than those who 

aro off loi ont.  In G.I.  Shoot  industry, all tho five foroi'n 

invofftmonts are early 3tartors havirv; tho bonofit  of low oost 

maohinory and Iar^o oapaoity., Thoco lacivo put tho doncstic invoetor3 

at a disadvantage whioh was at l.ast not tho intention of tho 

lioonsinc authoritios.  Of course, it  ooiû'" bo ar;aiod that ovon 

without tho lioonsinc system this situation would have ooourrod but 

thon it would havo at  loast avoided tho f ra^norrt od production. 

65t An incidental disadvantage of lioonsin~ system is  that inspito of 

streanlininc the admini strain ve mnohinory involved in lioonsinc and 

various cthor improvements announood and off cot od fron tino to tii..o, 

it talios lot of timo/enor^y of the applicai  ontroprelieurs to pursue 

thoir applioationB,  inour extra oosts in pushing; tho applications' 

and dofor vital dooisions till the liconno    is obtained.  In recent 

tinos, tho dolay in sanctions has result A in escalation of oosts of 

plant and maohinory duo to tho worlu-.ri.do inflation which ultimately 

Got s roflcotod in the hifdi prioc of tho final produots. 
/and 



66. OloBuro of further investment  in an industry is the cxtondod forr. of 

lioonain,'  gyntan.  If tho authorities hat! tho estimate of demand erZ 

olosod the investment as soon .as VAC licensed oapecit-- crisis t..at 

lovol, tho resulting situation would be that of monopoly or old.-opoly. 

In tho industry undor study,  wo found that tho industry fc:ls wall 

protootod arainst foroi/r. oonpetitien (duo to bar or. imports) and 

a^ainst lnorococd internal oonpotition -'.uc to oloouro of further 

invostnent in the industry.  The situation of ovor-capecity io well mot 

by the prioin    a^Toonont anon;, tbe exist in," proi'ucero.  Thoso raits 

w!doh aro snail end now arc at   a disadvantage vio-or-vic lar;u and/or old 

oatablishod units. Ilonoc thoy rosort to malpractices  such as prodv.oin;' 

f,"oodB of low quality. 

Protootion 

Í7» Ao stated ahovo, tho industry is fully protoctcd arainst  foroifn 

oonpotition by tho "ban imposed on import  of G.I, Shoots in 1970. Ilowovor, 

there is an import duty of about I5 poroont  011 raw martoriale, Since tho 

(•ovornrnent wrjits to dovolop tliis industry thoro is little justification 

for lovy of inport duty on re.: materials.  It nahen tho local produots 

esponsivo and incompotitivo incsçports in oaso the    ovornm nt  intends to 

pronoto suoh oxports as is tho object of V 0 Government  of Indonesia, 

Tho arcunont advanood in favour of import lian irj that  if import of 

•hoots is allowod (  ovon after levy of duties  ) these will  be srrv   lod 

in tho oountry through undorinvoioin, . hut this happens ovo.:! i:: oaao 

of raw materials <as vre have soon ahovc. Thus tao er/"uuo*.t  for hen dnos 

not hold water. Tho un^orintoioin: practico    is univ rsal end has t • bo 

taohlod independently as an eel 1 ini strati vo noasuro rather i»han us od. 

as an arriment  for aiiot1 or unjutifiVde polio;'- of import hen, 

60, A» soon ahovo,  the polio;- of import hen provides undue protection 

to tho industry and encoure   ,r. the orrtahlicJujcnt of units without 

rofrard to ooononio si*o. This  finally recuits in hi:;h priocc  and poor 

quality of products. In thio  situation v/hon the domestic industry is 

not  ahlo to oompoto witl> the  import od products it in obvious that the 

oountry will not ho ablo to arport suoh produots which in one of tlio 

major ohjoctivos sought to aohiovod thx*>u,jh plaaain •. Hot only thet, it 

has other adwso iaylioatione for Indonesia. 



