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PREFACE

This Industrial Development Review of Indonesia is part of a sales series aimed at strengthening
the “country focus™ of UNIDO activities. Within the framework of the work programme of the
Regional and Country Studies Branch of UNIDO, wk’:h monitors the international
industrialization process. the Reviews provide a survey and analysis of each country’s industrial
development achicvements. The Reviews are intended to provide a service to those within
UNIDO and other international agencies concerned with industrial policy, planning, project
development and implementation, and to be a ready source of information for governments.
investors, industrialists, entrepreneurs, policy-makers, international organizations, aid agencies,
academics, and research institutes.

The Reviews have two separate but interrelated objectives: they are designed to facilitate and
promote the activities of UNIDO, as well as to serve as an informaiive and analytical document
for the international industrial community. The analyses contained in the Reviews are intended
to support the technical assistance programming for industry by providing industry specific analvsis
which may scrve as an input to programming activities and as a basis for informed discussions.
The Reviews are also designed to accommodate the needs of a wide readership in the international
community associaied with industry, finance, trade, business, research and government, laying the
groundwork for undertaking in-depth analyses of specific aspects of industrial development trends,
policies and strategies.

This Review comprises three Chapters. Chapter I presents an overview of the economy of
Indonesia and analyses the economic policy environment. The structure and performance of the
manufacturing scctor are analysed in Chapter 11 with particular reference to growth and structural
change, employment. productivity, ownership, location, environmental impact and trade. Chapter
11 examinces the performance and prospects of key industrial branches. Data on macroeconomic
and industrial trends are presented in Annex A, and a list of major industry associations in
Indonesia is provided in Annex B.

This Review is based on information available as at April 1993.
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EXPLANATORY NOTES

References to dollars ($) are to United States dollars, unless otherwise stated.

Dates divided by a slash (1991/92) indicate a fiscal vear or a crop year. Dates divided by a hyphen
(1991-1992) indicate the full period, including the beginning and the end years.

In Tables:

Totals may not add precisely because of rounding.
Two dots (..) indicate that data are not available or not separately reported.
A dash (-) indicates that data are not applicable.

The following abbreviations are used in this publication:

AMDAL
BAPEDAL
BKPM
BLK

boe

BOO

BPIS

BPPD

BRO
bsd
CcCo
CGI
CNG
CPO
DAP
DGI
DNI
DSP
EC
EOR
FDI
FCDT
GATT
GDP
GNP
GSP
HIV
1GGI
ITTO
JSE
LNG
MFA
MFN

Environmental Impact Assessment (Analisa Mengenai Dampak Lingkungan)
Environmental Impact Control Board (Badan Pengendalian Dampak Lingkungan)
National Investment Coordinating Board (Badan Kordinasi Penanaman Modal)
Labour Training Centres (Balai Latihan Kerja)

barrels of oil equivalent

build-own-operate

Agency for the Promotion of Strategic Industries (Badan Pengembangan Industri
Strategis)

Regional Centres to Enhance Labour Productivity (Balai Peningkatan
Produktivitas Daerah)

Company Regulation Law (Bedrijfs Reglementeerings Ordonnantie)

barrels per stream day

Crude coconut oil

Consultative Group for Indonesia

Compressed natural gas

Crude palm oil

Diammonium phosphate

Indonesian Sugar Council (Dewan Gula Indonesia)

Negative List (Daftar Negatif Investast)

Investment Priority List (Daftar Skala Prioritas)

European Community

Enhanced oil recovery

Forcign direct investment

Foreign Commercial Debt Team

General Agreeement on Tariffs and Trade

Gross domestic product

Gross national product

Generalized System of Preferences

Human immunodeficiency virus

Inter-Governmental Group on Indouesia

International Tropical Timber Organization

Jakarta Stock Exchange

Liquefied natural gas

Multi-Fibre Arrangement

Most Favourcd Nation
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Xiv Explanatory Notes

MTUs
MVA
NES
OECD
OPEC
OPP
PKO
PLN
PTA
PTPM
PU
PVC
Rp
RSS
RUP
SBI
SBPU
scf
SIR
TEUs
TRI
TSP
UCH
UNDP
UNIDO
USSR
VCM
YAKINDQO

Mobile Training Units

Manufacturing value added

Nucleus estate and smallholder

Organization for Economic Co-operation and Development
Organization of Petroleum Exporting Countries

Oriented polypropylene

Palm kernel oil

National Power Company (Pcrusahaan Listrik Negara)
Purified tercphthalic acid

Technical Committee for Foreign Investment (Panitia Teknis Penanaman Modal)
Polvurethane

Polyvinyl Cloride

Rupiahs

Ribbed smoked sheets

Economic Urgency Plan (Rencana Urgensi Perckonomian)
Bank Indonesia Certificates (Scrtifikat Bank Indonesia)
Money Market Securitics (Surat Berharga Pasar Uang)
standard cubic feet

Standard Indonesian Rubber

twenty-foot equivalent units

Sugarcane Intensification Programme (Tebu Rakyat Intensifikasi)
Triple super phosphate

Universal Child Immunizatich

United Nations Development Programme

Uniied Nations Industrial Development Organization
Union of Sovict Sacialist Republics

Vinyl chioride monomer

Indoncsian Rubber Foundation (Yayasan Karct Indonesia)
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BASIC INDICATORS

BASIC INDICATORS I: THE ECONOMY

Population (1992) : 186.4 million¥

Annual growth rate of b

population (1980-1990) : 2.0 per cent”

Labour force (1990) : 58.4 million"

GOP (1992) :  Rp 257,300 billion®

GOP per capita (1992) . $680%¢

Growth of GDP (Percentage) : 1986 1987 1988 1989 1990 1991¥  1992%
5.9 4.9 5.8 1.5 7.4 6.3 .7

Structure of GOP (Percentage) : 1985 1990
Agriculture 21.2 21.8
Mining and quarrying 14.0 14.5
Manufacturing 16.0 19.5
Construction 5.5 5.5
Other 41.3 38.8

Exports (1991) : $29,142 million

Principal exports :  Crude oil and products (6,714), natural gas (4,181),

($ million, 1991) textiles and garments (4,074), wood and products {3,660),
rubber and products (1,025), shrimps (759)

[mports (1991) : $25,869 million

Principal imports : Industrial raw materials (9,983), capital goods (7,677).

($ miilion, 1991) spare parts and accessories (4,217), fuels and lubricants
(2.)96), consumer goods (958)

Current account deficit (1991) : $4.1 billion

International reserves (1991) : $9.3 billion¥

Outstanding external debt (1991} : $73.6 billion

Debt service ratio (1991) : 32.9 per cent

Consumer price change?’ : 1988 1989 1990 1991 1992

(Percentage) 5.5 6.0 9.5 9.5 4.9

Exchange rate® : 1988 1989 1990 1991 1992

(Rupiah equivalents to $1) 1,686 1,770 1,843 1,950 2.030

a Preliminany estimate

h/ Census

c; Fxcluding gold

d/ Official estimates. denved hy summing monthly percentage increases in composite consumer pnce index for

27 main provincial cities
c: Annual average
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Basic Indicators

Xvi

BASIC INDICATORS II: THE MANUFACTURING SECTOR

Manufacturing value added (1990) : $12.900°
MVA per capita (1990) : 3702
Manufacturing employment (1990) 2.7 miltion personsh
Growth of MVA {Percentage) : 1986 1987 1988 1983 1390 1991*
9.3 10.v 12.0 9.1 12.3 10.7
Structure of MVA (Percentage)d' 1980 1990
Food, beverages and tobacco 31.6 25.8
Textiles and ciothing 12.8 13.8
Wood products 7.2 11.8
Chemicals 16.9 14.9
Metals 6.6 12.0
Machinery and transport
equipment 13.3 .5
Other 11.6 1.1
Share of manufactured exports in
total exports (1990) 53.7 per cent
Structure of industrial exports : Textile and clothing (25.1), foed (20.2),
(1990) (Percentage) chemicals (14.9),
basic metals, iron and steel (6.3 per cent),
other (33.5)
Share of manufactured imports in
total imports (1990) 84.6 per cent
Structure of industrial imports : Machinery and equipment (55.6)
(1990) (Percentage) chemicals (24.2)
basic metals and iron (9.4}
textiies and clothing (5.3)
other (5.5)
wholesale price index by 1985 1986 1987 1988 1989 1990 1991
wanufactured goods (1983 = 100) Consumer 116 124 141 152 161 1/G 181
Capital
equipment 115 129 149 158 169 178 192
Intermediate
materials 112 116 147 162 170 179 {98
a Current pnces
b’ Excluding employment 10 establishments empioyving less than § persons.

c’
d/

Prehminary estimate.

Fxcluding oil and natural gas processing
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Basic Indicators X\

BASIC INDICATORS III:

INTER-COUNTRY COMPARISON OF
SELECTED INDICATORS

Republic
Indicator unit Indonesia of Korea Malaysia Philippines Throilang
Population (mid-1990) Million 178.2 42.8 17.9 61.5 55.8
Area Thousand 1,905 99 330 300 513
square km
GNP per capita (1990) $ 570 5,400 2,320 730 1,420
Average annual rate of Percentage 8.4 5.1 1.6 14.9 3.3
inflation (1980-1990)
Private consumption Percentage 54 63 54 75 57
(1990) of GDP
Gress domestic investment Percentage 36 37 34 22 37
{1990) of GOP
Gross domestic savings Percentage 37 37 KX| 16 33
(1990) of GOP
Exports of goods and Percentage 26 32 79 28 38
services (1990) of GOP
Energy consumption Kg of oil 272 1,898 974 215 352
per capita (1990) equivalent
food industry (1989) Percentage 12> 12 18 41 29
of MVA
Textile and clothing Percentage 15" 14 7 8 15
(1989) of MVA
Machinery and transport Percentage 12 30 23 9 13
equipment (1989) of MVA
Chemicals (1989) Percentage 15 9 14 10 7
of MVA
Other industries (1989) Percentage a6h 36 39 32 33
of MVA
Manufactured exports to $ million 5,827 40,773 9,703 5,035 10,515
0£CD countries (1990)
Current account balance $ million -2,369 -2,17? -1,672 -2.695 -7,053
(1990)
Gross international $ million 8,657 14,916 10,659 2,036 14,258
reserves (1989)
External debt (1989) $ million 67,908 34,014 19,502 30,456 25,868
Debt service ratio (1989) Percentage 30.9 10.7 11.7 21.2 17.2

Sources. World Bank. World Development Report 1992 (Washington [.C. 1992)

a/ Data for Indonesia may not correspond 1o those cited cisewhere 10 this report because of different sources

hi National data sources
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SUMMARY

The Indoncesian cconomy has experienced a period of dramatic growth and structural change
during the 1980s and carly 1990s. From being a largely resource-based economy until the mid-
1980s. in which the agricultural sector accounted for the bulk of domestic income and employment
creation and the mining sector (or the greater part of export and budgetary revenues. it now has
a much more diversificd and balanced structure. This has been due to the introduction of wide
ranging policy reforms and extensive deregulation of financial, product and labour markets, which
has in turn cncouraged a sharp increase in private investment and removed many of the policy-
inducea distortions which had previously characterized the economy.

As a result of these developments, the economy recorded impressive growth rates averaging more
than 6 per cent per annum in the post-1985 period. Particularly strong growth, in excess of 10 per
cent per annum, was recorded by the manufacturing sector, with its non-hydrocarbon component
growing at an even more rapid rate of approximately 12 per cent per annum. This has resulted
in a significant increase in the share of manufacturing value added in gross domestic product
(GDP), from some 13 per cent in the carly 1980s to almost 20 per cent by 1990). According to
preliminary official estimates, this share rosc further to approximately 22 per cent in 1991,
exceeding that of agriculture for the first ume in Indonesia’s history and making manufacturing
the most important sector in the Indonesian economy in terms of output.

Thesc processes of economic growth and structural change are detailed in Chapter I, which also
reviews the policy environment within which they took place. In particular, this chapter shows that
the Government of Indonesia has been concerned to strike a judicious balance between
macrocconomic growth and stability, exercising a high degree of fiscal and monetary restraint to
ensure the achicvement of cconomically sustainable non-inflationary growth. While the domestic
resources mobilized to finance this growth have had to be supplemented by substantial inflows of
forcign funds, in the form both of investments and borrowing, great care has also been taken to
maintain the cconomy’s external equilibrium.

Following this introductory survey of the macrocconomic context and policy environment in
Chapter 1. a2 more focuscd analysis of the dynamics of the manufacturing sector is presented in
Chapter 11, This discusses the functioning of Indoncesia™s manufacturing industry in terms of the
key issucs involved in growth and structural change, emplovment, productivity, ownership, location,
environmental impact. trade, and technical cooperation. In broad terms, this Chapter highlights
the ways in which dramatic growth and diversification has heen achieved within the manufacturing
sector in recent years, ideatifing new trends and discussing changes that are still under way.

In terms of structure and production patterns, the manufacturing sector is shown to be highly
varied in scope and scale. It compriscs a wide varicty of activitics ranging from the production
of handicrafts and basic houschold goods in tiny cottage enterprises to the manufacture of highly
sophisticated capital and intcrmediate goods in vast industrial complexes. Regular monitoring of
these industrics since the mid-1960s by the Central Burcau of Statistics of the Government of
Indoncsia reveals that, while cottage and small-scale firms account for the mzjority of industrial
enterprises in numcrical terms and in terms of the overall number of workers employed, the
mcdium- and large-scalc firms account for morce than 80 per cent of value of gross ontput and
manufacturing value added (MVA).

At a morc disaggregated level, these data show that the share of food processing (including
beverages and tobacco) in non-oil/gas MVA contracted sharply bo tween 1963, when it amounted
to 53 per cent, and 1986, when the last industrial census revealed a share of about 30 per cent.
By contrast. the share of heavy processing (cxcluding oil and natural gas) and heavy engincering
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industrics increased from 9.4 per cent to 245 per cent and from 5.8 per cent to 133 per cent
respectively during the two decades in question. The ancreasing sophistication of  the
manufacturing scctor implicd by these figures has, if anvthine, accelerated 1 more recent years.
and the next industrial census scheduled for 1993 is bound to reveal an cven more dramatic shift
in the relative importance of hght and heavy industries in Indonesta’s marufacturing sector.

The growth in manufacturing output has been accompanied by a corresponding rise in industrial
emplovment, with the national population censuses indicating an increase n the proportion of the
active labour force employed in manufacturing activities from 6.5 per cent in 1961 to 116 per cent
in 199, The industrial censuses, meanwhile, show that within the non-oil/gas manufacturing
sector the proportion of the labour force emploved in light industries fell from 87 per cent to 77
per cent between the mid-1960s and the mid-1980s, while the share of manufacturing employment
in the heavy processing industrics almost doubled from 7.4 per cent to 140 per cent and that in
the heavy enginecering industries rose from 3.6 per ceat 1o 940 per cent. As in the case of MVA,
the share of manutacturing emplovment also declined particularly sharply in the food, beverage
and tobacco processing industries, from H.1 per cent in 1963 to 34.3 per cent in 1986,

A further analysis of the productivity and performance of the industrial sector conducted in
Chapter I reveals that although the share of value added in the gross output of the manufacturing
sector as a wholc remained relatively steady in the 1980s at about 30 per cent. this average figore
conceals significant inter-branch variations.  In particular, the MVA ‘output ratios in the food
processing, leather products and plastics industries are shown to be substantially lower than the
overall average, while those of the footwear, furniture. pottery and china, and non-metalhc
mincrals industries tend to be substantially higher. Inter-branch variations in labour productivity,
measured as MVA per emplovee, are even more dramatic, ranging from approximately onc-fifth
of the average for all non-uil/gas manufacturing activities to 9-10 time:. that average. By contrast,
the share of gross profits in MVA, which increased from 73 per cent in 1983 to almost 80 per cent
in 1989, is broadly similar in all forms of manufacturing activity, ranging from 70 per cent to ™)
per cent in 1989,

The ownership structure of Indoncsian manufacturing industry is highly complex. comprising State-
owned enterprises, firms belonging to private Indonesian entreprencurs, companies wholly owned
by forcign investors, and joint ventures between any two or all of these individual categories of
owners. Although the domestic private sector has traditionally accounted for the lion's share of
all non-oil/gas manufscturing caterpriscs, and a significant proportion of the employment and
MV'A that they have generated, the government also plays a significant role in the manufacturing
sector, with firms owned wholly or partially by the government accounting for 25.5 per cent of total
MVA at the time of the 1986 industrial census.  Foreign ownership mostly takes the form of
limited joint venture partnerships with Indoncsian firms,

As an cssentially resource-based economy, Indonesia has long been dependent on imports 1o
satisfv its demand for manufaciures.  This dependence has been reduced as a result of the
industrial development achieved since the mid- 1960s, but manufactures stifl continued to account
for almost 85 per cent of total imports in 199, Increasingly, however, these imports have begun
to consist of capital and intermediate goods as the growth of tndoncsia’s own downstream
processing industrics has increased the need for these inputs and decrcased the need for imports
of consumer goods. Mcanwhile, the share of manufactured goods in Indoncesia’s total exports rose
only slowly between the mid-19%)s and mid-1980s as a result of the essentially import-substituting
industrialization strategy adopted at th. . time, but has riscn dramatically since then as the result
of a conscious shift to a more export-oriented industrialization policy. From 20X per cent in 1985,
the share of manufactures in total exports rosc to 53.7 per cent in 1990,
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The analysis of the manufacturing sector at an aggregated level in Chapter 11 is followed by more
specific analyses of its various branches and industries in Chapter 1. For ease of reference. cach
of these analyses follows a standardized pattern, assessing first the resource base, then the receat
development trends, and finally the constraints and prospects of each branch. All of the major
manufacturing branches, and many individual industries, are covered in detail in this chapter.
which forms the core of the present Review.

In view of Indonesia’s strong agricultural base. which includes its ability to produce a wide range
of annual and perennial crops. its considerable scope for animal husbandry, and its extensive
manne and freshwater fisheries resources. agricultural processing industries naturally play a
significant role in the manufacturing sector. Their development has also been consciously
promoted in recent vears as part of more general attempt to add domestic value to Indonesia’s
exports of primary commoditics.  Substantial increases in production, much of it intended for
export. have consequently been achieved across a wide spectrum of agro-processing activitics,
including cercal milling, fruit and vegetable conserving, vegetable il refining, rubber processing,
agaretie manufacturing, slaughtering and dairying. ard fish canning. Wirh siill vast untapped
agricultural resources, the future growth of the Indonesian agro-processing industries faces few
supply constraints, although shifts in international demand patterns and competition from other
producers may render such growth unviable in certain cases.

The textile industry, based mainly on the production of fabrics made entirely or partially of cotton,
has grown rapidly in recent years. It has now acquired a highly integrated structure, comprising
spinning. weaving, dyeing, finishing, knitting and sewing. and is aimed mainly at export markets.
The prospects for the industry appear generally bright in view of the high levels of investment in
modern machinery and cquipment that have taken place in the late 1980s and carly 1990s,
supported by an increasing relocation of manufacturing capacity from the newly industrializing
countrics. This broadly favourable outlook is clouded, however, by the restrictions on Indonesia’s
exports imposed by a number of leading importers under the Multi-Fibre Arrangement, and by
the possibility of a gradual crosion of the industry’s low labour costs, which constitute the main
source of its international competitiveness.