In tho ABO-MI ¿.roup, there is a ¡.îovo to lihoralino trade  ai.ion;- the 

oountrioa and ;-;ivc proforcntial tror.tr.iont to Liports fron tho manlier 

oountriQB.  If this idea ic   •.oooptod and inploi.ontcd, Indonesia with 

ite Id h oont industries id.ll "bo at a C;roat dÌ3advanta;;o vis-*-**3 othor 

nomboro. Por instance,  If G.I.  shoots arc frooly allowed  (  or ovon 

with noninal duticD  ) from one monher oountry to another,  IIr.la.ysir. and 

Sinf-aporo    (  and porhapn Tlirdlr.nd and rhili;;i:ics too ) id.ll  c:rport 

their G.I. shoots to Indonesia without any difficulty. On tho other 

hand, Indonesia nay find it  diffioult to taho advantage of tho -.¿rado 

lihoralisation unions it  ohanccc tho policios as discussed helo./. 

2. aM^niiirrcí 
A.  General 

69. Wo Buncost tho introduction of a syoton of collecting information 

in tho Ilinistry of Industry  ahout  oac> industry and oaoh major product 

With rorard to tho nunhcr of firras lioonEod and on:;arod in production, 

lavo?, of investment,  output,  sta-o of ir.iplonont'tion of lioenso and 

otiploynont. Soi 10 of tho rehired infom ation c;c%9 ^onorate- in tho 

oouri« of routine administration. This should he proporly olaasifiod 

and tabulated on a rofular "basis. Arrai\:onontB for oollootirr1 other 

infornati on through oonpulsory refi juration and roçular auttiiBsion of 

rotumtJ should ho raado. 

70, It is further succostod that a trtatistioal ooll in tho Ilinlstor of 

Industry should ho oroatod in oonsultation with tho Contrai bureau of 

Gtatisftios. This »oil should ho mannod by properly trained ooonouistn 

and. statisticians.  It should ho entrust od with the tasi: of ostinatine 

demand, for uajor products.  If tho liooncin   syaton is to oontimc in 

this wou}d help in talcinf rational decisions in  i^o c-action of 

lioonsoo, hut  if tho systom iß to ho modifiod, tho GstL.atoB would  , 

he of holp in watohinr: tho availability of {-pons fron looal sources, 

in inposinr dutioe on imports, in ohooldn- ditty realisations and in 

onoouraflnr invostmont in t!ic donirod linee of production. 



71. Por judf,in¿, the porforimaou of tho locsl industry and for safof^uordin-* 

the interests of the consumers,  wo au<„.,est that couparable  prioe data 

for major producto from nearby forei,'^n markets alioaid be   ¿ollooted 

and made available. Tho Indonesian prices,  parti ou¡ v    of 3over~l 

locally manuf. ctured producta,   are w, y out of line wit!:  intern tional 

prioes.  The above cell ahould be entrusted with -¿he    as     oh  col Inutili, ; 

auch pi ice:. 

72. In 0.1.  ..heot  industry thero  ir;  ari ur/.ont neeu for onauriu ,  s+andar~ 

djsation   of products,  This  i^  well roco^iced " 1     the ¿ditinti.';    of 

Industry,   tho G;IPJI and the consuaei-;.  hence it  IF  su,, ertaci, "that 

standards  about size and yualitr of G.I.  'hieets  ahould ho  1-aid down 

and the f .cilities for teotin^. tho standards  should be provided for. 

It íB understood tlv.t such f .ci li tier: do exist  i:i Inio¡.o;:ia but theco 

are ourrsntly scattered.   It is,  therefore,  au,;.',93tod that  thaae 

facilities and the standards  should he establishec on a leyal b-«si3. 

73. Different firua have introduced tho element of quality in their products 

throuiJi brand    names, 'ilia products of well l:nown firms conr.tand hi/,h 

price but there is no wa/ to  judrye their ruality in tonus  of specified 

standards.  New and amali firms,   whose output io a:rJl and cost rdyh, 

are producine very poor quality sheets x." co r.ur.erô aro á-oi.'.pted to buy 

thece hecause of low price,  hut tho o sheett;  do not last  Ion,;.   In t'.da 

situation,   it  íB not enou; h that 3tandardr;  "re i'i :e    %ut  the  e standards 

should bo adhered to.  To ensure t.d:;,   the   :.e, ai.  obli- ti: on to  ornfrom 

to stand. Jd:; ahould be established  a.a tho 1     h).ont:.;    authority 

ahould gee to  it that no vi-»lati'n    occur,   howevur,   11 ¡ .":   bio  cuiaontly 

prevailing   condition-:  it  i:    yuoj <du!iod whether tho introduction of o:io 

r.ioro yovernuent control in  »he industrial adi .d ni /la- .ti •.. k,/rr¡;o¡.i vnalu 

reeu.lt in ..ddin;. to Invi'db lo coLd. thoreby defoatin    tho   /or    purpose 

of tillo ¡íOtvTJure.  hence it will bo noc«r.3crjr to introduce  ?. system with 

built-in checks  a^ainnt   :.xL"dni;.-trative nalpractices. 

74«   Laoh of demand is a Boriout  handicap to t .0 inuiv.tr.'.  ho .' r  it h/3 

relied heavily on houso roofing.  The derapici for G.I.  hheeta for 

industrial <iad other unos could grow but it would need sheets of 

thicker ¡yau^e and better quality.  The industri Ldioula adjust the 

production capacity accordingly, i/ith improvement in equality and 

roduction in prioes,  export possibilities should also be explored, 

particularly to the Iliddle Jnai re,yion. 
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75« It appears that thoro is a otron,; oaso for rovio./in,;* the lioonsin-'r 

syatoia.  Iho oxistin ; systou hau not been able to avoid oxeóos oapaoity, 

establishment of uneconomic units and investment in saturatod iadistrica, 

¿otually tho lioonuin ; syjta.i in combination with tho policy of import 

'bmi hau or«ated this situation in the  G.I. Sheet industry«    honoo a de- 

tailed roviow of all ooononic implications of tho liccnain; systom is 

oallod for by axarninin,; a fow moro indubtricn.     iliis ahould bo -jivon 

priority.    Jut basod on the tho study of this industry it could bo n \id that 

licensing syston neods drastic adjustment. Invoutmont decisions ro^ardinj 

tho establishment of industries producili ; numornour .;oods in varyin. ; 

shapos, siaes and quality dopend on do tai lo'. morkot infori.uti.4i which 

la not oasily available t    tho Government authorities wh~ aro  ovorburdono 1 

With routine responsibilities of day t<   day administration.    It would, 

thorofore, be iogio&l t* liait the function of tho licensing auth i*ities 

to Q©ok information about tho units on suoh pointa as looation, capital, 

employment,  output, typo  jf maohinory oto«    L'ut the function of jud.;±n;; 

thu demand and clooin ; inveìitmont basod   -n that should bo don*- away at 

least for such products»    'Paus tho ohoioo to t. decido what, where and how 

to produce should bo loft to tho  ontropronours who should toko their 

decisions on ooonoi.iic oonsid-ratickic within the ovoral poliojr framework for- 

mulated by tho Government rathor they be lured by hi,^i profits ari sin;; 

out cf r.unopolistio situations and tax benefits. ¿lowover, the Ocvornnent 

uliüuld introduco tho oyutou of compulsory re -^.stration of firme and ceok 

do tailed information about looation, o:.iployi.iont, oapaoity and invistnont. 

Tîiis has been disouaeod fully above, lurthor,  it would be lo-dtiuato  for 

tho lioensinc authorities to apply restrictions with ro;ard to looation 

of units in oortain areas on health, pollution or town planning consido- 

rationa. 

1« Or investment approval authorities as bottor known in Indonesia« 



"¡Ci, To ¿jive praotical shape to tho au    or.tion of limitin,;; tho role of 

licensing syutero,  it would "be rnout ..elpful if to start liitli tho above 

principio ic applied to foreign invoatnont roquirinc invooti.ionta bolow 

fivo uillion IE dollars .    This riould roducc oonoidorable papar work 

of tho departmente involved in lioonsin;j ¿aid allow then moro tino to 

look after important projoota with ¿.roator ocxa.   In Indonesia,  aoveral 

projaots currently under negotiation ore octimatod to oost US S 100 to 

1,000 million oaoh and honoo the  lirait of fivo million Ul'i dolilo iß 

not high and have to bo raised oit or s one time.  The limit nay "bo kept 

at ono million UÜ dollars for domc-jtio invoatnont in view of thoir 

small size. 

77»   riany oountrioB havo adopted tho lioenaint, ry^ten to conserve foreign 

oacohanco "by imposing rostrictionr;  on investment. Though it is a dubious 

areur.iant in favour of licensing,   this  door, not havo validity in 

Indonesia sinoe it hau adopted tie froo foroicn oxohrJv.Q syst era. 