Indonesia’s footwear industry has recorded a remarkable growth performance since the mid-1980s.
Like the textile industry, it has also benefited from the relocation of production facilitics from East
Asia. Similarly its futurc growth is to a considerable extent dependent on whether an adequate
bhalance can be found between the need to maintain a competitive cost structure and the demands
of the industry’'s workers for adequate remunceration.

Indonesia’s vast forestry resources have spawned the growth of a large and diversificd wood
processing industry, covering such activitics as sawmilling and the manufacture of plywood, wood
and ratan furniture, building materials, houschold goods of various kinds, handicrafts, chopsticks
and safety matches.  Many of these products are produced for export, and shipments have
increased significantly since the mid-1980s despite some vear-to-vear fluctuations. The future
growth of wood processing is threatened by increasing environmentalist and conscrvationist
pressurcs, both inside and outside indoncsia, which has resulied in Indoncsia accepting a decision
by the International Tropical Timber Organization (ITTO) to phasce out the trade in timber and
wood products from natural forests by 2000, To overcome this restraint, the government is
promoting the planting of industrial forests and timber estates.

Since the mid 1980s Indonesia has also emerged as a leading producer of pulp and paper, with the
output of hoth having incrcased approximately threcfold between 1985 and 1991, This industry
is also based on Indoncsia’s extensive forestry resourees, although the exploitation of natural
forests for the manufacture of pulp and paper is gradually being phased out as vast industrial
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timber estates producing more suitable fast-growing species of trees are being developed. As with
the wood products industrics, the main constraints inhibiting the further growth of the industry are
environmental. Considerable public concern has thus been aroused in recent vears over the
potential ecological damage caused by the planting of monocultural timber estates. and over the
air and water pollution caused by the pulp and paper production plants.

Hydrocarbon processing industries play a considerable role in Indonesia’s manufacturing scctor.
and comprise cight oil refineries with installed capacities ranging from two million barrels per day
to 300 million barrels per day. two large natural gas liquefaction complexes with a combined
capacity of 23 million tonnes per vear of liqucfied natural gas (LNG). two extraction plants for
liquefied petroleum gas (LPG) with a total capacity of 2.25 million tonnes per annum, and a large
and rapidly growing number of petrochemical plants producing a wide range of upstream and
downstream products. The growth of these industries has been a major objective of government
policy since the mid-1970s, but the implementation of the many ambitious plans drawn up n
pursuit of this objective has frequently had be postpened because of the heavy investment costs
involved. The increasing efforts to attract private investments into the industry since the mid-1930s
have helped to ease some of thesc financial constraints.

Indonesia has an extensive agrochemicals industry producing both fertilizers and pesticides. The
fertilizer industry consists of six major plants with a combined production capacity of § million
tonncs of urea and 1.8 million tonnes of triple superphosphate (TSP). diammonium phosphate
(DAP) and ammonium sulphate. The bulk of Indonesia’s output of chemical fertilizer has
traditionally been utilized by the domestic agricultural scctor, although the devclopment of a
plvwood adhesive industry during the 1980s has provided an additional market for locally produced
urca. The pesticide industry, meanwhile, comprises two components involved with production of
active ingredients and the formulation of end-use products respectively. Thesce industries expanded
rapidly in the carly 1980s, but have contracted since 1986 following the introduction of an
intcgrated pest managzment scheme relving morc on navural predation than on chemical
pesticides.

The huilding materials industry is dominated by the manufacture of cement. which is produced by
nine companics with a total number of 27 production units and an overall capacity of 20.4 million
tonncs. In addition, Indonesia is rapidly developing a ccramics industry prr.ducing a varicty of tiles
and sanitary fittings, as well as a glass industry producing both shee! glass and other glasswarc.
The output of all of these building matcrials industrics has surged since the mid-1980s in line with
the acceleration of Indonesia’s industrial and cconomic growth during this period. which has
stimulated a strong expansion of the construction industry. With demand likcly to remain strong
in the short to medium term and abundant supplics of raw matcrials being available within
Indonesia, the continuing growth of the building matenials industry seems assured for the
foresceable future.

An integrated State-owned steelworks, PT Krakatau Stecl, forms the basis of Indoncsia’s iron and
stecl industry.  Established in 1983 at Cilegon in West Java, the capacity of this plant has been
cxpanded on several occasions since then, and it now produces a varicty of upstrcam and
downstrcam products including sponge iron, stecl slabs, steel billets, steel ingots and hot rolled
coil. In addition, the industry consists of a large number of smaller privatcly owned firms
producing stcel hillets and ingots as well as a varicty of flat and long downstream products such
as steel sheet, zalvanized iron sheet, pipes, beams, profiles, wirc and nails. A cold rolling mill was
cstablished in the mid-1980s as a joint venturc between PT Krakatau Stecl and several local and
forcign investors, but has so far proved unablc to operate profitably. With demand for iron and
stec! products cxpected to incrcasc sharply in the coming ycars as Indoncsia’s cconomic
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development proceeds. the government is assessing the feasibility of establishing a second
integrated steel plant.

Apart from the iron and steel industry, Indonesia has, and is continuing to develop. a diversified
indu-try based on the processing of its large and varied resources of non-ferrous metals. of which
tin. aluminium. copper and nickel are the most significant.  The tin-based industnies include a
smelter at Mentok on the island of Bangka. a unplate manufacturing enterprise ncar the PT
Krakatau Steel complex at Cilegon. and a number of industries producing solder, pewter ware and
babbitts. The aluminium industry consis's of a large smelter on the Asahan river in North
Sumatra with a capacity of 225000 tonncs of aluminium ingot per vear and a broad-bascd
downstream aluminium products industry producing an extensive range of intermediate and end-
use products, including extruded goods, sheet, foil, wire rods, castings and slugs. Indonesia’s
output of zopper continues to be exported in unprocessed form. but negotiations with forcign
investors on the proposed establishment of a smelter are under way. The nickel processing
industry, meanwhile, produces both ferro-nickel and nickel matte. the bulk of which 1s exported.

Indonesia’s machinery industry is still comparativelv small and unsophisticated. and for the most
part produces only reiatively simple equipment. The most important products of this industry arc
machine tools, diesel engines and generators, agricultural machinery and processing equipment,
construction machinery and textile machinery. The future growth of the industry will be hampered
by the relatively weak. and progressively weakening, demand for the simple conventional machines
it is able to produce, and the high investment cost of establishing a manufacturing capacity for the
morc advanced machinery that is increasingly being demanded both inside and oatside Indonesia.

Considerable government support has been given to the establishment and further development
of a domestic transport cquipment industry, with special emphasis being given to the automotive,
shipbuilding and acronautical cngincering industries. Having been cestablished as heavily protecied
import-substituting industrics. they remain highly incefficient and uncompetitive by international
standards.  All available indicators suggest. however, that they will continue to receive the
continuing patronage of the government. which regards their development as a strategic
imperative.

An industry with considerably brighter prospects is the clectronics and electrical appliances
industry, which is still in its infancy but has begun to expand rapidly since the mid-1980s. It
produces a wide and growing range of products. including houschold appliances, audio and video
cquipment, camcras and teiccommunications equipment. Following the introduction of a number
of deregulatory reforms in recent years and a shift in its orientation from import substitution
towards cxport markets it is expected to continue to attract substantial acw invesiments from
companics in north-cast Asia secking to relocate their production (o low-cost sites.

Indoacsia has a long-standing technical cooperation relationship with the specialized agencies of
the United Nations. Reflecting the structure of its overall development programme, however, the
government has focused its technical cooperation prioritics on infrastructural, agricultural, human
resources and regional duvelopment. Although the development of manufacturing industry is
therelore expected to be funded and exceuted primarily by the private sector, UNIDO has plaved
an active role in providing technical assistance in a varicty of ficlds. The individual programmes
and projects exceuted by UNIDO are aimed at helping the government achieve its principal
development objectives and have been determined in close collaboration with the goverament.
They include projects 1o assist the implementation of industrial wtandards in small- and medium-
scale industrics, to introduce preventive maintenance systems in manuflacturing industrics, and to
rchabilitate industrics under the control of local authoritics.
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I. THE MACROECONOMIC AND INDUSTRIAL
POLICY ENVIRONMENT

A. RECENT ECONOMIC TRENDS

Developments to 1990 - external shocks and structural adjustment

The Indonesian economy has experienced a period of dramatic economic growth and structural
change since the mid-1980s. Until then it was dominated by the extractive sectors. with agriculture
accounting for the bulk of gross domestic product (GDP) and employment, while mining and
energy (predominantly crude oil and natural gas) accounted for the bulk of export carnings and
the government’s domestic budgetary revenues.!” The manufacturing sector played a relatively
modest role in the economy during this perind. and consisted primarily of large State-owned
enterprises producing heavy industrial goods on the one hand, and small-scale and cottage

industries producing handicrafts and traditional consumer gooas on the other.

This structure was supported by a policy framework based on a high degree of government control
over the cconomy. With the exception of subsistence agriculture, atmost all sectors of the
cconomy were dominated by State-owned companies, and a large number of goods and services
were subject to administered prices. Industrial development was oriented mainly towards import
substitution, with many industrics heavily protected and subsidized. and private investment subject
to rigid direction and control.

The resource constraints triggered by the accelerating decline in international energy prices in the
first half of the 19805, and the eventual ol price collapse of carly 1986, prompted an extensive re-
evaluation by the Government of Indonesia of its economic policies. This resulted in a progressive
deregulation of the economy aimed at encouraging increcased private investment, mobilizing
domestic capital resources and promoting the growth of non-hydrocarbon exports. A succession
of economic reforms was introduced from 1983, which iacluded a comprehensive overhaul of the
tax system, liberalization of the regulations governing investment and the operation of financial
institutions, and a number of measures to increase the international competitiveness of Indonesia’s
agricultural and manufactured exports.

The results of these policies have been spectacular. After expanding by 2.5 per cent in real terms
in 1985, GDP incrcascd on average by about 5.5 per cent in 1986-1988 and 7.5 per cent in 1989-
199%0). The value of non-hydrocarbon cxports rose from $5.87 million to $14.6 million during the
same period, while their share of total exports rosc from 31.6 per cent to 56.9 per cent. Private
investment also increased substantially, with the value of approved forcign investment projects
outside the nil/gas and financial sectors rising from $859 million in 1985 10 $8.75 billion in 1990,
and the valuc of approved domestic investment projects rising from Rp 3,750 bitlion to Rp 59,878
billion. Mcanwhilc, the number of ncw production sharing contracts signed with foreign oil
companics rose from 4 (o 14, and the number of commercial banks increased from 81 1o 139,
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Particularly strong growth was recorded in the manufacturing sector. Between 1985 and 19900 this
sector exparded at an annual average rate of approximately 10.7 per cent in real terms, well in
excess of the rate of overall GDP growth. Its share in total GDP consequently increased from
158 per <ent to 19.3 per cent in constant 1983 market prices and from 16.0 per cent to 19.5 per
cent in current market prices. Much of this growth was generated by the non-hydrocarbon
component of manufacturing activity. morcover, which increased at an annual average rate of
almost 12 per cent.

Though impressive, these developments were not entirely beneficial. The high levels of capital
investment have prompted a significant increase in imports of capital and intermediate goods with
the annual value of the former rising steadily from $8.2 billion in 1985 to $14.9 billion and the
annual value of the latter rising from $1.7 billion to $6.1 billion during the same period. The
deficit on current account consequently remained relatively large despite the substantial increase
in cxport carnings, especially since the growth in foreign trade also caused a substantial increase
in Indonesia’s demand for imports of trade-related services.

Heavy domestic and overseas borrowing to help finance the increased levels of investment has also
placed considerable strains on the Indonesian economy’s internal and external stability.
Outstanding bank credits in Indonesian rupiahs and foreign exchange increased from Rp 22,157
billion in 1983 to Rp 97.696 billion in 1990, and Indonesia’s total external debt increased from
$36.7 billion to $67.9 billion during the same period, with private debt (including short term debt)
rising particularly sharply from $9.9 billion o $22.4 billion. At the same time, the vast inflow of
capital gencrated by the liberalization of cconomic policies strained the absorptive capacity of the
Indonesian cconomy, and resulted in the persistence of relatively high rates of inflation averaging
almost 8 per cent per annum during 1985-1990 and rising to a seven year high of 9.5 per cent in
1990.

Developments since 1990 - monetary restraint for sustainable non-inflationary growth

Faced with these signs of economic overheating. the Government of Indonesia took a varicty of
measures in 1990-1991 to restrain the growth of cconomic activity to more sustainable levels
After pursuing a relatively relaxed monctary policy between mid- 1989 and mid- 1940, during which
time domestic liquidity increased from Rp 47.600 hillion to Rp 78,477 hillion, the government
began to adopt a much firmer moncetary stance from June 1990 onwards.  This new approach
culminated on 27 February 1991 in an officially inspired withdrawal by 12 large State-owned
corporations of some Rp 7,000 billion to Rp 8000 billion from their bank deposits, and the
conversion of these funds into Treasury bills known as Bank Indonesia Certificates (Sertifikat Bank
Indonesia, SBI). With the total volume of moncy in circulation and in demand deposits amounting
to some Rp 24.000 billion at the time, this measure caused a severe contraction of liquidity, which
was only partially offsct by the subsequent purchase of promissors notes by the central bank, Bank
Indoncsia, from commercial banks and other financial institutions.

This tight monctary policy triggered a sharp rise in domestic interest rates, with 12-month deposit
rates in the commercial banks peaking at 27-30 per cent per annum, and prime lending rates at
about 35 per cent per annum, in the first half of 1991. For a time, however, the effectiveness of
this policy was diluted by the ability of Indonesian corporate borrowers to obtain loans from
offshore lenders on relatively favourable terms. But as private foreign debt soared with official
estimates suggesting an increase of $6 billion (o $7 billion in commercial medium- and long-term
debt during the 1990/91 fiscal vear alone, the governament took action on this front as well. On
4 Scptember 1991 the goverament issued a decree requiring all offshore commercial loans
contracted by Statc-owned enterprises, or consortia or joint ventures involving Statc-owned
enterprises, to be vetted by a newly established inter-ministerial Foreign Commercial Debt Team
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(FCDT). This was followed in November 171 by the imposition of several restrictions on foreign
borrowing by private banks and corporations.

With these measures in place, the Indonesian monetary authorities were in a far stronger position
to regulate monetary expansion than at any time in the past. While maintaining an essentially
conservative monetary stance, however, the Government of Indonesia began to encourage a
measured reduction of interest rates from the beginning of 1992 onwards in order to prevent a
scrious economic recession. Several reductions in Bank Indonesia’s discount rate were announced
in the first few months of the year, and governmen: spokesmen also began to exercise a degree
of moral suasion over the banking sector in this regard. This has resulted in a modest decline in
commercial interest rates, with the 12 month deposit ratc ranging between 16 per cent and 20 per
cent at the end of 1992

The effects of the tight monetary policy on the growth of hquidity have been dramatic. Money
supply data for 1992 released by Bank Indonesia show that M1, defined to tnclude currency in
circulation plus demand deposits, increased by 9.3 per cent in 1992 after having grown by 10.6 per
cent in 1991, 18.4 per cent in 1990 and 39.8 per cent in 1989. At the same time, the growth of M2,
comprising M1 and quasi money, was held at 20.2 per cent in 1992 after having been reduced to
170 per cent in 1991 from 44.2 per cent in 1990 and 398 per cent in 1989. The impact on
inflation, though lagged, was also dramatic. The officially estimated rate of inflation thus fell to
4.9 per cent in 1992 after having remained steady at 9.5 per cent per yvear in 1990 and 1991.

There has been a distinet deceleration of economic activity, however, and preliminary national
accounts estimates suggest that the rate of GDP growth slowed to approximately 6.6 per cent in
1991 and about 6 per cent in 1992, The slowdown in investment growth has been particularly
noticeable. Data compiled by the National Investment Coordinating Board (Badan Kordinasi
Penanaman Modal, BKPM), which is responsible for licensing all major investments outside the
hydrocarbon industry and the financial sector, show that the value of approved forcign investment
projects rose marginally from its 1990 level of $8.7 billion to $8.8 billion in 1991, while the value
of approved domestic investments fell sharply from Rp 55,300 billion to Rp 41,100 billion during
the same period. Additional data released at the end of 1992 indicate that this slowdown persisted
into that year, with the value of approved domestic investment dropping to Rp 29,350 billion, and
the valuc of approved foreign investment rising only modestly 1o $10.3 billion.

Within the context of the overall slowdown in cconomic growth recorded in 1991 and 1992, the
manufacturing sector continued to perform relatively well. Preliminary estimates provided by the
Government of Indonesia indicate that manufacturing value added grew by approximately 11 per
cent in real terms in 1991, only slightly below the 12.2 per cent recorded in 1990. As a result the
manufacturing’s sharc in GDP incrcased from 19.5 per ceat in 1990 to 22.2 per cent in 1991, By
contrast, agricultural output expandcd by only 1 per cent in 1991, as against 2.5 per cent in 1990,
resulting in a decline in the share of agricultural production from 21.5 per cent to 20.3 per cent
during the same period. If these figures are confirmed, they would mark a significant shift in the
structure of the Indonesian economy, with the contribution of the manufacturing sector to GDP
exceeding that of agriculture for the first time.

Indonesia’s export performance remained imprzssive in 1991, with customs-based data showing
an increasce in total value of export carnings to more than $29.1 billion from approximately $25.7
billion in 1990, and in the value of non-hydrocarbon expors from $14.6 billion to about $18.2
hillion. Manufactured exports (includirg processed and semi-processed raw materials) performed
particularly well, with their value increasing from $11.9 billion to $15.1 billion between 1990 and
1991, In view of the high import iatensity of these exports and the still relatively high levels of
investment, however, imports also rose sharply during this period. Total imports increased from
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Fig. LA. Growtn of gross domestic
product (GDP) and manufacturing value
added (MVA), 1986-1991
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Fig. I.C. Exports, imports and trade
balance, 1981-1991
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Fig. LE. External debt and debt
service, 1985-19390
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$20.3 hitlion in 1990 (o $259 billion in 1991, and imports of capital and intermediate goods
increased from $6.1 billion to $7.7 billion. and from $14.9 hillion to $17.2 billion. respectively. The
trends observed m 1991 were maintained in 1992, with exports rising to $34.0 billion and imports
to $27.3 hillion.

The surge in import expenditures i 191 caused Indonesia’s trade surplus to fall to $4.7 billion
from $5.3 billion in the previous vear despite the nse i export carnings. With the combined net
outflow on the services and income accounts also continuing to rise, from S8.8 billion to $9.3
billion, the deficit on the current account widened from $3.2 billion 1o $4.5 billion between 1990
and I'M1. Although this deficit was more than offset by large inflows on capital account, s that
Indonesia was able to post an mercase of $1.8 billion 1n its external reserves (exciuding gold) in
1M1, the bulk of these capital inflows consisted of foreign loans. The country's external debt is
consequently estimated to have risen by approxamatcly $10 billion to some $78 billion in 1991, with
private habilitics accounting for much of this increase.

Thus. the Goverament of Indonesia still faces the challenge of finding an appropriate balance
between the objectives of growth and stability in formulating macrocconomic policy. The need
i for a judicious mix of monctary and fiscal restraint on the one hand. and the ongoing promotion
of private investment on the other.  Experience suggests that balance will be achieved and the
countny’s economy returned (o a path of sustainable development.

B. ECONOMIC STRUCTURE

The physical environment

Indonesia is an archipelagic country straddling the equator and stretching for more than 5,100
kilometres between continental Asia and Australia. 1t consists of 13,607 islands and islets of
varying size, of which fewer than 100 are inhabited and more than half arc still unnamed. These
wslands have a combined land arca of more than 1.9 million square kilometres. and are surrounded
and scparated by approximately 6 million square kilometres of territorial waters. The principal
islands 1n terms of size and cconomic importance are Sumatra, Java, Bali, Kalimantan (which
Indoncsia shares with East Malaysia and Brunci), Sulawesi and Irian Java (the western half of the
island of New Guincea).

A aresuit of 1ts size. location and geographical structure, the country has been cndowed wath a
wide range of natural resources. It has the capacity to producc a variety of agricultural products,
and has substantial forestry and fisheries resources. It also has significant resenves of a large
number of mincrals, the range and extent of which have not vet been fully guantificd. let alone
developed. The availability of these natural resources makes Indoncsia, which at present has a per
capita income of some 3600, a potentially very prosperous country, and much emphasis has been
given during the past two and a half decades 10 the development of these resources as a basis for
the broader cconomic and social development of the country.

The demographic base

Indoncsia is the fourth maost populous country in the world, with the census of 1990 indicating a
total population of 179.3 million. The geographical distribution of the population is very uneven,
however, and the 1990 data show that 61.5 per cent of Indoncsia’s inhabitants live in the two
islands of Java and Bali, which together account for only slightly more than 7 per cent of the
country’s total land arcas. This imbalance reflects the considerable differences in agricultural
fertility between these islands, where rich voleanic soils have permitied the emergence of highly
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intensive forms of sedentary cultivation, and most of the country's other islands, which are often
onlv able to support low-vielding forms of agriculture, such as slash-and-burn methods of shifting
cultivation. and therefore have a far more limited carrving capacity.

The Indoncsian population is predominantly rural. with the latest census data showing that almost
7 per cent of the total population lived in rural areas in 199, At the same time. however, the
process of urbanization has been very rapid. as both “push™ and “pull” factors have contributed to
high rates of rural-urban migration. Comparative data from the 1930 census indicate that the
proportion of the rural population amounted to almost 78 per cent in that vear. and that duninge
the 1980-1990 perted the urban population grew by 336 per cent per annum while the rural
population increased by only 0.7 per cent per vear.

The age distribution of the Indonesian population ts heavilv biased towards the vounger age
groups. Almost 37 per cent of the population were found to be below the age of 15 by the 1990
census; this has obvious implications for the rate of population growth, which amounted o
approximately 2 per cent per annum dunng the 19805,

A very cffective family planning programme 15 in place. however. and has resulted m a steady
decline in the population growth rate, from 2.4 per cent per year between the 1971 and 1950
censuses to 1.8 per cent per vear in the latter half of the 1980s. The slowdown in population
growth has heen particularly impressive 1 the more deasely populated slands of Java and Bali.
where the annual rate of population growth declined from 2.0 per cent to 1.5 per cent and from
1.7 per cent to LO per cent, respectively. between the 1971-1980 and the 1950-199%) intercensal
periods. An officially supported programme of population resettiement known as transmigration
has played a supplementary part in the achicvement of this reduction in population growth in Java
and Bali. with some 553,700 familics having been rescttled between the 1956 'S7 and 199%) 91 fiscal
vears alone.

Agriculture, forestry and fishing

Agriculture, defined to include animal husbandry, forestry and fishing, has traditionally heen the
most important scctor of the Indonesian cconomy in terms of production and emplovment.
Although its sharc of GDP has dechined gradually over time. it continues to play an important role.
The latest available official estimates show that it accounted for 21.5 per cent of GDP (at current
market prices) in 1990, making ii the single most important contributor apart from the somewhat
samorphous and all-inclusive services sector. While carly indications suggest that agriculiure lost
this primacy to thc manufacturing sector in 1991, it remains a very important source of national
output.

Morcover, with the bulk of Indoncsia’s population concentrated in rural arcas, agriculture also
plays a prc-cminent role in cmployment crcation. Although the share of the labour force engaged
principally in agricultural activitics has fallen steadily in recent decades, from 64,2 per cent at the
time of the 1971 census, i still remains very high and was measured at 50.1 per cent in 1990, in
view of the substantial increasc in the total labour force from 41.3 million in 1971 to 70.8 million
in 1990, this dccline in the relative sharc of the labour force cmploved in agriculture also masks
a substantial incrcasc in the absolutc numbers cngaged in the scctor, which rosc from 26.5 million
to 35.5 million during these two decades.

Mining and energy

Indoncsia is extremcly well cndowed with a wide range of mincrals, and mining has traditionally
madc a significant contzibution to the country's cconomy. Since Indoncsian law stipulates that
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ownership of the country™s mineral resources is vested m the Indoncsian people as a whole, and
that the exploitation of these resources must be administered on their behalf by the State, the
mining sector 15 dominated by 2 number of large State-owned enterprises. In order to overcome
the financial, technical. and manpower constraints facing these State-owned enterprises, private
mvestment. both domestic and forcign, has been permitted in the exploration and exploitation of
most mincrals. Private investors eagaged in these activitics must laise closcly watk the offical
eaterprise. however. and often operate under production sharing contracts with these enterprises.

Hydrocarbons, primarily crude oil and natural gas. account for the bulk of mining output. with
their share amounting to 853-4 per cent during the 19805, These two products have also been
important sources of export carnings and domestic budgetary revenucs, providing some 70 per cent
of both between the mid-197s and mid-19%0s. Although the government’s efforts to diversify the
cconomy since the oil price collapse of 19% have resulted in 2 significant reduction in this share
during the past five vears, it remains disproportionatels large. Oil/gas exports thus accounted for
about 31 per cont of total export carnmgs in 1992, and the government’s budget for the 190293
fiscal vear calls for vil/gas revenues to provide approximately 30 per cent of total domestic
Fevenues.

In addition to il and natural gas. Indonesia has substantial reserves of coal. These are estimated
at almost 32 hillion tonacs, of which some 4.2 hillion tonnes are proven and the remander are
mferred or hypothetical. A major effort to diversify Indonesia’s energy consumpiion patierns
towards coal launched in the mid-1980s resulted in 2 production surge from 1.5 million tonnes in
1955 to 13.7 million tonnes in 1991, and tn the associated construciion or conversion of & number
of coal fired industrial and power plants. Furthermore, Indonesia abso has a considerable potential
for the development of hydroclectric and geothermal power, which is only beginning to be tapped
According to the latest available estimates, the country’s hvdropower resources could potentially
renerate about 75,600 MW of clectricnty, while the geothermal reseurces could produce an
additional 16,000 MW. At present Indoncsia can generate only about 300 MW of hvdroclectri
power and 142 MW of geothermal power.

Whik: Indoncsia has s large and diversified potential electricity generating capacity., actual capacin
remains low, and i 1991 wae ostimated at only about 16,300 MW, Of this total, approximatch
NS0 MW was penerated by the Mate-owned power company Perusahaan Listrik Negara (PLNG,
which i~ granted sole distribution rights for clectricny throughout Indonesia. The remainder was
produced by g number of other generators. The power generated by these enterprises is intended
principally for their own use, though some sell their surplus to PEN for more general disiribution

The rapid growth of cconomic activity during the late 1980s and carly 19905 has resulted in i sharp
rise in demand for powcer. which has only partially been met and has forced the supply of
clectricity 1o some end users 1o be rationed from time 1o time. The problems arising from this
imhalance i the growth of demand and supply have been exacerbated by weaknesses in the
transmission and distribution swstems, resulting in frequent power cuts and "brownouts”.  The
government has responded 1o these shortcomings by devoting an average of almost 12 per cent
of public capital expenditure to the development of the clectric power industry hetween the
1998 789 and 1992 93 fiscal vears, and in mid- 1992 pormitted private companies 1o establish largc
commarcial power plants on g "bulld-own-operate {BOO) basis,

The nen-cncrgy component of the mining and energy sector is devoted primarily to the mining of
metallic mincrals. of which tin has historically been particularly important. In addition 1o tin,
Indoncsia also has large known deposits of copper, nickel, bauxite, gold and silver. Non-metallic
mincrals of various kinds, including kaolin, marble, granite, limestone and pumice stone are found
widely throughout Indoncsia, and support a substantial and growing building matcrials industry.
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Manufacturing

Indoncsia’s manufacturing industry has emerged as an important economic sector only during the
past two decades. The best available estimates indicate that it accounted for only 8.5 per cent of
domestic output in 1933, and that it grew by only about 2 per cent per annum in real terms during
the following decade, approximately in line with the overall growth of ( iDP? Consequently.
its share in domestic output was no higher in the mid-1960s than in 1933

Considerable priority has been given to the promotion of industrial development by the "New
Order” Government of President Subarto, which assumed office in 1963-196h. By 1991, as noted
above (sce Recent Economic TrendsY. the manufacturing scctor was belicved to have dislodged
agriculture to hecome the single most important source of gross domestic product. and had also
become a leading generator of export revenues and provider of employment opportumtics. The
extent and nature of this transformation will be discussed in detail in Chapter 11, while the policies
which facilitated it will be analysed in the latter part of the current Chapter.

Transport and communications

Indonesia’s highly complex geographical structure and regional diversity render adequate transport
and communications {acilitics indispensable for cconomic integration but also difficelt and costly.
While high priority has been given to the development of transport and communications
infrastructure over the past two and a half decades. and significant achicvements have been
recorded. much still nceds to be done to improve both inter-island and intra-island links.

Railways have only been cstablished in Java and Sumatra. Java has a comprehensive network
connecting most major citics and towns, which has been subject to a major upgrading and
modcrnization programme since the carly 1940s. Three relatively small and unconnected rail
nctworks also exist in Sumatra, centred around Medan in North Sumatra. Padang in West Sumatra
and Palecmbang in South Sumatra.

In spite the exastence of these railways, however, most overland transportation is accomplished by
road, in Java and Sumatra as clsewhere in Indoncsia. and considerable cfforts have been made
over the past two decades to expand and improve the countny's roads. The latest available official
statistics thus indicate that the total road length increased from 95463 kilometres in 1972 to
266.326 kilometres in 1989, with the length of asphalted roads increasing from 26.712 kilometres
to 116,464 kilometres. With few exceptions, consisting primanly of a aumber of recently built
multiple lanc motorways linking major popuiation and indusirial centres in West and East Java
and North Sumatra, the road network nevertheless remains rudimentary both in terms of coverage
and quality.

The latest available data show that, cxcluding the Speaial Capital Territory of Jakarta, which has
a very well developed and rapidly expanding road network, the average road density in Indonesia
amounted to a mere 139 metres per square kilometre in 1989, The regional variation in road
density was also extremcly large, ranging from almost 2.2 kilometres per square kilometre in the
largely urban Special Territory of Yogyakarta to only 19 metres per square kilometre in frian Jaya.
On average, only 44 per cent of the road nctwork was asphalted in 1989, with this proportion being
much higher in Java and Bali and much lower in the islands of castern Indoncsia. Only 31 per
cent of the road network was classificd as heing in good condition, with a further 31 per cent in
modcerate condition and the remainder damaged or badly dumagced.

The maritime transport infrastructurc is gradually being developed. Indonesia has some 330 ports
and harbours, of which 127 arc cquipped to handle occan going vessels. The most important port
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1> Tanjung Priok tn Jakarta, which in 1990 had a container handling capacity of 1.3 million tweaty-
foot cquivalent uaits (TEUs), and the ports of Belawan at Medan in North Sumaira, Tanjung
Pcrak at Surabayva in East Java. and Ujung Pandang in South Sulawesi are also equipped to bandle
containers.  Indonesia’s merchant fleet has expanded gradually over the past five vears, with the
numbcr of vessels engaged in domestic trade having increased particularly rapidly. River. lake and
ferry transport also plays an important role. espeaally in the more remote arcas.  Between
199,87 and 1990/91 the number of passengers using these ser.ices rose from 37,800 to 46,100,
whilc the volume of cargo carried increased from 6,100 toanes to 11,930 tonnes.

Air transport is becoming increasingly important. especially for passcager travel and as an agent
for the promotion of tourism.  The national airline, Garuda Indonesia, serves a variety of cities
in Asia. Europe and America, and scveral important centres within Indoacsia. Most domestic
fMights are carried out by Garuda’'s subsidiary, Merpati Nusantara, and by a number of private
airlines. of which the most important are Bouraq. Mandala and Sempau.  Considerable
investments are being made in arrport development. and the country has approximately H) airports
capable of handling Fokker F-28 or larger aircraft.

Though rclatively well advanced by the standard of many developing countries. Indoncsia’s
tclecommunications facilitics are beginning to be strained by the rapid growth of the cconomy over
recent years. A significant development, well ahcad of its time, was the establishment of domestic
satellite communications system in 1976, This system, known as Palapa, has been continuously
upgraded since its inception. and has made 2 vital contribution to the social and cconomic
integration of the country. In recognition of the crucial role plaved by telccommunications in the
development of an efficient modern cconomsy and in bridging the vast distances in the country, the
government continues to give high priority (o cxpanding the existing system and the services it
offers.

Banking and finance

Indonesia’s banking system comprises a central bank, a variety of State and privately owned
commercial, savings and development banks, numerous rural and village banks, and a numbcr of
non-bank financial institutions.  The central bank. Bank Indoncsia, fulfils most of the standard
central banking functions. including the issue of currency, the implementation of monctary policy,
and the supenvision of the banking system. Commercial banking has traditionally been dominated
by five Statc-owned banks, but their role has suffered some diminution singe the introduciion of
series of deregulatory reforms in the lste 1980s, which resulted in a dramatic expansion in the
number and branch structure of domestic. foreign and joint-venture commercial banks. The
savings and development banks are concerned primarily with the mobilization of funds for long
term investments, while the rural and village banks are small localized institutions senving the
needs of the rural population. The non-bank financial institutions, finally, perform a variety of
merchant banking functions.

Although a stock cxchange was cstablished in Jakarta as carly as 1976, the development of o
capital market proceeded only slowly, with only 24 companics having issucd shares on the Jakarta
Stock Exchange (JSE) until the late 1980s. The wide ranging reforms of the financial sector
introduccd since then have resulted in a surge in the number of companics going public, which by
the end of Junce 1992 had risen to 147, The liberalization of the capital markets in the late 1980
was accompanicd by a hboom in investor interest, both domestic and forcign, which drove the
compaosite JSE share price index [rom well below 100 in mid- 1988 10 a peak of 682 in April 19%),
Although the subsequent ight moncy policy and concern over the lack of an adequate regulators
framework prompted a significant weakening of the market from April 1990 onwards, the more
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recent relaxation of the government’'s monetary restraints and the introduction since that time of
numecrous measures to strengthen the market’s institutional base augur well for its evolution as
a major source of long term investment capital in the commg vears.

Trade, tourism and other services

Trade and tourism play an important role 1a the Indonesian cconomy., with their combined share
of GDP having increased from 149 per cent in 1983 1o 17.4 per cent in 1990, The wholesale and
retail trade sector, which accountied for 14.7 per cent of GDP in 1990, is highly diversificd and
compriscs a varicty of large Statc-owned and privately owned corporations and agencies, many of
which enjoy offically sanctioned monopoly privileges, as well as a plethora of smaller formal and
informal undertakings. A long standing prohibition against forcizn involvement in the retail trade
has permitted the emergence of several larze Indonesian trading firms. which dominate the local
market but are now beginning to enter into franchising arrangements and joint ventures with
forcign partners.

Tourism, proxicd in the Indonesiaan national accounts data by the hine item “hotels and
restaurants”. accounted for 2.7 per cent of GDP in 1990, This relatively modest share m national
income belics the tourist industry’s growing importance to the Indonesian cconromy. since it fails
to take into account the many indirect effects of the industry on other sectors, such as transport,
manufacturing acd construction, and on foreign exchange carnings, emplovment creation and
human resource development. With #ts location, culture, history and natural beauty. Indonesia has
vast tourist potential, which onlv began to be developed in the mid-1980s when visa restrictions
on forcign visitors from 31 countries were difted and large investments were undertaken n the
establishment of an appropriate infrastructure.  Since that time the industry has surged. with the
number of arrivals increasing from approximately 750,000 in 1983 to slightly more thaa § million
in 1987 and an esumated 2.56 million in 191, Tourist expenditure, meanwhile, has nisen from
$525.3 million to almost $2.5 hillion during the same period.

Other services contribute to about 12-15 per cent of GDP, with public administration and defence
accounting for slightly more than half of this total. To a considerable extent. this reflects the still
pervasive, albeit declining. role of the State in business and commerce as well as administration
and politics. Many of the largest manufacturing and trading corporations in Indosesta are owned
by the State or foundations connccted to the militan and civil service. The public sector, defined
to include these agencies and enterprises. is also a major source of emplovment creation, and
accounted for 13.7 pur cent of the emploved Tabour force w the time of the 1990 census in
September-October 1950

Demand structure of GDP

A breakdown of Indoncsia’s national accounts by expenditure categories reveals that private
consumption predominates by a large margin. This margin has narrowced significantly during the
past decade. however, primarily as a result of a substaniial increase in the role of investment
Public consumption, by contrast, plays only a comparatisely modest role in the cconoms, and has
exhibited a declining trend in recent years. External trade. on the other hand, is s very important
determinant of aggregate demand. and its share in GDP has consistently exceeded 40 per cent
since the mid-1970s.

External trade and payments

As suggested by the strong contribution of external trade 1o GDP, Indonesia is a relatively open
cconomy closcly integraied into the global trading system.  The bulk of the country's trade is
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conducted with the countries of the Organisation for Economic Co-operation and Development
(OECD). and particularly with Japan. the United States. and some of the northern countries of
the European Community (EC). Singapore has traditionally also plaved an important role as a
destination of Indonesia’s exports and a source of its imports. but this is primarily a reflection of
Singaporc’s position as a regional transshipment centre.

The commeadity composition of Indonesia’s external trade has changed significantly during the past
IS vears.  Between the mid-1970s and carly 1980s Indonesia’s exports were dominated
overwhelmingly by crude oil and to a lesser. but increasing. extent by natural gas. The collapsc
of international energy prices in the mid-1980s and the subscquent structural adjustments
undertaken by the Government of Indoncsia resulted in a much greater diversification in the
composition of the country’s exports.  This initially manifested itself in a sharp increase in the
export of other primary commoditics. which themselves have increasingly been replaced by
manufactured products, including processed raw materials. as industrial development  has
accelerated over the past few vears.

Whiic the value of Indonesia’s merchandise exports has usually exceeded that of its merchandise
imports. the country’s balance on invisibles account has traditionally been in deficit. This is partly
duc to the fact that Indonesia depends heavily on foreign purvevors of trade related senvices, and
partly because of heavy net outflows of factor payments. including interest on the country’s
overseas debt and repatriation of profits and income by forcign investors. The magnitude of the
invisibles deficit has normally excecded that of the surplus on merchandise account, so that the
current account has usually recorded substantial deficits.

The current account deficits have commonly been funded by large inflows on capital account.
Indoncsia has attracted considerable volumes of overseas development assistance since the mid-
196, Most of these funds have been disbursed through the Inter-Governmental Group on
Indonesia (IGG), a consortium of major multilateral and bilateral donors chaired by the
Nctherlands, which was replaced in March 1992 by the Consultative Group for Indonesia (CGI)
under the auspices of the World Bank.