1« For til* manufacturing sootor,   avora(,o investment per foroi,^n 

investment projaot amounted to U:-J $ 4«29 million during tho period 

ending 1975» 
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78, T,ío have soon that the inpoaition of import ban on 0.1. Shoota 

lias provided undue protootion  «o local industry and liar; resulted 

in poor quality and hir.h price of tlio sheets,  '¡e found that in 

Malaysia protection to the industry has been provided through import 

duty wliioh has  onablod the indu.'.:try to develop on ocono.deally sound 

linorj.  The possibility of competition tlrrough imports has kept the 

prices  dowi and enabled "tie industry to ucc modem teohniquos and 

improve the product quality  In Indonesia too,  there is  general 

roluotanco to imposo import bcais  and tho :iinistriou of Industryj 

Trade    and Finance appo x to support tiiiti view but tlio individual 

industries try to prossuriso the Government for such bans on tho 

ground that imports if (  allowod ) may ont or tho oountry in largo 

quantities in an unauthorised vry or dumping m.-./ bo resorted to by 

exporting firma.  Wliilo it ifj necessary to oxru.dne such complaints and 

talco romodial stops in individual casen,   tho polio;'- of imposing bans 

on imports noods to bo rovorscd.  Propor import duties should talee oar o 

of auch situations.  In case o..' G.I.  Shoots industry,  tho import ban 

appoars to have littlo justifie:,tion   ail thoro vdll bo no harm if the 

"ban is  lifted and propor import duties  levied. 

1.  Tremió Ministor explained that duty tariff rogul ^tionr.-  aro 

a bettor moohanism in control liny imports than a total ban 

or quota system. J3u';inos ÎIo;is,   1  August,  1975t  P*5» 
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79» Tho ban on import of i-';om:j ha;:   toon i.-.paa ;d froi.i timo to timo 

by variour: doorocs of the Ministry of 'Prado.  However,  a oomploto 

list of banned items is not cosily available.  iCrom tho information 

vio 03uld gather,  wo find that import of 30 itone h;x¡ boon "banned, 

soma oomplotoly brjinod and others with counditi mn rea-ordin;   sisso 

raid other specifications.  ,Joe Appendix iu   In addition,  tho import of 

a lcj^o number oí   pharmaceutical   >roducts  is banned on the /;round that 

thQBO aro produced in tho country,  actual 1/ most of tho dru(js are 

proootised and paokod in the fin. .1 saleable fora in Indonosio but the so 

arc oithor imported in bulk or in nay oacoa tho main iirradionts 

are imported wliilo very little real m;jiuf oturc takos  place ia the 

oountry.  Neither any basic drills are mrjiuf ¡.cturod nor any importent 

raw materials produced in tho country so far.  This rondos the country 

oomplotoly dopendont on imports.  This i    aii.dl x to the case of 

elootronio producto,   automobile industrry   nd other met^-l based 

industries.   In all thoco cases,   tho retail  orice iu much higher than 

tho import prices  ovon after ¡nohin,, allowance for  local taaco.   In tho 

process tho consuuor is tho real sufferer.  Actually the best acccptod 

principle of onoouragina; industries is to favour thorjo which generato 

Iliadi va.luo~.adc od.   But in moût of tne;;o indujtrioc  the value—added 

is negativo at the intimation ai price,   which moans that tho eoonomy 

hoc ^ainod little by tiiis type of industrialization, Honcc wo rocommend 

that tho prosont polioy should bo roviowod and tlioro should bo a oloar 

announcement that no additional import bans will bo allowed and tho 

Government will roviow ovon tho existing bans. 
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80. Tí» current import dutiee of 15 percent on raw materials havo no 

justification particularly sinoo tho Government considers -this 

industry importan-*. It hos only tho revonuo raising function but it 

pushes up the coot of production.  Honoo it would bo botbor if import 

duty on oold rolled sheet is aboliühod and roplc.cod by a. suitablo 

import duty on tho iaport of 0,1. Sheets and by abolition of the 

import ben. /ji import duty of 40 percont on 0.1.  Shoots,  which is 

already on the statute ( but imperativo duo to import ban ) would 

provide adeguate protection to tho loc¿.l industry. ...Ven this lovol 

would bo hichor than that in Malaysia ( 30 per oont ) and hone« the 

effort should bo to ¡gradually reduce the level to 30 porcunt aft or 

••"..udyink tho inpaot of tide ohange in polioy. 
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VMM«   1 

WODOCTIOt Of »TTAL I^TSTMM I* MOONEM/V  ( «T ) 

\ear 

ltf,9 - 70 

197') - 71 

1971 - 7? 