Unt! the late 19805 the imposition of a number of restrictions on private offshore borrowing
mcant that public or publicly guarantced medium- and long-term debr, usually obtained from
official sources at highly concessional rates, accounted for he bulk of Indonesia’s foreign liabilities.
However, as noted above {see Recent Economic Trends). the relaxation of these borrowing
restrictions and the almost simultancous introduction of domestic monctary restraints resulted in
a sharp risc in private debt. much of which was contracted at commercial rates and with rclatively
short maturitics. This causcd a sharp risc in Indoncsia’s overall debt as well as a significant
deterioration in most of the country’s debt-related indicators, and prompted the government to
initialc new measures Lo control offshore borrowing in 1991. These are expected to curb the
growth of forcign indebtedness to more sustainable levels, and ensure that the tradiuionally high
fevel of international confidence in Indonesia’s external payments posiiion is maintained.

C. THE POLICY ENVIRONMENT
MACROECONOMIC POLICIES
Overview

Indoncsia’s cconomic policy environment has been conditioned by a varicty of influcnces stretching
back to the colonial cra. The Indonesian authoritics inherited from their colonial counterparls
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from the Nethzrlands a highly regulated economy and a predilection for economic regulation.’

This dinigiste attitude towards cconomic management was reinforced by the powerful nationahst
emotions geucerated by the long and bitter struggle for Independence. which also gave nise o a
strong commitment to cgalitarian and quasi-sociahist principles. Inspired almost entirely by these
ideals until the mid-1960s. Indonesia’s economic policy during this period gave high priority to
improving the economic position of the indigenc us population and preventing a restoration of
foreign dominance over the ccm'mmy.4 In pursuit of these goals, Indonesian policy makers also
adopted the practice of economic planning and a commitment towards State ownership of at least
the principal commercial enterprises in cach economic sector.

The assumption of power by President Subharto’'s “New Order” Government in 1965- 1966, after
several vears of economic turmoil and decline. resulted in a comprehensive reassessment of
economic policy. In particular. the management of the cconomy was handed to a group of
acadcmic economists, who came to he known as the “technocrats” and whose principal objective
was the achievement and maintenance of cconomic efficiency and competitiveness. With foreign
advice and financial assistance these technocrats were able to introduce policy measures which
permitted the restoration of economic stability within a relatively short space of time.

While the technocrats’ involvement in economic policv-making resulted in the excesses of the
previously prevailing policics being abandoned, cconomic nationalism and an overt dedication to
cgalitarian idcals have remained an important strand of Indoncsian political thought.  The
Indonesian State idcology. Pancasila. stresses the achievement of social justice as one of uts five
goals.S / and this combination of policy objectives has been formalized in the concept of ekonom:
Pancasila (the "Pancasila cconomy’).®  Its major features include a commitment to cconomic
growth, stability and equity, which are characterized as the “trilogy of development”. and to a
mixed economy in which the private, State and cooperative sectors are all mtended to play
significant and mutually supportive roles.

The intcgration of these divergent policy objectives has not always proved casy. however, and
Indoncsia’s cconomic policies during the past 25 vears have reflected the teasions arising out of
the often incompatible goals of the technocrats and economic nationalists. To some degree, the
relative influence of these two groups has varied according to the extent of the resource constraints
faced by Indonesia at any given time. The technocratic viewpoint tended to prevail between the
late 1960s and the carly 1970s, when these constraints were relatively tight, but the cconomic
nationalists gained the ascendancy between the carly 19705 and the carly 1980s, when the
availability of vastly increased oil reveaues enabled the Government of Indonesia to give greater
cmphasis to social, political and strategic goals in formulating cconomic policy. The decline in
international oil prices between 1983 and 1986 resulted in a renewed shift towards the technocratic
position, which has remained pre-eminent until the present time.

Planning for development

stimulating and facilitating Indoncsia’s cconomic development has been the principal objective of
the New Order Government since it came (o power in 1963-00, The vehicle chosen to achicve the
cventual aim of take-off into scif-sustained cconomic growth was a series of Five-Year
Development Plans known as Repelita.”  These Plans apply to both the public and private
sectors, and sct development prioritics and specific sectoral growth targets, which arc subject to
annual review.  The Plans arc indicative in nature, however, and do nat provide detailed
instructions for the cxecution of particular programmes and projects.  In the case of the public
scctor, such details are contained in the government's annual budgets, while the private sector is
permitted to formulate and implement its own Plans within an overall framework:,
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Having inherited a badly run-down economy® the new government’s first priority was a
restoration of internal and external cconomic balance, which was achieved by 1968. The first Five-
Ycar Plan. Repelita I was conscquently launched on 1 April 1969 to coincide with the start of the
1969/70 fiscal year. Its main focus was on agricultural and infrastructural development, with some
priority also being given to the establishment of a domestic manufacturing capacity for cement.
fertilizer, and agricultural processing equipment.  Although not all targets were achieved, the
implementation of the Plan was broadly successful, and sct the scene for the subsequent evolution
of the planmng process in Indonesia.

Repelita 11, which commenced in April 1974, continued to give priority to the development of the
agricultural scctor, the improvement of infrastructural facilities, and the expansion of the
manufacturing base. In addition, it also gave increased emphasis to employment creation and
raising the standard of Iving of the general population. The Plan’s targets, which included an
annual average GDP growth rate of 7.5 per cent in real terms. were made easier to achieve by the
substantial increase in budgetary and foreign exchange resources accruing to Indonesia as a result
of the rise in oil prices during this period. In fact a real average GDP growth rate of 7.7 per cent
per year was recorded during the plan period. with agricultural output expanding by 4.6 per cent
per vear and manufacturing value added by some 13 per cent per vear.

The formulation and implementation of Repelita 111, which began in April 1979, was complicated
by the uncertaintics prevailing in international oil markets. upon which Indonesia had become
increasingly dependent during the previous plan period. In recognition of these uncertaintics, the
Plan proposed an annual average GDP growth rate of 6.5 per cent, with priority siill given to
agricultural development and distributional cquity. An accelerated development of the industrial
sector was also envisaged, with private scetor investment in the manufacture of intermediate and
consumer goods being supplemented by substantial public sector investment in large-scale heavy
industrial projects. A reduction of $5 per barrel in oil prices agreed by the Organization of
Petroleum Exporting Countries (OPEC) in February 1983 imposed severe balance of payments
pressures. and caused the government to postpone the implementation of 47 projects with a total
value of 321 billion.  Annuai average real GDP growth rate of 5.7 per cent was achieved during
the Plan period as a whole.

Repelita 1V, Taunched in April 1984, was also overshadowed by weakening international oil prices,
as a rosult of which GDP was targeted to grow at an average rate of S per cent per year. With
the long-cherished aim of sell-sufficiency in the country's principal food grain, rice. having almost
heen achieved by this time, this Plan gave priority to industrial development. In particular, it
sought to consolidate the move into upstream and high technology industries initiated during
Repelita 111, and provided for the manufacturing sector to become the main source of new
cmployment opportunitics and non-hydrocarbon export carnings. The private sector was assigned
an unprecedentedly large role in the achievement of the Plan's objectives, with its share of the
planncd investment costs being set at 46 per cent. Despite severe external shocks arising from the
sharp drop in oil prices and unfavourable realignments in international exchange rates during 1985-
1986, the Government of Indonesia was able, through wide ranging structural adjustments and
gencrous international financial assistance, to sustain the cconomy’s growth momentum.  Official
estimates thus suggest that an annual GDP growth rate of 5.2 per cent in real terms was acuieved
during the Plan period, with the manufacturing scctor as a whole growing by 129 per cent per
annum and its non-hydrocarbon component by 12.1 per cent per annum.

By the time Repelita 1 was inaugurated in April 1989, the Indonesian cconomy's dependence on
the hydrocarbon industry had been greatly reduced and the trend towards privately funded
industrial investment had been well established. While projecting an overall GDP growth rate of
S per cent per year, the Plan document consequently called for the manufaciuring scclor as a
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whole to expand at an annual average rate of 8.5 per cent and the non-hydrocarbon component
at an average ratc of 10 per cent per year.” With the regulatory framework that had previously
inhibited private investment having cither been partially dismantled, the Plan document also called
for the private sector to contribute no less than 55 per cent of the total projected investment
requirement of Rp 239.1 trillion.'® This private investment was to play a particularly important
rolc in financing industrial development. since only Rp 2.1 tnllion was carmarked for the
manufacturing sector!¥ out of the government's total planned development expenditure of Rp
107.5 trillion during Repelita V.

Fiscal policy

Having come to office at a time when the Indonesian cconomy was in deep crists, largely as a
result of an almost complete breakdown of fiscal discipline in the preceding years, the New Order
government has consistently attached high priority to the pursuit of a conservative fiscai
policy.' A particular feature of this policy approach has becn a commitment to the
maintenance of budgetary balance between total government expenditure and total domestic
revenues and foreign aid flows. Although the definition of foreign aid as “revenue” rather than a
means of financing a deficit has resulted in a considerable increase in public external debt, the
conscious decision to abstain from domestic deficit financing has helped to ensure the maintenance
of a relatively higis degree of economic stability during the past two and a half decades.

A major aim of Indonesian policy makers during the carly years of the New Order period was to
expand and diversify the government’s revenue base, which until that time had been onented
hcavily towards taxes on foreign trade. The sharp risc in international oil prices in 1973/74 and
the resulting increase in oil/gas revenues greatly reduced the urgency for the introduction of the
necessary reforms to the country’s tax laws, however, and resulted in their postponement until after
oil prices had begun to wecaken again in the early 1980s. Since then, there has been a
comprchcensive restructuring of the tax system and a concerted cffort to increase the number of
registered private and corporate income tax payers, which as late as 1983 amounted to only
600,000. The result has been a dramatic increase in non-hydrocarbon domestic revenues, in both
absolute and relative terms, since the mid-1980s.

Government spending is classificd under the usual categories of recurrent (described in Indonesian
budget documents as "routine”) and capital (dcscribed as "development”) expenditures. The direct
and multiplier cffects of public spending on the creation of employment and national income arc
considerable, with some 5.5 per cent of the labour foree being employed dircctly by the State in
1990,'% and large numbers of private caterprises depending for at lcast a part of their business
on government contracts. Capital expenditure has been channcelled mainly towards agricultural,
infrastructural, rcgional and human resources development, with particular emphasis being given
to the development of Indonesia’s energy resources, transpori and communications facilitics, health
and cducation scrvices, and rural and urban infrastructure.

Monetary policy

The principal goal of *he Government of Indonesia’s monetary policy since the restoration of
cconomic stability in 1966-67 has been the promotion of non-inflationary cconomic growth, The
broad outlincs of monetary policy arc determined by the Economic Stabilization Council, an
advisory body answerable dircctly to the President of Indoncsia, which is chaircd by the
coordinating minister for economic, financial and industrial affairs and development supervision,
and also includcs the ministers of finance, trade and national planning as well as the governor of

¢ United Nations Industnal Development Organization




The Macroeconomic and Industrial Policy Environment 17

Bank Indonesia. the central bank. The day-to-day execution of monctary policy is eatrusted to
Bank Indoncsia. which exercises monctary control in line with the policies and objectives
determined by the government.

Imtial attempts to establish indirect mechanisms of central bank control had to be abandoned in
1974, when the vast increases in reserve money generated by the oil price increases of 1973-74
threatened to undermine Indonesia’s economic stability and forced the government to impose a
number of direct controls. These included credit ceilings and selective credit policies to regulate
credit expansion, and the setting of deposit and lending rates offered and charged by the State-
owned commercial banks, which were permitted to grant subsidized interest rates to priority
borrowers financed by subsidized liquidity credits from Bank Indonesia. These measures enabled
the growth of the prionity sectors to be maintained without fuelling inflationary increases in
aggregate demand. but alse gave rise to considerable nefficiencies within the dominant State-
owned banking system.

As the balance of pavments situation deteriorated in the carly 1980s, the effect of these measures
in artificially depressing domestic interest rates also provoked a serious outflow of capital. From
1983 onwards. therefore, the government mitiated a gradual change in the mechanisms of
monctary control emploved by Bank Indonesta. A package of policy reforms introduced on 1 June
1933 resulted 1o the lifting of virtually all credit cetlings and interest rate controls from the State-
owned commercial banks and marked the beginaing of a progressive phasing out of Bank
Indoncesia’s hquidity credits over the following vears.

In February 1984 the government introduce? a new form of Treasury bill known as Bank
Indoncsia Certificates (Scrufikat Bank Indonesia, S21), which was followed in February 1985 by
the introduction of new money market securities known by their Indonesian initials as SBPUss (for
Surat Berharga Pasar Uang). With these instruments in place. Bank Indonesia was able to
regulate domestic bquidity through open-market operations by sclling SBIs if it wanted to achicve
monctary contraction and buying SBPUs if it wished to promote monctary expansion. With some
refinements over time. this mechanism has remained the principal means of regulating monetary
growth in Indoncesia since the mid- 19805,

Price policy

While the maintenance of price stability has been a major concern of the government since the
mid-196ts, it has sought to achieve this goal primarily through appropriate policies of demand
management. Direct price controls have therefore been wsed sparingly, and only in the case of
products deemed 1o be of strategic or social importance, such as food staples, fucls and clectric
power, fertilizers and some textiles and building matcerials.  The usual methods employed to
control prices have included the setting of administered prices for State-owned monopolies, market
intervention by government agencics if the prices prevailing in these markets rise or fall beyond
officially acceptable fevels, and the setting of administered ex-factory and/or retail prices.

By distorting market signals, the imposition of these price controls has clearly gencrated
considerable incfficiencies in the industrics affected by them. Morcover, even though the number
and range of industrics subject to such price controls is relatively limited, these inefficiencies are
often diffused more widely into the cconomy because of the linkages they have with other sectors
and industrics. It may thus be plausibly argued, for example, that the policy of artificially
depressing prices of fucl and energy has encouraged the emergence of incfficient and inappropriate
fevels and patterns of demand, and that the policy of artificially raising the price of sugar beyond
world market fevels is hampering the growth of an export oriented food processing industry in
which Indoncsia would, in all likclihood, have a strong comparative advantage.'
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On a more general level, the achievements of the government in maintaining price stability over
the past 25 ycars have been impressive.  Despite having to cope with a variety of external shocks
and structural adjustments during this period. Indonesia’s economic policy makers have succeeded
in keeping inflation within broadly acceptable himits. As officially measured by the Central Burcau
of Statistics.” consumer price inflation has tvpically been held below 10 per cent per annum.
The only major exceptions to this generally favourable performance occurred in 1973-74, when the
price level rose sharply because of the effects of the increase 1n international oil prices and a poor
rice harvest, and in 1979 when the government failed to avert an accommodating increase in the
money supply after a 34 per cent devaluation of the rupiah on 15 November 1975.

Trade policy

In contrast to the relatively liberal approach adopted in most ficlds of economic policy, the
Government of Indoncsia has traditionally imposed a varicty of controls on both external and
internal trade. The country’s external trade has thus been subject 1o an extensive regime of import
and cxport duties and taxes, quantitative restrictions, sole trading licences and other restrictions.
Domestic trade flows were similarly regulated. with foreign nationals and enterprises not being
permittec to engage in the retail trade, ethnic Chinese entrepreneurs being discouraged from
operating in rural areas, and commerce in a number of products being restricted to officially
endorsed public or private monopolics. Although the reasons for the imposition of these restraints
on trade were diverse, and often specific to the individual product concerned, many of them were
introduced in support of the import-substituting industrial policies pursucd until the mid-1980s,
and in order to satisfv politically powerful vested interests.

The decline in world oil prices in the mid-1980s and the consequent nreed to enhance the
international competitiveness of Indonesia’s non-hvdrocarbon exports caused the government to
initiatc a programmec of trade policy liberalization aimed primarily at reducing the cost of imported
inputs for the country’s export-oricnted manufacturing industries. In a series of trade policy
reform packages introduced since May 1986, the share of imports affected bv non-tariff barriers
has been reduced from 43 per cent to less than 13 per cent of total imp()rls.“"/ In linc with this
reduction of non-tariff barriers, the government has also gradually reduced the degree of tariff
protection for domestic producers, with the weighted average import tariff rate having fallen from
22 per cent in 1985 to 10 per cent in 1991, Taking into account the duty cxemptions granted to
imports by export producers and officially approved direct investment projects, the actual rate of
duty collcctions amounts to only about 5 per cent of the value of imports.!”

Approximately a quarter of all domestic production of tradcable goods is currently estimated to
be affected by some form of export restriction, including prohibitions, licensing arrangements,
quotas, taxcs and quality controls.” These controls are particularly widespread in the case of
forcstry products, where they apply to logs, sawn timber, raw and semi-processed rattan, and
vencer. While export bans on several of these products were replaced by export taxes in June
1992, the taxes have been sct at punitive levels and have therefore resulted in no material change
in export patterns,

In contrast to the extensive liberalization of the external trade regime achieved since the mid-
1980s, the deregulation of domestic trade has made far more limited progress, and several policy
measurcs laken during the past few ycars have cven run counter to this objective. The most
celebrated cascs in this connection involve the granting of monopolics on the trade in cloves and
citrus fruits to business organizations connccied to politically influential personalitics.  The
activities of thesc monopolies have resulted in extensive distortions and generated widespread
criticism inside and outside Indonesia.!V/
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Foreign exchange policy

Shortly after assuming office in 1963/66, the New Order Government of President Suharto
established an extraordinarily liberal foreign exchange system in Indonesia. The complex structure
of exchange controls and multiple exchange rates created by the previous government had been
dismantled by 1970, with the rupiah becoming fully convertible. Since then the government has
pursued an essentially free and open foreign exchange policy, with only few direct restraints being
imposcd on the free flow of capital. Even these few exsting restraints were removed durning the
late 1930s, with the country’s banking industry being granted unrestricted access to Bank
Indonesia’s foreign exchange swap facility in October 1986 in order to enable it to cover its foreign
exchange risks. and all ceilings on offshore borrowing by Indonesian banks being lifted in March
1989,

More recently, the dramatic growth in private external debt has prompted the re-introduction of
some controls. A policy package issued in November 1991 thus requires banks to hmit their
offshore labilitics to 30 per cent of their capital base, and Iimits access to the Bank Indonesia
swap facility by distinguishing between “investment swaps” and "liquidity swaps™, with the former
being readily available to cover overscas loans with a minimum maturity of two years, and the
latter being provided only in special cases. Despite these new measures, however, Indonesia’s
foreign exchange system remains remarkably free, with no restrictions being imposed on the
provision of foreign exchange for current account transactions.””’

Within the framework of this relatively free foreign exchange system, the Government of Indoncesia
has generally sought to maintain the exchange rate of the rupiah at a level appropriate to the
maintcnance of a balance of payments equilibrium. After having been pegged against the United
States dollar at Rp 415=3$1 in August 1971, the rupiah was devalued by 34 per cent to Rp 625=8$1
in November 1978 when the first oil boom showed signs of petering out and measures to stimulate
the growth of non-hydrocarbons exports appeared necessary. At the same time, the link with the
dollar was nominally broken, with the rupiah being subjected to a managed float against a basket
of currencies of Indonesia’s main trading partners.

Although the bencficial impact of the November 1978 devaluation was soon croded by an
inflationary surge prompted by the renewed increases in oil revenues generated by the second oil
price boom and by the government’s failure to maintain tight monetary control, it nevertheless set
the scene for the government's future exchange rate policy. In March 1983 and September 1986
the government again responded to weakening oil prices with hefty devaluations of 28 per cent and
31 per cent, respectively, vis-a-vis the United States dollar. After broadly maintaining the rupiah’s
parity against the dollar in 1987 (when the dollar itself suffered a substantial depreciation against
most other OECD currencies), the government has permitted a gradual depreciation of the rupiah
by some 3.5-5.5 per cent per annum in nominal terms since 1988. Bearing in mind the inflation
differential between Indonesia and its main trading partners, this has resulted in the real cffective
exchange rate of the rupiah remaining essentially unchanged during this period.>!/

Human resources development

Indoncesia is the fourth most populous country in the world with a total population of almost 180
million in 19%). Both the regional and the age distribution of the population reveal significant
imbalanccs, which the government has sought to correct through a very active and effective family
planning programmc as well as a programmce of inter-regional resettlement known as
“transmigration”.  These measures have had considerable success, with the overall rate of
population growth slowing down substantially over the past two decades, and this slowdown being
particularly marked in the denscly populated regions of Java and Bali.
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While thus secking to alleviar- the growth of population pressure both in the country as a whole
and in the arcas with high population densities in particular, the government has expeaded
considerable efforts in the past 25 vears towards improving the health, education and skill levels.
and quality of life of the population. Public capital speading on human resources development
has consistently accounted for a substantial proportion of total goverament development
expenditure. The share of the government’s capital budget devoted to manpower development.
transmigration, education and health amounted to an average of 12.5 per cent during Repelita 11
and rosce steadily to an average of 19.8 per cent in Repelita 117 In the 199293 fiscal vear it was
budgetcy at 21.1 per cent.

The results of these efforts have been impressive.  According to data collected by Pernia.™  the
overall adult illiteracy rate fell from 60.1 per cent m 1960 10 327 per cent in 1950, Official
Indonesian statistics indicate a further decline 1o 138 per cent in 1990, when the level of ilhiteracy
in urban areas amounted to 7.6 per cent of the urban population over ten sears old. >

Educational facilitics have been substantially expanded and improved. wath the number of primary
schools being increased from approximacely 57.300 in the 19%66,/67 school year to almost 67,000 in
1973/74 and 146.600 in 1989/90. The proportion of primary school-age children attending school
meanwhile increased from S5 per cent in 1973/74 10 89.2 per cent by the end of Repelita I in
1978/79 and 99.6 per cent by the end of Repelita I in 1988/89. There has been a similar increase
in secondary and tertiary educational faciitics, which have recorded increases in enrolment from
2.1 million to 10.8 million and 118,30 to 1.7 milhon, respectively, between 1973774 and 1988 /89,
Official estimates thus suggest that the proportion of the population in the relevant age groups
cnroled in sccondary schools increased from 187 per cent to 452 per cent. while the
corresponding participation rate in universitics and other institutions of higher cducation increased
from lcss than 2 per cent to 8.3 per cent during the same period.™

Apart from the improvement in general cducational facilities, significant cfforts have also been
madc to_promote technical education and training.  Data released by the Central Burcau of
Statistics™ show that Indonesia had 249 junior technical high schools and 931 senior technical
high schools in 1989/90, with a combined enrolment of almost 319,000 students. in addition. there
were 1,762 senior economics high schools with more than 659,000 students.  These formal
cducational facilitics arc supplemented further by a wide range of vocational training schemes
designed to enhance the skill levels both of new entrants and existing members of the labour force.
The most important of these currently in operation include Labour Training Centres (Balai
Latihan Kcrja, BLK), Regional Centres to Enhance Labour Productivity (Balai Peningkatan
Produktivitas Dacrah, BPPD), and Mobile Training Units (MTUs). In 1985/89 a total of almost
419,000 persons benefited from these schemes, although preliminary data for the following two
vears indicate a sharp drop in this number to 76,300 and 108,900, respectively.

A significant contribution to the development of the cducation system has been made by the
private sector. This is particularly important at the tertiary level, where a recent World Bank
report suggests that the number of private universities, academics and related institutions had
grown from 350 in 1975 to more than 90, and accounted for (wo-thirds of alf students enroled
in post-sccondary courscs, by 199%). The report points out that private initiative has also plaved
a large rolc in the rapid expansion of in-service and pre-service training activitics, with earolment
in privatcly operated skill training programmes cstimated to he ten times higher than in
comparablc government operated schemes.  Lastly, the report notes that a numbcer of private
managcment training institutions have been established over the past five vears. ™

Considerablc resources have also been invested in the improvement of the health-care svstem.
From 1,126 in 1968 the numbcer of general and specialized hospitals increased to 1,552 in 1991,
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while the number of hospral beds inereased from approximatcly 83.600 to more than 120.700
during the same period.  Acknowledging the inadequacy of available resources for a morc
ambitious hospital butlding programme, especially in rural arcas, the government has given greater
priority to the establishment of a actwork of public health centres (Pusat keschatan masyarakar.
Puskesmas). These institutions are sited in strategic locations, usually supervised by a qualified
doctor. and often supplemented by one or more auxliary health centres known as sub-Puskesmas.
Between 1968 and 1991 the number of Puskesmas and sub-Puskesmas increased from 208 and
11800 to 6021 and 20,124, respectivels.

This expansion of health-care facilitics has been accompanicd by a similarly rapid increase in the
numbcr of health-care professionals. The latest available data indicate that the number of doctors
increased from 2,213 i 1968 to 25752 by the end of the 1959/90 fiscal vear on 31 March 1990,
while the number of aurses and midwives increased from 27976 1o 985842 during the same period.
Preliminary statistics for the 199%)/91 fiscal vear suggest that a further 109 doctors and 11003
nurses and midwives were ficensed in that vear.

In addition to these measures to enhance the coverage of the available curative medical senaces,
much cffort has also been expended in preventive medical care.  Immunization has become
widespread. and more than 86 per cent of all infants born in 199%0/91 were estimated to have been
vaccinated against tuberculosis. polio, measles. diphtheria. whooping cough and tetanus. This
excecded by a substantial margin the Universal Child Immunization (UCH target of 8) per cent
sct by the United Nations.

The provision of clean water has also been a major goal of government health policy. as has the
mmprovement of public nutrition.  The clean water supply programme aims both 1o provide
pipehine conncections to urban homes and to nstall public hyvdrants and water stations in urban
stum arcas and rural villages. The nutrition imprevement programme, meanwhile, is intended 1o
prevent vitamin A, iodine and iron deficiency. and develop food and nutrition awarencess.

The impact of these heaith policy measures has been dramatic. Pernia has shown, for example,
that the average life expectancy at birth increased from 41 vears in 1960 to 60 vears in 19587, whilce
the infant mortality rate declined from 150 to 71 per 1000 live births during the same period.””
Official Indoncsian data suggest further improvements in the lifc expectancy to 63 vears and the
infant mortality rate to 58 per 1,000 live births by 19902

Despite these achicvements, however, considerable scope still exists for a further development and
expansion of the health care sys(cm.:" A comparisen of the number of medical personnel in
1990 with the 19 census data vields a doctor, population ratio of almost 1: 7000, and a
nurse/population ratio of approximately 1:1800. By contrast, the latest available comparative data
published by the World Bank indicate that China and India had a physician/population ratio of
121050 and 1:2520, respectively. in 1934, while the corresponding ratios for Malaysia, Thailand and
the Philippines amounted to 1:1930, 1:6290 and 1:6570, respectively.Y

Environmental policies

Public intcrest in cnvironmental issucs began to grow slowly in the 1970s, cspecially after the
conveaing of the United Nations Conference on the Human Environment in Stockholm in June
1972 Following an initial period of suspicion that such cnvironmental concerns might unduly
constrain the Government of Indonesia’s drive for cconomic development, the need to balance the
cconomic growth objective with the protection of Indoncsia’s environmental heritage was formally
recognized by the end of the 1970, This resulted in a restructuring of the cabinet after the
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presidential clections of March 1975, with the creation of the aew post of Minister of State for
Development Supervision and the Enmvironment.  This was followed by the inclusion of
environment-related spending as a separate hine item in the development budget from the 197950
fiscal yecar onwards. Indonesia’s first environmental law was promulgated on 11 March 1952, in
the form of cnabling legislation providing for the future introduction of detailed regulations on
various aspects of emvironmental protection !

An mmportant insight into carly Iadonesian perceptions of the complex trade-offs between
cconomic growth and environmental protection was given shortly after the promulgation of this
law by the then Minister of State for Development Supenision and the Environment. who argued
in 1982 that Indonesia had no choice but to continue on the road towards cconomic development
because of “the socal realities around us. our historical experiences, and our hopes for the future™.
In recognition of the importance of environmental issues. however, he argued further that “we
must therefore continue with both development efforts and conservation processes simultancously.
and these are indeed the twin ebjectives of our national policy of eco-development™ -

In attempting to claborate this concept of “eco-development”. the Minister of State conceded that
“exactly how we will proceed on this course I cannot teli you in detail for this 1s not a tricd and
tested course, and we stll lack the knowledge to deal wath development and the environment”.
He noted, however, that Indoncsia was on the verge of industrialization, which would require u
to exploit all available natural resources and gencrate increased environmental pressures. While
stressing that “we do not believe that conservation and development have 10 be annthetical
opposites™. he nevertheless acknowledged that the emergence of these increased pressures would
necessitate difficult choices and wise management.

During the past decade the Government of Indonesia has continued. in broad terms. to pursec the
policy of “eco-development” outlined by the Minister of State in 1982, While continuing to stress
cconomic development as the principal objective. it has begun to establish a framework of Liws
and regulations aimed at minimizing the acgative environmental side-cffects of the development
process. Under a law passed in June 1986, which came into force a vear later. apphications
for the approval of all major cconomic development projects have to be accompanicd by un
environmental impact assessment known by its Indoncsian acronym AMDAL (Anaiisa Mengena
Dampak Lingkungan). Scveral Presidential Decisions having the foree of law were introduced in
1989-1990 rcgarding the formation of a Ceordinating Team on National Land Use Management.
the establishment of criteria for the determination of conservation arcas, the comversion o
agricultural and forest land to industrial uses. and the creation of an official ageney known o
BAPEDAL (Badan Pengendalian Dampak Lingkungan) to control the undesirable environmental
cffects of cconomic development.

Considerable progress has been achicved as a result of these measures, especially in the ficld of
forest conservation and the protection of their biodiversits.® At the same time howeser. the
issucs of water resource management, atmospheric poliution and the safe disposal of houschold
and industrial wasic continuc to present scrious problems, not least because priority has usually
been given 1o the demands of cconomic development when these have conflicted with those of
environmental protection.  In 1989, for example. a private emvironmentalist organization, the
Indoncsian Environmental Forum, lost a legal challenge it had mounted against the large pulp and
paper producer, PT Inti Indorayon Utama.™  More recently, the planned construction of a
luxury residential housing cstate at Kapuk ncar Jakarta clicited some controversy in Scptember
1992 becausce of the threat it posed to local mangrove swamps.‘v’
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D. INDUSTRIAL POLICY

(hvenview

As discussed later in Chapier 11 Indonesia inherited a very imited industrial base at the time of
Independence. With the exception of a relatively well-developed oil refining industry.> coltage
industrics and estate-based raw material processing accounted for the bulk of manufacturing
actmity at that ime. The development of manufacturing indusiry began to be given high priority
soon after Indonesia gained Indcpcndcncc.m - however, and has remained a principal objective
of successive Governments of Indonesia throughout the post-Independence penod.

While the transition from an essenually agricultural to a predominantly industrnial economy has
thus constituted one of the underlying goals of economic policy during the past four decades. there
have been frequent shifts in emphasis as 1o the manner in which this transition would be achieved
and the purposes it should serve. These shifts have reflected the marked difference of opinion
between the two principal schools of thought espouscd by Indonesian policy makers. of which one
has focused on the use of economic efficiency criteria for determining the pace and pattern of the
industrialization process, and the other has viewed industrial growth as a means towards achieving
essentially non-economic objectives. As indicated above (see MACROECONOMIC POLICIES -
Oveniew). this divergence of view between the “technocrats™ and the “cconomic nationalists™ has
been an outstanding feature of economic and industrial pahey formulation in Indonesia throughout
the countsy’s post-Independence history, and has persisted to the present day.

The furst attempt at industrialization, launched as part of the Economic Urgency Plan (Rencana
Urgensi Perckonomian, RUP) m 1931, sought primarily to promote small-scalc industry and
indigenous entreprencurship, with some cxpansion of State ownership in heavy industrv. By the
mid-1930s greater stress began o be placed on State ownership, and attitudes towards forcign
directinvestment became increasingly unfavourable despite the enactment of a relatively moderate
Forcign Capital Investment Law in 1958, With the mounting political and cconomic instability of
the fate 19505 and carly 1960s sering in any case to deter private investment during this period.
the focus of industrial policy began to shift towards the establishmen: of large heavy industrial
enterprises under State ownership. with the former Union of Sovict Socialist Republics (USSR)
and other sociahist countrics providing much of the necessary financial and technical suppurl."'

The restoration of macro-cconomic stability in the late 1960s following the assumption of power
by President Suharto’s New Order Government was accompanied by a deliberate effort to promote
Indonesia’s rapid industrialization. The goals 2nd objectives of industrial policy during this period
were set out, in general terms, in the successive Repelita plan documents. As noted by Hill, all
of the first four plans emphasized the importance of industries that carn or save forcign exchange,
and also encouraged the development of small-scale and labour-intensive industrics as well as a
regional dispersal ob industrial growth” Ay will be discussed below. these broad vhjcctives
were retained in the Fifth Plan, which commenced on 1 April 1989,

Bevond these relatively unchanging basic objectives, however, the more immediate aims of the
Goverament of Indoncsia’s industrial policy have been adjusted from time to time during the past
25 ycars in linc with changes in the country's cconomic and industrial structure and in the external
cconomic cnvironment. While Repelita | sought primarily to promotc industrics related to the
agricultural sector, for example, Repelita 11 gave gicater priority to distributional issucs, and to
supporting indigenous cntreprencurs and “weak cconomic groups” in particular*'  With
financial constraints expected (o remain weak as a result of continuing high oil revenucs, Repelita
11 and Repela 117 set more ambitious targets and sought to increase the degree of vertica!
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intcgration in the industrial sector. In particular. . was planncd to extend the industrial
develcpment process further upstream through the establishment of a domestic manufacturing
capacity for a wide range of technically sophisticated intermediate goods. This policy had to be
supported by a wide range of protectionist measures and became increasingly untenable after the
mid-1980s. when the decline in international oif prices provoked a significant tightening of the
country’s resource constraints. In Repelita V. thercfore. much greater emphasis was given to the
development of internationally competitive export-oriented industrics.

Basic policy issues - import substitution versus export promotion

As suggested by the above discussion of the evolution of industrial policy in Indonesia. the conflict
between supporters of import substituting and export promoting industrialization strategies has
long been a major feature of Indoncesia’s industrial policv.  With e¢conomic nationalism
represeating an important element of political thinking since the carliest days of the country’s post-
colonial cxistence, there has always heen a strong base of support for import substituting policies
within the country. Even when it has been justified in cconomic terms. for example as a means
of conscrving scarce foreign exchange, this promotion of import substituting industriakzation has
often been based on a variety of non-economic considerations. These have ranged from a desire
to cstablish a domestic manufacturing capacity for products regarded as having a strateeic
importance for Indonesia to a need o satisfy the demands of politically influential vested interests.

This tendency towards autarchy was especially strong in the first fifteen years of the country’s
history, when the prevailing political circumstances cncouraged the emergence of particularly
ardent nationalist fervour. Even after the establishment of a much more moderate poluical
envtronment after the mid-1960s. a belief in the need for the creation of a broad-based industrial
structurc persisted. irrespective of its cconomic viability 3> A progressively more complex web
of protectionist measures - comprising, inter alia, a varicty of dircct trade controls, increasingly
stringent local content requirements, and the widespread provision of subsidized credits 1o
preferred industries - was conscquently constructed in the 1970s and carly 19805 to support the
creation of a domestic capacity o engage in ever more complex import-substituting manufacturing
activities.

The extensive cconomic inefficicncies associated with this attempt to develop a highly protected
import-substituting industrial basc could be borne with relatively greater casc in the 19705 than
would otherwisc have been the case because of the availability of vast windfall revenues from the
post-1973 increasc in international oil prices. As oil prices began o weaken in the mid- 1980s and
the need to develop alternative sources of export income grew increasingly urgent, the restraining
cffcct of thesc incfficicncies on Indoncsia’s external competitiveness became increasingly evident.
In this eavironment, the weaknesses of Indonesia’s then-prevailing "high-cost cconomy™ began to
be widely recognized, and its reform became a major issuc of cconomic policy debate and the
principal objective of economic policy formulation.

Since the mid-1980s there has conscquently heen a marked shift towards a pattern of cxport-
oricnted industrialization. This has been accompanicd by a progressive dismantling of the cxisting
protectionist measures, albeit at a gradual pace becausce of the continuing political influence of
vested interests. The goal of import substitution has only been retained in the case of a few
industrics dcemed to be of strategic importance, although cfforts arc being made cven in these
cases fo cnhance cfficiency and encourage exports.
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Basic policy issues - public versus private ownership

The long standing industrial policy debate about the relative merits of an import substituting and
export promoting strategy has been mirrored in a simidar, and related. debate about the roles that
the public and private sectors should play in Indonesia’s industrial development process. To a
large cxtent. the contest between economic nationalism and cconomic efficiency also forms the
underlving issue in chis latter debate. Warv of the historical dominance of ethnic Chinese and
foreign businesses in most formal activitics in the secondany and tertiary scetors of the Indonesian
cconomy, and recognizing the limited entreprencurial skills and capital resources of the indigenous
Indoncsian communities, the advocates of the cconomic nationalist viewpoint have traditionally
argued for the State to play a strong direct role in the ecoromy. By contrast. the proponents of
the technocratic viewpoint have sought to promote private investment as 2 means of mobilizing
capital, reducing inefficicncy. and minimizing public scctor costs.

The strong sense of nationalism prevailing i the carly post-Independence period ensured that
State ownership grew rapidly in the carly stages of the industrialization process. This resulted in
part from the nationalization of foreign owned enterprises and the formal exclusion of the private
sector from a variety of activitics except as an agent of the State, and in part from the State’s
dircet invohement in large-scale industrnialization projects. Quoting official data derived from the
industrial census of 1964, Hill has shown that although the number of State-owned medium- and
large-scale enterprises amounted to only 361 out of a total of some 27,400, they accounted for
almost 4 per cent of installed capacity and 20 per cent of emplosyment. "By the mid-1960s™, Hill
concludes. "the “commanding heights® of Indonesian industry - what hittle there was of them -
were under State control” ¥

Although the political transition in the mid-196s to the “New Order” Government of President
Suharto resulted in a significant economic liberalization. the ownership of the means of production
remained a contentious political issue™  While establishing a framework for increased private
participation n the cconomy through the promulgation of the foreign and domestic capital
mvestment faws of 1967 and 1968, respectively, the government therefore continued to be
concerned about the need to prevent the emergence of an unbalanced ownership structure in
which indigenous Indonesians would play only a peripheral role. For almost two decades the
overament conscequently pursucd a two-track industrialization strategy with regard to ownership,
involving i carcfully controlied expansion of the private sector on the one hand and the continued
growth of State involvement, especially in the large-scale and technologically sophisticated
upstream sectors of manufacturing industry, on the other.