197? - 71 

1971 - 74 

1974 - 75 

Iron Car» 

»•••»•••«»• 

4,500 

4,500 

lo.ooo 

74,ooi 

75,OO0 

190,000 

115,000 

C.I.  Sheet 

6,659 

1,500 

19, ^T» 

70,0^ 

70,00n 

"tPfil 'Hres Stßpl ?inis 

-*mm~-J*Sï:*m-.  -jz — »*-tmvtm 

11,000 

lo.oon 

10,000 

1,957 

?,9'»? 

6,00* 

"M.OOO 

«9,00* 

94,ono 

iwi«M«»mmi«wMw»i 

«owrc#  ? Oir«ter-On«r*l, "»tal*    mi* M*eMnpry. 
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Table      1 

rwtffTBirr LICENSES APPEOVETI wr.i. SHEET I*LAWTS IN 

Towlgn Inveafrnent  Project» 

1. P.T. Tumbakraas 

2. P.T.  Industry ".«1« Garufa 

1. ''.T.  "unira 

4.  P.T.  Semani Steel Corv. 

•i. ".T.  tfalisco 

nomestic Investment  Project« 

6. P.T.  TwhaVwas  Jaaa 

7. P.T.  Iron National In^ustr» 

".  r.T.  Polyuna 

0,  P.T.   Indokaya 

10. P.T.  ^espatl   îaya 

11. P.T.  Seroaranr 

12. P.T.   Ainien Steel  î.'orks 

13. P.T. Tunbakms Cinto 

14. P.T.  TiimboV.il»s  tahúr 

15. P.T. Tumbaknas "ulia 

lfi.  P.T.  Tumbakmas  Jay« 

17. ".T.  Sarna Steel »JorV.s 

1^.  Fa.    Karunia 

10.  P.T. "itikco M tun« ( %>rth Sulawesi)?,7*0 

'0.  ".T. "alayaia Galvanise* Sh<?et 

21.  P.T. Sastra Steelwork« Jal-arta 1\*on 

7'.  P.T.  Invai mñ  "osna Jakarta 

Canacitv  C 

Jakarta 1',0(V> 

"ed an n,111 

Secaran" 15,100 

Ujun«? ran^nnr       11,000 

'»onttanal; 1 n   HOO 1  '» 

Surabaya 14,W 

"e^an 11,000 

''ad an«» 12,000 

Jakarta 6,000 

JaVarta VS.^OO 

Secaran" pnoi 

Pak an paru 15,000 

Seriaran e fi, DIO 

Laumune 24,000 

Jakarta l'i, OOO 

Jal-art a 6,000 

Jakarta 12,000 

fe''an Pam 6,ooo 

V7,7< 

bouree  : Mrector General, "'étais an^ "achln»»ry. 

W.u. These are tV nrlfHnal fleuri i-*en rh» license* vr>ro frante.''. 

The capacity fi «urea of SORT of the firn« am at variance with 

those  «iven in Tabl^ ?. The latter ft«ur--s  are un to rlate. 
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Tabi ?     /' 

Techntcal  Rattr, •• for fî.ï.   rïh«e«_   C^-Tì) 

V  x ft'     feft  ( CIA •: 1^1 t,m  , 

»Envtmiriist^rifln««». 

Gauge 

15 

14 

11 

1.' 

11 

10 

29 

2? 

25 

24 

21 

22 

21 

"»ft 

! 

: '.'fi íf'c  o v   ;, i ' i • "?   CMu-             __i ".-•irbl   „cv 
<*!o,  ce   eh« 

nm !   Oí :>cv ft" f>* m   p  '   •    T1        .' 

Mmm-.'mmtamsii 
'•"'•"-"• :"' 

*:   ^ —1    _   . — - .. 
••- -- •-• *•- 

9.127 o,r ;"". "..•17   (501) 

^.17" o.r> i'«'j ?.<rt  079) 

0.20'* o.r .^.. 
?.'.'/   •'»'i7) 

o. 2 ?. 9 0,:'. r^ 1.11 ;w»> 

0.25- o.f. 1 ' 1 ' • 1.*4  (275) 

n.vv; 1,7 '/i/: 4.1*  C!?9Ï 

0.110 '..7 ??> 4.M (211) 

O.ISf 1.7 :>i.' S.Ol   (101) 

O.Wi Ô,* ?<"••'« 5.74    17'») 