By the mud- 1980« the share of industrial firms with government equity participation was estimated
to he in excess of 30 per cent®®  The number of wholly State-owned enterprises in all sectors
of the ceonomy at this time amounted to some 215, many of which were involved in industrial
activitics and dominaicd their respectise branches. In the manufacturing sector, this dominance
was particularly marked in the basic metals. machine goods, fertilizer and high technology
industrics, and to a lesser extent in the cement, paper and food processing industrics.

With many of the Statc-owned firms known to be operating incfficiently, and with the
government’s ability o continue supporting them increasingly constrained by its weakening fiscal
resource base following the oil price collapse of 1985-1986, the issuc of privatization became an
important subject of debate in the sccond half of the 19805 In 1987 it was reported that the
gosernment had cstablished a tcam within the Ministry of Finance to study the prospects for
privatization with the assistance of adviscrs provided by the World Bank and the International
Muonctary Fund. Two vears later, in June 1989, the Minister of Finance revealed that some two
thirds of the wholly Mate-owned enterprises were still operating at a loss, and announced that the
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government was considenng a vanety of measures, including partial privatization. to increase their
efficicncy. By November of that year proposals were announced for the partial divestment of the
government's stake in 32 companies dunng 199%0-1991. and the process began to be implemented
in April 199%) with the sale of a 70 per cent holding in the loss-making State-owned tyre producer
PT Intirub to private interests.

From the outset, however, the goverament's attempts at privatization have been dogged by a
number of political constraints. As carlv as 1957, when the possibility of such a move first began
to be considered. several ministers publicly expressed their opposition to the privatization of any
firms falling under their junisdiction. There has also been a strong resistance within some parts
of the government to the privatization of industries deemed to have a “strategic™ role. in responsc
to which a spcaal agency. Badan Pengembangan Industri Stratems (BPIS). was created by
presidential decree in 1989 to oversee the development of these industries. While the industries
placed under the jurisdiction of BPIS are ostensibly subject to the same criteria as other State-
owned firms with regard to the privatization programmc. the fact that they have been segregated
in this manner has been widely interpreted as implving that they will be retained under State
ownership.

In addition to the opposition aroused by the privatization proposals among the technical mimstrics
and other vested interests. reservations have also been voiced by some segments of the business
community and the public at large. Many independent analysts have expressed the fear. for
example, that the large size of the State-owned enterprises would prevent any but the largest of
the private Indoncsian conglomerates from acquiring them. thereby further seinforcing the already
strong concentration of cconomic power in the hands of a relatively small ard politically influcntial
business ¢lite. While this objection has been partially overcome by the government's decision to
privatise at fcast some public enterprises via the capital market, the 1ssue remains sensitive,

The prevailing compromise

The industrial strategy adopted by the Government of Indonesia at present has been determined
by the complex interplay of the idcological and pragmatic considerations discussed above. It
conscquently represents a compromise between sull widely held nationalistic and cgalitarian
principles on the one hand, and the equally widely recognized need for an cfficient, growth-
oricnted institutional framework for industrial development on the other. While continuing to
maintain a major direct stake in the cconomy and supporting the growth of import substituting
industrialization in a number of important ficlds, the government has significantly liberalized the
operating environment to attract the entry of large numbers of privately invested firms and taken
strong mcasurcs to promote the emergence of an export-oriented industrial sector.

The Government of Indoncsia’s declared objectives and priorities with regard 1o its curremt
industrialization policy which can be summarized as follows:

the development of export oriented industry, aimed both at increasing
the volume and diversifying the range of manufactured exports;

the decpening and strengthening of the industrial structure;

the development of small-scale industrics;

the development of agricultural processing industrics,

the cnhancement and dissemination of technological skills; and

the development of the support structure for industrial growth,
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The various measures taken in pursuit of these objectives include:?

Promoting export-oriented industries: During Repelita 1 the government aims to consolidate the
growth of export-oricnted industrics achieved in the Repelita 1™ period. stimulate the growth of
new industrics, promote increased efficicncy and higher levels of international competitiveness.
create an investment climate conducive to the establishment of export oriented industrics, and
encourage the expansion of export processing zones. More specifically. the government's industrial
policy puidelines call for improvements in the distribution of industrial inputs and the
dissemination of cxport market information, a more cffective exploitation of the opportunitics
offered by preferential trade arrangements such as the General System of Preferences (GSP). and
the adoption of improved production technology and cquipment in order to enhance the quality
of industrial goods manufactured in Indonesia. In addition, the government has also tailored some
of its other policies to the promotion of export-vricated industrialization, with particular incentives
being given to investors establishing export-oriented eaterprises and foreign banks being required
to devolte a substantial proportion of their loan portfolios towards export credits.

Deepening and strengthening industrial structure: The government's policies in this arca arc aimed
at promoting linkages between the industrial and other sectors and between various sadustrial
branches. encouraging the growth of industries in which Indoncsia has a comparative advantage.
fostering the development of strategic industries, and improving the efficiency of State-owned
enterprises. With a view towards ensuring the achievement of a balanced industrial structure, the
government also wishes to encourage the cstablishment of industries producing raw materials,
intermediate goods and capital goods, and industrics utilizing the available natural and human
resources in Indoncesia. In cach case. however, the government has committed itself to be guided
by rational cconomic considerations in determining which specific industrics, technologics and
processes Lo adopt and support.

Supporting small-scale industries: The government views the development of small-scale industry
as an important means of ensuring the creation of sufficient job opportunitics 1o meet the needs
of the growing population, and of providing a mechanism for a more cquitable distribution of
wealth.  To achieve these goals, it aims to provide small-scale entreprencurs with credits,
cquipment and technical expertise, and 1o encourage the emergence of small-scale industries in
the remote and still relatively underdeveloped parts of the country.  In this connection, the
government is carmarking 1-5 per cent of the net profits of State-owned enterprises for the
development of small-scale industrices, and national commercial banks are being encouraged to
channcl 20 per cent of their foans to small businessmen. In a particularly important development,
the government is also atiempting to propagate a “foster parent” system, under which existing
large-scale companics, both private and State-owned, are being persuaded to support local small-
scale industrics through the offer of subcontracting arrangements, technical and managerial
support, quality control supenision, credit guarantees and other direct and indirect forms of
assistance.

Developing agricultural processing industries:  In view of Indonesia’s cxtensive and diversified
agricultural resource base (including animal husbandry, forestry and fishing), the expansion of the
available domestic processing capacity is sccr as an important objective of industrial policy. In
this conncction the government is concerned both 10 develop the existing industrics in this ficld
and to cstablish new oncs, with duc regard being given to the principles of comparative advantage
and the need to enhance the industry's productivity and cfficiency. Preference is to be given both
to the adoption of lahour-intensive technologics, and increased attention is to be paid to the
cstablishment of quality standards and the increascd atilization of bio-technology to improve and
standardize product quality. In addition, cfforts arc to be intensificd to promote the development
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of associated industries. such as those involved in the manufacture of chemical inputs and
processing equipment.

Acquining and disseminating industrial technology: The acquisition and domestic development of
industrial tcchnology has been a major priority of the Government of Indonesia since at least the
cabincet reshuffle of 1978, whicn the portfolio of research was extended to include technology. This
policy objeztive calls for the expansion of rescarch and development facilities and the enhancement
of domestic technological skills. Both public and private agencies and enterprises are expected to
contribute to this effort, which is intended to induce an ongoing improvement in industnal
equipment and processes.

Developing the support structure for industrial growth: The activities which the government seeks
to undertake or promotce in this context include the cstablishment of national industrial planning
and information systems, manpower planning and the promotion of human resources development.
the provision of basic infrastructure to support industrial development, and improvements in the
mechanisms of public regulation and control. In addition, the government also aims to identify.
delincate and prepare promising new regions for industrial development, and to encourage the
establishm. nt of industrial estates and export processing zones by both public and private bodies.

INVESTMENT POLICY
Background and evolution

The evolution of public attitudes towards private investment in Indonesia has been determined by
the same underlying combination of sentiments. sensitivities and objective needs as the country’s
cconomic policics as a whole. Prior to the mid-1960s, private investment was deterred by the
unfavourable cconomic conditions and the quasi-socialist political views then presailing in the
country, even though it was officially permitted subject to certain conditions®®  After the
political transition of 1965-1966, when the need for a large-scale private sector contribution to the
revitalization of Indonesia’s severcly debilitated cconomy began to be widely recognized, the
government took active steps to promote such investment. In particular, it issued two new la < -
the Foreign Investment Law of 1967 and the Domestic Investment Law of 1968 - which provided
a liberal and sccurce investment environment and, with some amendments, form the basis of the
goverament's investment regulations to this day.

As originally ¢nacied, the Forcign Investment Law of 1967 was an extremely tolerant document,
both in terms of the previously prevailing investment regulations in Indonesia and in comparison
with corresponding laws in other countrics. In the 19705, however, a resurgence of aationalist
sentiment™”  and the availability of substantially incrcased oil revenues, which reduced
Indoncsia’s dependence on external investment funds, caused the government 1o reconsider ity
investment policy. The incrcased control over the flow of investment into preferred sectors and
industrics was formalized in February 1977 with the introduction of a complex Investment Priority
List (Daftar Skala Prionitas, DSP). This distinguished hetween four categorics of activitics: open
to forcign investors and eligible for ful! investment-promotion incentives; open but cligible for only
somc incentives; open but not cligible for incentives; and closed to forcign investors.  In
subscquent years this list was reviewed periodically, with adjustments made in line with changing
government policies ond prioritics,

The disincentive cffects of the increasingly more restrictive investment regulations were reinforced
by the slow and tircsome licensing procedures followed by the Indonesian authoritics. Despite the
fact that the Forcign Investment Law of 1967 provided for the processing of forcign investment
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applications to be coordinated by a Technical Committee for Foreign Investment (Panitia Teknis
Penanaman Modal, PTPM) especially established for this purpose, the approval process could take
between six months and a year. Even after the PTPM was replaced by a more permanent Capital
Investment Coordinating Board (Badar Kordinasi Penanaman Modal, BKPM) in 1973, the
approval process continued to take a vear or more. Even though the licensing procedure was
simplificd and ccntralized in 1977, with the BKPM being assigned the role of a "one-stop agency”
responsible for dealing with all foreign investors’ needs. the goal of reducing the waiting time to
a maximum of 14 wecks remained unfulfilled.

A sharp fall in investment interest in 1984-1986, the effects of which were exacerbated by the
coliapse of international oil prices and the resulting contraction of public and foreign exchange
revenues, forced the government to underiake a renewed reassessment of its investment policy in
the mid- and late 1980s. This led to a conscious decision being taken to shift the emphasis of
government policy from investment regulation to investiment promotion, and a number of
deregulatory reform packages have been introduced since October 1984, These have resulted in:
a significant liberalization of the ‘nvestment licensing system and of the regulations governing the
marketing of domestic output by forcign joint ventures; an increase in the maximum initial equity
holding allowed to foreign investors in joint ventures from 80 per cent to 95 per cent; a reduction
in the minimum external capitalization requirement of joint verture projects from $1 million to
$250,000, a reduction of import barriers on intermediate goods; and a relaxation of the regulations
governing the employment of expatnate lzbour. In addition, foreign investors were permitted to
establish wholly-owned enterprises on the island of Batam near Singapore from October 1989
onwards, and in April 1992 this facility was extended. subject to certain conditions. to the rest of
the conntry.

Mcanwhile, the DSP was liberalized progressively from June 1986 onwards, and in Mayv 1989 was
abolished altogether in favour of a simple Negative List (Daftar Negatif Investasi, DNI) identifying
75 arcas closed to foreign investment. This list itself has been shortened gradually in the following
years, most recently in July 1992, when the number of closed areas was cut from 60 to 51. The
closure of these areas is not absolute, however, and foreign investment may be relaxed if all or
most of the output is intended for export, or if the venture includes an Indonesian cooperative as
a minority partner with an cquily share of at Ieast S per cent.

Private investment: regulations 2nd procedures

Indonesian investment regulations distinguish between three principal fields of investment: the ol
and natural gas industries, financial institutions, and all other ficlds. Investment in the oil/gas
sector 1s regulated by the Directorate Ceneral of Oil and Gas (Direktorat Jenderal Minyak dan Gas
Bumi, Migas) of the Department of Mines and Energy, and all foreign investors in the industry
arc required to operate as contractors of the State oil company Pertamina, which is responsible
for all activitics concerned with the exploration and production of petrolcum and natural gas in
Indonesia. ™’ Investments in the banking (including merchant banking) and insurance industrics
arc regulated by the Department of Finance, and arc governed by a separate banking law3V/
Investment in all other fields, including manufacturing industry but excluding particular industrics
specificd in the negative list, is regulated and coordinated by BKPM.,

Forcign dircct investment in the ficlds cover:d by BKPM is governed by the Forcign Investment
Law of 1907, as amended by subscquent regulations and decrees. As a result of the deregulatory
measurcs adopted since the mid-1980s the investment environment in Indoncsia has now becen
liberalized to a degree comparable with most of the rapidly growing countrics of south-cast Asia,
While tax holidays continuc (0 be denicd, the government provides a varicty of other incentives
to forcign investors, including acccleraied depreciation schedules for capital cquipment, exemptions
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from a wide range of tariffs, duties and indirect taxes. no restrictions on the transfer of capital or
remittance of profits, and guarantees for the protection of forcign investments. Immigration
regulations are also relatively liberal, with business cnterpriscs usually having no difficulties in
obtaining work permits for managenial and technical staff in a wide range of occupations.

Under the regulations prevailing in April 1993°% foreign investment projects in ficlds coming
under the jurisdiction of BKPM must, in principle, take the form of joint ventures between the
forcign investors and one or more Indonesian partners, who may be corporations or individuals.
In most cases the foreign partics must invest a minimum of $1 million, and have a maximum initial
equity holding of 80 per cent, which must be reduced to 49 per cent within 20 vears of
commencement of commercial production.  Exceptions to these general rules are provided as
follows:

Investment projects sited in bonded zones (including Batam island) and
producing entirely for export may be wholly foreign-owned tor the first five vears
after the commencement of commercial production, following which an
Indoncsian partner must be given an cquity stake of at least 5 per cent.

Foreign investors mav also have an initial equity holding of 100 per cent in
projects with a mmimum paid-up capital of $50 million or located outside Java,
Bali, and most provinces of Sumatra except Jambi and Bengkulu. In this case
a 5 per cent holding must be divested to an Indonesian partner within five years
of the commencement of commercial production. This Indonesian sharcholding
must be increased to 20 per cent within the next fifteen vears.

Joint venture enterprises may be established with an initial foreign equity holding
of 95 per cent if they are labour-intensive (emploving at least 50 workers).
export-oricnted (cxporting at lecast 65 per cent of their total output) or
manufacturers of intermediate goods used by other industries.  This foreign
sharcholding must be reduced to 80 per cent within ten years of the
commencement of comme--~ial production, and to 49 per cent within the
subscquent ten years. In (nis case, and in some other projects in service
industrics, the minimum forcign investment requirement of $1 million may be
reduced to $250,000.

Applications for forcign investment projects must be submitted on pre-printed forms available
from BKPM. They must also be accompanicd by a varicty of supporting documents, including
financial reports and articles of association of the companics concerned. the joint venture
agrccment and any technical assistance agreement, a description of the production processes and
pollution prevention measures to be ~mployed by the new cnterprise, bank references for all
companics or persons cngaged in the joint venture. In addition, the prospective investors must
also obtain a number of permits {rom the regional authoritics in the province where they plan to
locatc their project, such as land-usc and building permits, work permits for expatriatc cmplovees
and permits under local nuisance acts. The investment applications are subject to formal approval
by the President of Indonesia, which i< conveyed in duc course to the investors by the chairman
of BKPM.

Investment by Indoncsian nationals or companics is regulated by the Domestic Investment Law
oi 1968 or by the Bedrijfs Reglementcerings Ordonnantic {BRO) of 1934, a commercial licensing
laws dating back to the Colonial period.  Investments undertaken under the BRO receive no
official incentives, and usually involve relatively small enterprises of local importance. Investors
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seeking 1o benefit from official incentives must licence their projects through BKPM in the same
manner as foreign-invested projects, and receive broadly the same fz-ilities. In addition, domestic
investments are exempt from a number of restrictions imposed on foreign investments, such as

minimum capitalization and export requirements and limitations on domestic output marketing
activities.
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May 1992, pp. 125-131.

World Bank, World Development Report 1992: Development and the Environment, Oxford
University Press, 1992, Table 28, pp. 272-273.

Act No 4/1982 of the Republic of Indonesia concerning basic provisions for
environmental management.

Salim, E_, “Conservation and Development”, Jndonesia Circle, No. 28, June 1982, pp. 3-8.

Government Regulation No 29/1986 of the Republic of Indonesia concerning
Environmental Impact Assessments of 5 June 1986.

For useful summaries of recent achievements and current issues in the ficld of
environmental policy sce Goverament of Indonesia, Department of Information, Indonesia
1992: An G/ficial Handbook, Jakarta, 1992, pp. 189-191, and The World Bank, Report
No. 10470-IND, Indonesia: Growth, Infrastructure and Fluman Resources, Washington DC,
May 1992, pp. 80-82.

The Economist Intelligence Unit, Country Repon: Indonesia, No. 2, 1989, p. 18 and No.
4, 1989, p. 18.

Business News, Jakarta, 7 September 1992, p. 2.

In his study of the historical development of the Indonesian oil industry, Hunter notes that
"in the prewar, refining of crude into petrolcum products Indonesia was one of the main
centres for the Far Eastern areas (including Japan and China) [sic] ... After 1945, this role
in Far Eastern markets was taken up again by the two companies mainly involved, Shell
and Stanvac. Rcfinery throughput rose rapidly from zero to 7,552,000 tons by 1950 ... This
refinery resuscitation required imports of foreign crude, mainly from Sarawak. in the
carlicr years and later from Brunei and the Middle East”. Hunter, A., "The Indoncsian
Oil Industry”, in Glassburner, B. (¢d.), The Economy of Indonesia: Selected Readings,
Ithaca and London, Cornell University Press, 1971, p. 281.

This cmphasis on industrial development has been explained by Hill as follows: "The
prevailing “tcrms of trade pessimism * after the Korcan War commodity boom led many
policy-makers to believe that industry was the key to progress. This view was reinforced
by nationalist scntiment to the cffect that the colonial government had deliberately
rctarded manufacturing.” Hill, H., Foreign Investment and Industrialization in Indonesia,
Oxford University Press, Singapore, 1988, pp. 3-4.

For dctails of shifting industrial policy prioritics in the carly post-independence period sce
Hill, H., Foreign Investment and Industnalization in Indonesia, Oxford University Press,
Singapore, 1988, pp. 4-6.
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Hill, H., Foreign Investment and Industrialization in Indonesia, Ozford University Press,
Singapore, 1988, p. 11.

A distinction is commonly drawn in Indonesia between indigenous Indoaesians, commonly
referred to as pribumi, and Indonesian citizens of foreign, principally Chinese, ethnic
origin, who have traditionally played a leading role in the Indonesian ¢conomy and arc
known as non-pribumi or non-pri. The term “weak cconomic group™ (yolongan ekonomi
lemah) refers to pribumis of limited means, such as agricultural smallholders, artisans,
petty traders, and small-scale manufacturers.

Wriling iz 1981 about the industrial policy priorities contained in Repelita I and Repeiita
I, McCawley made the following important observations:

“First, the tone of policy statements is unmistakably
protectionist. Second, this stance is consistent with the general
trend of thinking about industrial policy in Indonesia since
Independence.  Third, industrial policy statements are as
interesting for what is omitted as for what is emphasized.
There is little attention given to the need for industry to
operate more cfficently, to specialize, or to move towards a
situation where less protection is needed. Little is said about
the interests of consumers, or of the desirability of structural
adjustment policies. Although industrial policy is heavily
interventionist, matters such as the appropriate structure of
different interests, the desirability and methods of government
regulation, and the role that market forces might play arc
bardly mentioned.”

McCawley, P., "The Growth of the Industrial Sector”, in Booth, A., and McCawley, P.
(eds), The Indonesian Economy During the Soeharto Era, Oxford University Press. Kuala
Lumpur, 1981, p. 78.

Hill, H., Foreign Investment and Industrialization in Indonesia, Oxford University Press,
Singapore, 1988, p. 6.

This issuc is discussed in some detail by Hill, who shows, with reference 1o two surveys
conducted in the mid-1970s and mid-1980s respectivcly, that widespread fcars of forcign
cconomic domination continue to linger. Hill, H., Foreign investment and Industrialization
in Indonesia, Oxford University Press, Singapore, 1988, pp. 135-137. As McCawley has
pointed out, “foreign” in this context usually also includes non-indigenous Indoncsian
nationals, and in particular the cthaic Chinese business community. McCawley, P., "The
Growth of the Industrial Sector™, in Booth, A., and McCawley, P. (eds). The Indonesian
Economy During the Soehano Era, Oxford University Press, Kuala Lumpur, 1981, p. 91.

Hill, H, "Indonesia’s Industrial Transformation: Part II", Bulletin of Indonesian Economic
Studies, Vol. 26, No. 3, December 1990, p. 78.

The evolution of this debate is chronicled in some detail in the various Country Reports
on Indonesia issucd on a quarterly tasis by the Economist Intelligence Unit, London.
The following summary of arguments and events related to the privatization process draws
hcavily on these Country Reports. For further details, see Reports No. 1 - 1987, page 11;
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No. 2 - 1987, page 9; No. 1 - 1989, page 10; No. 3 - 1989, pages 12-13; No. 1 - 1990, pages
19-20; No. 2 - 1990, page 12; and No. 1 - 1991, page 17.

The discussion of Indonesia’s industrial policy objectives and priorities presented here is
based primarily on the relevant portions of the Repelita 1 Plan document. Additional
insights were obtained from an extensive interview in July 1992 with Mr Sunarvo, the
Head of the Burcau of Planning of the Department of Industry in Jakarta, whose valuable
contribution in this connection is gratefully acknowledged.

For details of government policy towards foreign direct investment during the 1950s and
carly 1960s sec Hill, H., Foreign Investment and Industriglization in Indonesia, Oxford
University Press, Singapore, 1988, pp. 4-6.

Concern over the risk of foreign economic dominance posed by the foreign investment
law increased gradually during the carly 1970s, and erupted into violent protests in
January 1974 during the visit to Jakarta by Prime Minister Tanaka of Japan. A
comprchensive analysis of the causes for this unrest is given by Palmer, .. The Indonesian
Economy Since 1965: A4 Case Studv of Political Economy, rrank Cass, London, 1978,
Chapter 7, pp. 152-174.

Dctails of investment regulations in the primary production of oil and natural gas, which
falls outside the scope of this Review, may be obtained from Migas (Jalan M H Thamrin
1, Jakarta) or Pertamina (Jalan Mcdan Merdcka Timur 1, Jakarta, or overscas offices
London, Los Angeles, Singapore and Tokye). A very valuable annual survey of the oil
and gas sector, known as The Petroleum Report, is published annually by the United
States Embassy in Jakarta (Jalan Medan Merdeha Sclatan 5. Jakarta).

The Banking Law of 1967, which governed the banking sector for most of the past 25
years, was rcplaced in February 1992 by a new Banking Law. The banking industry is
currently in a transitional stage between thesc two laws, with the provisions of the latier
being introduced gradually over a period of time.

The following information is taken from Investment Coordinating Board (BKPM),
"Indoncsia’s New Foreign Investment Policy’, BKPM, Jakarta. 1993. Because investmeat
regulations are subject to frequent revision, potential investors should contact BKPM
directly for the updated information.
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II. THE MANUFACTURING SECTOR

A. GROWTH AND STRUCTURAL CHANGE
Growth

On Independence in 1945 Indonesia inherited a classical colonial economy bascd almost entirely
on extractive industries. It was characterized by a high degree of dualism!’ between the foreign-
owned cxport-oriented sector and the subsistence-based domestic sector, with a tenuous link
between these two sectors being provided by a class of ethnic Chinese traders. Manufacturing
actisitics during the colonial era had been very limied. They comprised a small petroleum
refining industry and some processing industries for local agricultural products such as sugar and
rubber, waich were operated largely by foreign commercial interests, alongside a predominantly
handicraft-based indigenously-owned manufacturing industry producing essential consumer goods,
which included an embryonic textile wdustry.

What hittle industry had been established during the colonial period was severely disrupted during
the Japanese occupation from 1942 to 1945, and the subscquent armed struggle for Independence,
which lasted until December 1949, The earliest available data indicate that manufacturing
(including, in this case, clectricity, gas and water) accounted for no more than 8.5 per cent of
domestic output in 19532  Very litle industrial rehabilitation or cxpansion occurred in the
following decade as the political uncertainty and cconomic dislocation of this period led to
shortages of imported raw materials and sparc parts, and inhibited investment in the sector.
Manufacturing industry grew by an average of only about 2 per cent annually in real terms until
the mid-1960s. This fell short of the overall rate of GDP growth and implicd a fall in the share
of manufacturing (excluding utilitics) to 8.3 per cent of GDP by 1965.%

Indonesia’s modern manufacturing industry therefore has its origins in the establishment of the
New Order Government, which facilitated its emergence both indirectly through a restoration of
political and cconomic stability, and morc directly through a conscious promotion of public and
private investment in manulacturing industrics. This shift in public policies was reinforced by a
significant increasc in the availability of resources, both from external sources in the form of aid
and investment flows and from internal sources in the form of increased hydrocarbon revenucs.
These favourable circumstances stimulated a rapid growth of the manufacturing scctor, and
especially its non-oil/gas component, over the following two decades.®’ By 1985 the share of
manufacturing in GDP had risen to 16 per cent.®/

As indicated in Chapter | (sce Recent Economic Trends), the structural adjustment mcasurcs
adoptcd by the Government of Indonesia in response to the oil price collapse of the mid-1980s
prompted a further acceleration of industrial growth in the sccond half of that decade. This
resulted in a steady incrcasc in the industrial sector’s contribution to domestic production, with
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40 The Manufacturing Sector

the share of manufacturing value added in GDP rising to almost 20 per cent in 1990. According
to preliminary offical estimates, this share rose further to approximately 22 per cent in 1991,
exceeding that of agriculture for the first time in Indonesia’s history and making manufacturing
the most important sector in the country’s economy in terms of output.

Structural change

Production data for a selection of manufactured goods are presented in Table 11.1. These show
that the dramatic growth in manufacturing output recorded during the past two and a half decades
has been accompanied by an equally remarkable degree of output diversification. Of the 64 items
covered in the table, all of which are now produced in significant quantities in Indonesia, 31 were
not produced at all under Repelita I, and 19 were not produced under Repelita II.  This
diversification of output has been the result of a wide ranging structural change in the
manufacturing sector, which is still gathering momentum.

Manufacturing activity in Indonesia is greatly varied in scope and scale, ranging from tiny cottage
enterprises producing handicrafts and basic consumer goods to vast industrial complexes for the
production of highly sophisticated capital and intermediate goods. Any examination of the
Indonesian industrial sector must give due regard to this extreme diversity,” which can be
categorized in severai different ways. Indonesian official statistics distinguish, in particular, on the
basis of size and whether the industries concerned are involved in the procsssing of oil and natural
gas or in the production of other goods.

In terms of size, the most commounly used Indonesian statistics, compiled and published by the
Central Bureau of Statistics, distinguish between housebold (cottage), small, medium and large
industrial enterprises, which are differentiated according to the number of workers employed.
Under the currently prevailing system, houschold firms are defined as establishments employing
fewer than five workers, small firms as companies employing 5-19 workers, medium-sized firms
as companies employing 20-99 workers and large firms as companies employing 100 workers or
more.” An alternative approach, based on firms’ assets, is used by the Department of Industry,
but this has been described as “less satisfactory, owing to measuremeant problems and the necd for
frequent revisions™®/

While cottage and small-scale firms account for the majority of industrial enterprises in numerical
terms and in terms of the overall number of workers employed, they are by their very nature
difficult to monitor on a continuous basis. Their opcrations have therefore only been surveyed
periodically in conjunction with the three industrial censuses conducted by the Certral Burcau of
Statistics in 1964, 1974/75 and 1986. The activities of medium- and large-scale firms are
monitored on a more regular basis, and most anpual industrial statistics published in Indoncsia
refer to such firms only. The resulting distortions in the data are ameliorated by the fact that
these firms account for more than 80 per cent of the value of gross output and manufacturing
value added (MVA).

The differentiation between oil/gas and non-oil/gas manufacturing poses a greater problem. The
oil and natural gas processing industrics (comprising a number of petroleum refineries and the gas
liquefaction facilities in the provinces of Acch and East Kalimantan, and corresponding broadly
to ISICs 353 and 354) have t1aditionally played a major role in Indonesia’s manufacturing sector.
Since these industries come undcr the jurisdiction of the Department of Mines and Energy rather
than the Department of Industry, bowever, quantitative data on them is not recorded in
Indonesia’s industrial statistics. With the exception of data on manufacturing value added (MVA)
published in the national accounts statistics, which since 1978 distinguish between the oil
processing industry, the natural gas processing industry, and the miscellancous ‘non-oil/gas” sub-
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Table I1.1. Manufacturing production, 1969/70-1991/92

Arnual Annual Annual

average average average

Repelita Repelita Repelita
ISIC Product Unit 1 111 v 1989/90 1990/91 1991/92%/
3112 Condensed milk Million cases 0.8 14.8 94.8 100.6 113.5 129.5
3114 Canned fish Thousand torines - 18.3 140.8 186.3 194.5 211.8
3115 Coconut oil Thousand tonnes 262.2 319.1 368.6 486.1 490.4 540.3
3115 Palm oil Thousand tonnes 2.5 307.9 615.0 846.5 968.9 980.5
3121 Salt Thousand tonnes 111.4 619.6 690.6 457,7 900.0 920.0
3122 Animal feed Thousand tonnes - 248.0 1,810.3 2.,458.5 2,650.4 2,730.1
3140 Kretek cigarettes Billion pieces 23.0 55.4 99.3 130.4 139.3 138,2
3140 Other cigarettes Billion pieces 15.3 29.1 22.3 30.3 4.8 38.0
3211 yarn Thousand bales 243.3 1,323.6 2,158.9 3,405.0 3,872.7 4,140,2
321 Textiles Million metres 711.8 2,017, 2,818.1 4,493.6 5,028.2 5,216.6
3220 Garments Thousand dozens - 4.5 30.9 48.9 58.6 60.0
3240 Leather shoes Million pairs - - 2.4 16.5 19.5 24.5 31.8
3 Sawn wood Million cubic metres - 0.8 7.4 9,7 10.9 11,1 10.7
3311 P1ywood Million cubic metres - - 0.5 5.4 1.7 8.4 8.5
i Decorative plywood Million sheets - - 2.9 23.7 30.9 40.8 49.4
3312 Processed rattan Thousand tonnes - - - 204.8 311.6 349, 412.2
kL3 Pulp and paper Thousand tonnes 31.2 16 271.8 749.8 1,360.3 1,776.4 2,004.7
3511 Caustic soda Thousand tonnes 1.8 8. 19.1 33.3 104.1 206.6 185.3
3511 Acetylene Thousand cubic metres 19.8 8. 679.4 1,745.8 2.283.0 2,625.0 3,020.0
3512 Urea fertilizer Thousand tonnes 106.5 . ?2,013.6 3,818.2 4,891.6 5,131.1 4,881.2
ELYE) Synthetic resin Thousand tonnes - 51.5 45,5 52.9 81.5 63.7
3523 Soap Thousand tonnes 132.2 207.1 162.7 165.7 191.,2 215.1
3523 Detergent Thousand tonnes 4.3 61.4 152.0 193.2 212.6 224.5
3529 Matches Million boxes 396.1 660.5 2,239.6 2,806.8 2,907.6 2,965.7
3551 Motor car tyres Thousand units 696.9 3,518.8 4,889.5 7,376.8 8,220.3 8,209.)
3551 Motor cycle tyres Thousand units - 2,419.4 3,175.1 5,489.8 5,829,2 6,931.1
3559 Crumb rubber Thousand tonnes 152.1 640.2 888.3 1,026.8 1,037.5 1,042.7
3559 Rubber shoes Million pairs - - 5.7 37.0 166,7 142.7 185.2
3620 Glass and bottles Thousand tonnes 16.9 5.4 85.1 122.6 137.2 145.6 152.2
3620 Plate glass Thousand tonnes 4.5 5.4 102.2 218.3 319.7 353.9 397.9
3691 Ceramic wall tiles Thousand square metres - - 1,263.2 7,139.8 7,809.2 8,910.0 9,400.0
3692 Portland cement Million tonnes 0.6 2.1 6.6 11.2 14.1 15.8 16.3
3710 Sponge iron Thousand tonnes - - 339.6 1,027.5 1,210.4 1,356.9 1,239.9
3710 Concrete iron Thousand tonnes 56.7 230.7 656.0 752.2 928.1 1,391.3 1,338.1
3710 Steel ingots Thousand tonnes - 19.8 506.3 1,115.2 1,583.1 1,988.1 2,006.4
3710 Galvanized steel sheet Thousand tonnes 49.8 148.2 298.9 215.9 144,5 159.0 200.9
3710 Steel pipe Thousand tonnes - 472.? 122.4 744.8 273.2 376.8 280.6

{continued)

101335 Juumpdofnuopy ayj




uoneaveds) juawdojaaay (eussnpuy suoneN palLD) O

Table I1.1. (continued)

Annual Annual Annual Annual

average average average average

Repelita Repelita Repelita Repelita
I1SIC Product Unit 1 Il 1 v 1989/90 1990/91 1991/92%/
3720 Aluminium extrusion Thousand tonnes - 2.0 9.7 12.0 17.4 40.0 44,1
3720 Aluminium sheet Thousand tonnes - 6.2 11.6 27.5 28.4 47.2 30.9
81 Steel tanks Thousand tonnes - - 2.0 9.9 18.0 15.0 18.0
3813 Construction steel Thousand tonnes - - 5.0 34.9 44.8 49,8 163.2
3821 Diesel engines Thousand units 0.4 19.1 53.2 38.6 5.9 45.9 50.0
3822 Rice hullers Units - - 49.6 564.4 826,0 909.0 1,200.0
3822 Nand tractors Units - 10.8 967.4 1,889.0 5,533.0 6,330.0 8,500.0
3829 Steamrollers Units 232.0 423.2 402.0 168.8 10.0 50.0 97.0
3829 pistons Thousand units - 84.5 150.2 423.0 570.0 627.8 609,5
3829 Sewing machines Thousand units 285.9 480.8 447.7 147.9 34.0 29.3 28.6
3831 Circuit breakers Thousand units - - 100.0 1,454.1 1,700.0 3,075.2 3,400,0
3831 Generators Thousand units - - 17.7 18,9 7.6 8.3 1.7
3832 Telephone exchanges

and PABX Thousand lines - - 26.7 101.3 169.0 206.0 365.7

3832 Telephone receivers Thousand units - - 8.1 102.1 68.7 223.0 581.1
3832 Integrated circuits Million units - - 127.8 196.6 59.8 26.0 49.9
3832 VHF/UHF single channe! Units - - 280.0 4,115,6 4,916.0 6,256.0 5,615.0
3832 Radios/radio-cassettes Thousand units 554.6 1,127.2 1,275.4 1,545.2 2,338.6 3,091.7 3,246.3
3832 Television sets Thousand units 40.8 262.8 102.6 677.0 796.6 1,082.0 1,010.5
3833 Air conditioners Thousand units 16.2 26.5 50.1 55.0 78.8 99,2 114,3
3839 Car batteries Million units 0.1 0.5 3.3 5.9 6.4 8.0 9.4
3839 Dry batteries Million units 77.0 333.2 550.5 948,2 1,076.7 1,158.4 1,212.3
3841 Steel-hulled ships Thousand grt 15.0 31.2 31.4 16.4 22.5 32.6 36.3
3843 Motor car assembly Thousand units 16.9 82.5 165.8 156.6 174.8 271.4 260.5
3843 Motor car radiators Thousand units - 22.3 129.2 133.9 170.6 244.0 256.2
3844 Mwtor cycle assembly Thousand units 70.5 284.2 418.3 263.9 281.0 410.0 435.5
3845 Aeroplanes Units - 5.6 14.4 6.8 12.0 6.0 9.0
3845 Helicopters Units - 7.0 17.0 11.6 17.0 14.0 12.0
Sources: 1969/70-1987/88:  Government of Indonesia, Nota Keuangan 1991/92, Tables V1.42-V1.44

a/

1988/89-1991/92:

Provisional.

Government of Indonesia. Supplement to President’s Speech, 15 August 1992, Tables VIIL1-VIIL3
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FIG. ILA. PRODUCTION OF SELECTED MANUFACTURED GOODS, 1990/91-1991/92
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The Manufacturing Sector
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Iron and steel products
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46 The Manufacturing Sector

sector comprising all other manufacturing actmities, very little additional quantitative information
on the oil and gas sub-sectors is released in a form which would allow direct comparisons with the
more comprchensive data available for the non-oil/gas industries.

The absence of a consolidated data series including both oil/gas and non-oil/gas manufacturing
activities incvitably hampers a thorough analysis of the process of structural change in Indonesia’s
manufacturing industry. At the same time, however, the available data do permit a two-stage
analysis showing, firstly, changes in the relative importance of the oil/gas and non-oil/gas
industrics and. secondly, shifts between the various branches of non-oil/'vas manufacturing. This
approach has been established in past analyses of Indoncesia’s industrial development. and is
therefore also adopted here.

A review of the scparate growth trends for the oil, natural gas and non-oil/gas sectors since the
late 1970s, when such disaggregated industrial MVA statistics began to be published. reveals that
the oil and gas processing industries recorded very rapid growth until the mid-1980s. This was
fuelled by the relativelv high cnergy prices prevailing at the time. which enhanced the
attractiveness of large-sc « : tnvestments in these industries and also provided the financial means
for their realization. The subscaucnt collapse of international energy markets resulted in a sharp
deccleration in the growth of oil and gas processing activities, albeit with an incvitable short lag
arising from the completion of projects in progress. From the sccond half of the 1980s onwards.
the non-oil/gas branches of the manufacturing scetor have assumed the dominant role in
generating industrial growth, with their share of total MVA rising from 7.5 per centin 1987 to 14.1
per cent by 199(.