0.4Ü7 0," Vó'l •).4i   in) 

o..vw 1-0 irr, 7.ift -; io) 

0.559 1.0 10- /Ai c:?7) 

0.615 1.9 -;r,5 1   0',   /" 1.1) 

0.711 i,0 io*; 9.?5¿ (    2) 

o.«m l,r ^05 U.»    (  ^9) 

^.so* 1.0 10 e» 12.2    (  59} 

".   z'n'ict*.   p?»r M/T) 

* •* *:• nm-mmmmi 

••»Mnplwaitr. «%••.>»»—.ja.ijj 
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Table 5 

Technical Patios for C.I. Sheet ( '7SC ) 

V  x  6* ( 914 x 1^29 rm) 

4o 

r<ñ\if* I    ijptoht of zinc coattn* ! "etí»ht per sheet   (k«) 

T.'sr. 

42 

il 

41 

11 

17 

If 

15. 

14 

11 

1? 

11 

n 
?9 

21 

?7 

2ft 

25 

?4 

13 

n 
n 
70 

2 2 !    Og i»«r ft "   ! "raw "er m 

0.1?* 

1.129 

'Ml* 

0.119 

0.149 

0.119 

0.119 

0.179 

0.191 

0.?1* 

0.2H 

0.2H 

0.77^ 

0.11" 

0.157 

0.197 

0.417 

0.476 

0.136 

0.615 

0.714 

0.794 

0.171 

0.951 

! 
(Mo. of sheets per "*T) 

0.6 

0.6 

0.6 

n.f. 

".6 

1.6 

0.6 

o.c 

0.6 

0.6 

0.6 

0.7 

0.7 

0.7 

0.' 

0." 

1.0 

1." 

1.0 

l.o 

l.r 
1.0 

PI 

1^1 

l"3 

1"1 

in 
T«»1 

191 

113 

in 
in 
i°i 

?IA 

214 

21'> 

244 

n& 

105 

105 

115 

115 

11S 

115 

1.93 (5H) 

">.00 (511) 

2.06 (4^5) 

'.11 (469) 

2.7ft (442) 

2.19 (411) 

2. 'il (197) 

!.'(• (176) 

2.91 (3^5) 

3.17 (315) 

1.41 (292) 

1.69 (?7l) 

1.9S (251) 

4.51 (221) 

4.M (191) 

5.57 (ini) 

6.14 (163) 

5.66 (150) 

7.11 (l'I) 

•.»4 (113) 

9. ;ñ (Hl) 
10.9 ( °2) 
12.1 ( ^3) 

13.1 (  77) 
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Tabi* 6 

VM« for Cale Ta*   ne Price» of ÇnH "ollM Sh.yf«i (in coil ) 

TMcVneas     f 

•••••••••••••« 

*4" - y>" 
! "i^th » 
1—W . ¿v' T 

Li 

M 

'.A 

l.i - ?.i 

V 
V 
1.7 

0.« 

0.« 

1.5 

1.4*5 

1.41 

1.15 

1.11 

f\,J* 

O.lf- 

1.?4 

V» 
VI 

1.1.1 

Vil 

1.17 

1.1« 

11 

9 

7 

5 

7 

•> 

11 

11 

1« 

1" 

•»•» 

?5 

?1 

T» 

V, 

41 

44 

4«î 

54 

5« 

«4 

69 

4 

7 

1 

4 

fi, 

11 

14 

17 

TI 

?1 

*** 

VI 

14 

V 

4"* 

S? 

a,i 

11 

n 
14 

?i 

->! 

71 

-»A 

*»«• 

•»* 

?7 

r< 
••1 

1" 

11 

V- 

15 

1« 

17 

n 

--»i 14-11 

•»i 

?\ 

*?? 

21 

•»4 

?5 

2* 

17 

V) 

V» 

11 

11 

14 

15 

15 

17 

n. 1. Above fibres are i» !H.S Thea» represent agitions in HS.$ to bi§e 
»rice "ttieh ia 0. 

?. TíPT*» «ro extra charlea  for special nacVíT». For or-ftnanry pae'etn» 
the charge at tHe maximum i a 1 6/'T. 
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Tutti e    7 

Prie«» of eorruratM «Vrts ( 1 ft vfrf» ) »n./*h*«t 

t       Ex-f*ctonr Prie? ! pet3tl •»rie« 

t 

n W) S*»*) *»t < ina* 1.7*» 5 90S*» 

w w> Sii "»AS l^l" 1*<V> fvyi 

•»« 15?S MS 'M ISAS liso lftrn 

V* 115^ *"H ?fl 1V,1 Î17S UT) 

i* «<v> ^«"> <»4? - •ns - 

u '7S 61 * "»SS 701 

"f.rt. Th*M priée* relut« to July - Oct    f>75 

Source  : *»«t« collected fron warkat. 



51 

(«it« TTSC V   ?.V   x *') 

TVe*f*»r H7! 

nmemrtomr 1*57? 

ÎX»e«f*>i»r 1971 

Januar;/ 1°75 

?»broar* 1*75 

»•»reh       tW 

April        1975 

Jw*# 1*75 

Ally 1175 

Au«tMt 1175 

§«î»t«*er H75 

?07 

4^.?0 

400 

4'WI 

4*fl 

4A1 

4'0,/IíV 

4?n.4n. 

AÎ0.4* 

Source « A flrw In Npitr«, 



TaM«    <* 

Ceat of Infwea rwr "/• of C.r. «**et 
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a. *i«*e I«»ot 

1».  A«*wm1a Chloride 11 

e. I*** Ineot 

4. Alloy Steel 

«. PvAro Chlortñ* Ac i*     11 

f. Sulfuric Actrf 

*.. fllyeerine 

h. ñil 

te W *rie« "r. 

V» fOO 41,in 

in m .   911 

A ir\t\ l,m 

1.5 2,5ft1 AÎ5 

¡1 151 51 

•» 11« 1"!0 

2 m l«r> 

40,415 

• iy 50, nt"» 

W. convertit» rate «»ed «bove Is »t "n.  ^1 to '*«,.«. to t*Ve 

car« of import taxes/other exneisf»s. 

*r*uree: 9ata collecte* fro« firn«. 



Towns 

Tahle  10 

Price of Corvupated Iror Sheets in T'al*»ysts 

( nite V  x *>', 'ISO 35 ) 

53 

Price per sheet* Price per •rT ''rice ner "T 

Kuala Lumpur 3.54 

Malacca 3.5fi 

Johore Ffttiru 3.5Î 

Ho ta Pnhru -..62 

Tpon 2.«* 

Tainifif» 3.57 

Vutr 3,59 

1"1.3 492 

1?M.* 415 

1731.3 4nt) 

T?4n.9 5:4 

12?1.? 495 

I'll.« 4<>7 

1233.5 499 

Scure«  s n«t« collected ¿urtn* fluid trin. 

M.S.    1. Co« tT has 345 sheet«, nee tabi« 5. 

2. Conversion rate : 1 US.S • >'.$ "M* 



.»-*» 

Aprami*'   \. 

LIST OF TTIF'S "HOT   T?TP0"T TS WWÍT1 

w„,     t TVscri^tlon of ^oods 

*--"T~"   :  

I. !   Vet*in  ( mono solium Hutamat" ) 

">.   !   »'osmiito coll   incense 

I. !   Tyre for passenger car* an-* trueti (certain si***) 

4. !   "atcbes 

5, !   flover for hoofc 

ft.   !  I'ritinp and dran»inr boo>- 

7. !   ^ooVs and masaaines In  Indonesian lan<nia«»e 

8. !   Cambrics 

<).   t  «and woven fabric« 

f\   !   Cele  (special saron«) 

11. !   Ssron«» 

12. !   r-atiV.s 

II. !   "-econdhan-i bottle« and  "las*  (certain *i«et) 

14. !   O.T.   sheet 

15. !   Tron shf>et 

If.   !  "ittre** and wat 

17.   !   "ouaetran and other trans 

1".   !   Advertisement  and announcement Heard 

Io.   t  Advertisement  and nan« plate 

?0.   !  Volume meter for solids and lifltiids 

21.   !   T>(|f>erclin« 

I '»'».!   Office seal 

L 21.   !  Dry cell batery (certain sises) 

* 24.   !  Electric    U«t* bulb an* tube lawn (T.L)   (rnectfled voltafes) 

25. !  Cfldlo and television set  (built up) 

26. !  Completely built up commercial cars (exeent Java A «¡«««tra) 

27. !  Comoletely built un motor cycles 

21.   I  Automobile (specified  sises) 

II. !  Offset Printing nutter 

10.   !  All sedans in built up form 
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