The longer series of statistical data available for the non-oil/gas component of the manufacturing
scctor shows that this scctor has itsclf changed dramatically since the mid-1960)s. The resulting
diversification of its branch structure 1s revealed particularly vividly by the data on the branch-
specific composition of MVA collected by the three tndustrial censuses of 1964, 1974775 and 1986.
Thesc data. adjusted to ensurc the highest possible degree of comparability by Hill in his
comprehensive analysis of Indonesia’'s industrial development published in 1990." have been
reproduced in Table 112,

This Table, which excludes data on cottage industrics, shows that whereas the food. beverage and
tobacco processing industries (ISIC 311-314) accounted for 53 per cent of non-oil/gas MVA in
1963, their sharc had fallen to approximatcly 30 per cent by 1985 The share of rubber
processing industrics (ISIC 355) in total MVA suffered a similar dechine from 17.1 per cent 1o 2.9
per cent during 1963-85. The wood products industry (ISIC 331) was the only segment of the
agricultural processing industry to increase its contribution to non-oil/gas MVA, from 1.9 per cent
in 1963 to 9.8 per cent in 1985,

The loss of output share by the agricultural processing industries was offset by a broadly based
expansion of most other industrial branches, with particularly strong growth being recorded by a
number of heavy industrics. The share of the basic metals industry (ISIC 37) thus grew from
ncgligible levels in 1963 to 7.8 per cent in 1985, while the share of the transport cquipment
industry (ISIC 384) increased from 1.1 per cent to 5.7 per cent during the same period. More
generally, the data in Table 11.2 show that the share of light industry in non-oil/gas MVA fcll from
84.8 per cent to 622 per cent between 1963 and 1985, while the shares of heavy processing and
heavy cnginecring industrics rosc from 9.4 per cent to 24.5 per cent and from S8 per cent to 13.3
per cent, respectively, during the same period. A fuller time series of branch-specific MVA data
for the latter half of the 1980s viclded by the annual survey of medium- and large-scale
manufacturing cstablishments is presented in Table 11.3.
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Fig. I.LB. Growth of manufacturing
value added (MVA), 1984-1990
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48 The Manufacturing Sector

This shows that the process of structural change has continued in recent years as the government
has stepped up its efforts to stimulate the growth of new non-oil/gas industries in response to the
decline in oil prices of the first half of the decade. This change manifested itself particularly
clearly in a significant, albeit gradval. reduction in the share of heavy processing industries beiween
1984 and 1989, with the difference being made up in almost ecqual measure by ight industries and
heavy enginecring industries, both of which received considerable government support during this
period. The data for 1990 suggest a possibie shift in this pattern, however, as increased
investments in the paper. chemicals and basic metals industries raised the share of the heavy
processing segment of the manufacturing sector.

Table I112. Composition of manufacturing output, 1963, 1975 and 1985%/
(Percentage of total, excluding ot and gas)

ISIC  Industry 1963 1975 1985
n 17.4 9.3
312 ! Food products 3.1 6.2 a.0
313  Beverages 1.3 2.0 1.3
314 Tobacco 17.6 15.4 15.7
321 Textiles 8.3 11.2 11.0
322 Garments 0.8 0.3 2.2
323  Leather products 0.2 0.2 0.4
324 footwear - 1.0 0.6
331 Wood products 1.9 3.1 9.8
332 Furniture 0.3 0.5 0.8
341  Paper products 1.3 1.1 1.4
342 Printing and publishing 2.2 2.2 2.2
351 Basic chemicals } 4.0 4.9
352 Other chemicals } 3.6 4.4 4.9
355 Rubber p{;?ducts 17.1 11.7 2.9
356 Plastics - 0.8 1.4
361 Pottery and china } 0.1 0.3
362 Glass products } 0.4 1.2
363 Cement } 4.5 2.9 3.2
364 Structural clay products } 0.4 0.5
369 Other non-metallic minerals } 0.1 0.3
37 Basic metals - 0.3 7.8
381 Metal products 3.0 3.7 3.9
382 Non-electric machinery 1.1 1.1 0.8
383 Electrical equipment 0.6 3.6 2.8
384 Transport equipment 1.1 5.7 5.7
385 Professional equipment - 0.1 0.1
19 Miscetllaneous 0.9 0.4 0.6
Total 100.0 100.0 100.
- Light industry/ 84.8 72.1 62.29/
- Heavy processing/ 9.4 13.7 24.59/
- Heavy engineering® 5.8 13.39/

Source:  Hili, Hal, "Indonesia’s Industnal Transformation. Part 1", Bullenn of Indonesian Econonuc Swdies, vol. 26, No.
2, August 1990, Table 2, p. 87.

a/ Inciude firms with a3 workforce of at least five persons 1n 1975 and 1986, Data for 1963 rzfer to firms with a
workforce of at least five persons. except for firms with 5-9 workers but nol using power

h/ Data for 1963 included in "Basic and Other chemicals™.

¢/ Defined as follows: light industry - ISIC 31, 32, 33, 342, 355, 356, 39; hcavy processing industry - ISIC 341, 351,
352, 36, 37. heavy engineening industry - ISIC 18.

d/ These shares alter dramatically if o1l and gas are included. 1.¢. the share of light industry and heavy engineenng

are reduced to 46.2 per cent and 9.8 per cent respectively, while that of heavy processing nses to 44 per cent.
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50 The Manufacturing Sector

Fig. ILD. Structure of manufacturing
value added and employment, 1990
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B. INDUSTRIAL EMPLOYMENT

Quantitative trends

The tota! sharc of manufacturing employment still remains relatively small in Indonesia. reflecting
the fact that the country embarked upon the industrialization process only comparatively recently.
The agricultural sector remains the principal source of emplovment for the Indonesian labour
force, and has accounted for almost one-third of the new employment opportunities created since
1970. The largely informal trade sector and public services also remain a major source of
employment, although the jobs they provide are frequently characterized by low levels of
productivity. With the agricultural scetor’s absorptive capacity rapidly approaching its limit, there
is a growing awarcness in Indonesia that the manufacturing scctor must play a leading role in
generating high-productivity jobs.

Emplovment data collected by the Central Burcau of Statistics in its periodic population censuses
and labour force surveys reveal a steadily rising trend in manufacturing employment, indicating
that this development is alrcady taking place. As shown in Table 114, which comparces the results
of the 1971, 1980 and 1990 censuscs. the share of the active labour force engaged in manufacturing
activities increased from 6.5 per cent in 1971 to 11.6 per cent in 1990. The annual average rate
of increase in manufacturing cmplovment during this period amounted to 6 per cent, as against
an overall employment increase of approximately 2.8 per cent per year.

Not surprisingly, the vast majority of the available employment opportunitics within the
manufacturing sector have been created by the cottage and small-scale enterprises that continuc
to dominate the sector numerically. The findings of the 1986 industrial census show that
approximatcly 1.4 million cottage industries accounted for about 2.7 million of the 5.2 million
persons engaged in the manufacturing scctor, with the 94,500 small-scalc enterprises cnumerated
by the census accounting for a further 770,000 workers. The medium- and large-scale cnterpriscs,
which together numbered less than 12,800, accounted for the remaining 1.7 million
cmployees.!!/
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Table 114. Employmen('/ by main industry, 1971, 1980 and 1990
1971 1980 1990
Main industry Million Percentage Million Percentage Million Percentage

Agriculture, forestry,

hunting and fishery 26.5 64.2 28.0 54.8 35.5 50.1
Mining and quartying 6.1 0.2 0.4 0.7 0.7 1.0
Manufacturing 2.7 6.5 4.4 8.5 8.2 11.6
flectricity, gas and water 0.0 0.1 0.1 0.2 0.1 0.1
Construction 0.7 1.6 1.6 3.1 2.8 4.0
wholesale and retail trade

and restaurants 3.3 10.3 6.6 12.9 10.6 15.0
Transportation, storage and

communications 1.0 2.3 1.5 2.9 2.7 3.8
Finance, insurance, real

estate and business

services 0.1 0.2 0.2 0.4 0.5 0.7
Public services 4.1 10.0 7.1 15.1 9.7 13.7
Others 1.9 4.6 0.7 1.4 0.0 0.0
Total 41.3 100.0 51.2 100.0 70.8 100.0

Source:  Government of Indonesia, Central Bureau of Staustics, Stansncal Yearbook of Indonesia, vanous issuzs.

a/ Refers to population 10 years of age and above who worked dunng the week previous to the census

Table 11.5 provides a breakdown of employment patterns by industrial branch yiclded by the
industrial censuscs of 1963, 1975 and 1986.!" Thesc data, which do not take household or
cottage cnterprises into account, reveal that the largest contribution to labour absorption is made
by the traditional labour intensive industries, such as food processing, tobacco products, textiles,
garments and wood products. They show further that the share of labour employed in the tobacco
processing and textile industrics has declined dramatically since the 1960s as these indusirics have
been subject to an increasing degree of mechanization. The share of employment accounted for
by the rubber processiag industry also declined sharply, reflecting the decline in the industry itself.
By contrast, the share of workers employed in the garments, wood products and furniture
industrics incrcased between the mid-1970s and the mid-1980; in line with the rapid expansion of
these industrics during this period.

Morc recent cmployment data for medium- and large-scale enterprises derived from the annual
industrial surveys arc presented in Table 11.6. While indicalin§ a steady and rapid growth in the
overall number of workers employed in these enterprises,'” they also show branch-specific
shifts in employment patterns that arc, to a large extent, consistent with the longer term trends
revealed by the comparison of the 1963, 1975 and 1986 industrial censuses discussed above. In
particular, they confirm the continuing decline in the share of industrial employment accounied
for by the tobacco processing and textile industrics, and the growing importance of the garments
and woodworking industrics as sources of employment. The contribution of the rubber products
industry to employment has shown some signs of recovery in recent years, on the other hand,

largcly as a result of a move into downstream activitics, including the manufacturc of a wide range
of non-tyre finished goods.
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52 The Manufacturing Sector

Tabie ILS. Distribution of manufacturing employment, 1963, 1975 and 1986%/
(Percentage of total. excluding oil and gas)

ISIC Industry 1963 1975 1986
;{; food products 25.3 2;' 1
313  Beverages 0.8 0. .
314 Tobacco 18.0 i1. 12.
321  Textiles 27.3 18. 14.
322 Garwments 0.8 .

323  Leather products 0.5 . .
324 Footwear - . .
331 wood products 2.3 . .
332 Ffurniture 1.0 . .
341 Paper products 0.8 . .
342 Printing and publishing 2.8 . .
351 Basic chemicals ; 2.9

352 Other chemicals 7'3

355 Rubber pwducts
356 Plastics
361 Pottery and china }
362 Glass products }
363 Cement } 3.7
}
}
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364 Structural clay products

369 Other non-metallic minerals
37 Basic metals -
381 Metal products 2
382 Non-electric machinery 0
383 Electric equipment 6.
384 Transport equipment 2
385 Professional eguipment -
39 Miscellaneous i
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Source:  Hill. Hal, "Indonesia’s Industnal Transformation. Pant I". Bullenn of indonesian Economic Studies. vol 26,
No. 2, August 1990. Table 2, p. 87.

a/ Includes firms with a workforce of at least five persons 1n 1975 and 1986 Data for 1963 refer to {irms with
a workforce of at least five persons. except for firms with 5-9 workers but not using power

b/ Data for 1963 included in "Basic and Other chemicals™.

¢/ Defined as follows: light industry - ISIC 31, 32, 33. 342. 355, 356, 39: heavy processing sndustry - ISIC 341, 351,
352, 36. 37 heavy engineenng industry - ISIC 38,
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Manufacturing employment, 1980-1990

(Percentage share)
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Educational background and skill levels

In view of tae still relatively early stage of Indonesia’s industrial and economic development, it may
be expected on an a prion basis that the educational and skill levels of the country’s industrial
labour force will still be fairly rudimentary. This appears to be confirmed by a succession of
annual labour force surveys conducted by the Central Bureau of Statistics, which inter alia enquire
into the educational achievements of their respondents. The partial results of a select‘on of these
surveys, covering workers in manufacturing enterprises only. are presented in Table 11.7.

Table IL7. Industrial labour force by education, 1976-1990, selected years
(Percentage share)

Educational achievement 1976 1980 1982 1985 1988 1989 1990
No schooling 30.3 23.9 24.8 17.8 10.1 11.9 11.4
Not completed elementary school 37.6 37.6 33.3 32.3 22.4 23.6 21.4
Elementary school 23.6 25.3 29.1 31.5 38.6 39.1 38.3
Junior High School 5.2 7.0 6.7 9.0 13.1 12.7 13.8
General 4.1 5.3 5.0 7.3 11.2 11.2 12.0
Vocational 1.1 1.7 1.7 1.8 1.9 1.6 1.8
Senior High School 3.0 5.6 5.6 8.6 14.3 11.9 13.6
General 1.6 2.9 2.4 4.5 8.5 7.1 8.1
Vocational 1.4 2.8 3.2 4.1 5.8 4.8 5.6
Diploma and academy 0.2 0.3 0.2 0.5 1.0 0.6 0.8
University 0.1 0.2 0.2 0.3 0.4 0.2 0.6
No response - - - - - - -
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Primary or less 91.5 86.8 87.3 81.5 71.1 74.6 71.2
Secondary 8.2 12.6 12.3 17.7 27.4 24.7 27.%
Tertiary 6.3 6.5 0.4 0.8 1.5 0.8 1.4

Source: Government of Indonesia. Central Bureau of Statistics. Stausncal Pocketbook of Indonesia. vanous 1ssucs

Although the interpretation of these data is fraught with some serious difficultics.'”  they

nevertheless highlight two basic facts. On the one hand they show that a very high proportion of
the industrial work force has few, if any, formal educational qualifications. On the other. they
reveal a rapid improvement in the educational standards of the industrial labour force during the
past 15 years, rcllecting both the development of the cducational infrastructure and the more
exacting manpowcer needs of a more sophisticated manufacturing sector.

As latc as 1976 more than 90 per cent of the workers in industrial enterprises had at best a
primary cducation, with 30 per cent having had no schooling at all. By 1990, however, the share
of wholly uncducated workers had fallen to approximatcly 11 per cent, although aimost three-
quarters of the work force had still only had a primary cducation, which in many cascs had not
cven been completed. Mcanwhile, the share of the workforce with a secondary cducation rosc
from 8 per ccnt in 1976 to 27.5 per cent by 1990. A closer analysis of the data reveals, however,
that a substantial majority of the high school graduates employed in manufacturing activitics in
1990 had attendcd general curriculum schools, with only about onc-third having attended
vocational schools. Finally, the share of industrial employces with a tertiary cducation remained
very small at 1.4 per cent in 1990, even though this figure represcnted an almost fivefold increase
over 1976.

© United Nations Industnal Development Organization
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As indicated 1n Chapter 1 (see Macrocconomic Policies - Human resources development), the
Indonesian authonties have given priority to expanding and improving the educational
infrastructure. The private sector 1s also making an important contribution through its involve ment
in gencral education and enterpnise-level instruction and training. Through these combined efforts
of the public and private sectors, and sustained by a widespread public thirst for knowledge and
cducation both for its own sake and as a means 1o a better life, the improvement ia educational
standards recorded since 1976 appears certain to continue into the foreseeable future.

The role of women

There are no legal and few cultural restrictions on the active participation of women in the
economic and industrial development process in Indonesia. On the contrary, the Indonesian
constitution affords women equal status with men as participants in, and beneficiaries from, the
development process. Successive sets of State policy euidelines and national development plans
have placed special emphasis on the need to integrate women more fully into the development
process by increasing their skills and knowledge and expanding their employment opportunitics.

The available quantitative information on the role of women in manufacturing industry, derived
from population censuses and labour force surveys, indicates that women play a significant part
in manufacturing activities.  As shown in Table IL8, the share of female employment in ail
manufacturing activitics revealed by these surveys and enumcrations has consistently ranged
between about 45 per cent and 50 per cent since the carly 1970s. However, women play a
particularly prominent role as unpaid family labour in cottage and houschold enterprises. and
account for some 70-80 per cent of all such labour. They also play a significant role as empiovers
and own-account workers, accounting for approximately half of the total labour force in this
categorv. Even so, the share of women in paid emplovment has not exceeded one-third of the
total since the carly 1970s.

Table ILS. Industrial labour force by status and sex, 1971-1989, selected vears
(Pcrcentage share)

1971 1976 1977 1978 1980 1982 1985 1986 1988 1989

Employers and own-

account workers 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Male 53.5 52.2 46.2 39.9 52.1 37.6 50.5 45.7 47.2 46.6
Female 56.5 47.8 53.8 60.1 47.9 62.4 49.5 54,3 52.8 53.4
Paid employees and
wage earners 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Male 66.5 67.5 62.4 64.5 64.6 63.0 65.4 68.0 66.8 65.3
female 33.5 32,5 37.6 35.5 35.4 37.0 34.6 32.0 33.2 34.7
Family workers 160.C 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Male 19.8 25.0 25.9 24.5 27.2 25.2 25.2 26.1 25.6 26.4
female 80.2 75.0 74.1 5.5 72.8 748 74,8 73.9 74.4 13.6
Others - 100.0 100.0 - 100.0 - 100.0 100.0 - -
Male - 19.5 - - 53.8 - 70.8 78.9 - -
Female - 80.5 100.0 - 46.2 - 29.2  21.1 - -
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Male 51.8 52.9 52.7 50.2 55.2 52.1 54.7 55.2 85.1 53.5
Fomaie 48.2 47.1 47.3 49.8 44,8 47.9 45,3 44.8 44,9 46.5

Sowrces 11O Yearbook ot Labowr Siinnics, vanous issues, Table 2A
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One cxplanation for the data presented in Table 118 is the fact that temale employment has
traditionally been concentrated primarily in the informal sector.  This 1s reflected particularly
obviously in the high share of females in the "unpaid family workers™ category, which by definition
refers to the predominantly informal cottage and houschold segments of the industrial sector. In
addition, however, it is also an important determinant of the relanively large proportion of women
in the "own-account workers™ category, which includes the laree aumber of women invohed n
small-scale food processing and handicrafts activities.

While employment in formal sector industrial enterprises remains largely male domimnated. a
number of recent developments suggest that the involvement of women in the formal sector nay
increasc significantly in the foresceable future. The structural transformation currentiy in progre ss
in Indonesia’s industrial sector is opening new opportunities for women to participate in a varicty
of rapidly growing light industrics such as those involved in the manutacture of textiles. clectroni
and high-quality handicrafts, and in the processing of food. beverages and tobacco. whica
traditionally tend to absorb more female than male labour. in addition. many tactories are
relocating from urban centres to rural areas and special export processing zones, where they can
draw on the female population of surrounding villages to meet their labour requirements.

The data on the numerical breakdown of industrial employment by male and female workers
presents only a partial picture of the role of women in Indonesian industry. A recently prepared
UNIDO country memorandum on Indonesia notes that:

"More than half of the working women work part-time in Indonesia. and most
women arc in low-status, low-paving jobs since thev lack the skills and
educational qualifications for better jobs. Women at managenal and decision-
making levels are very few. Even when cducational qualifications are the same,
however, women are paid far less, on average, than males. The sex differential
is greatest among women workers with the least formal education, but even
among academy and university graduatcs males carn $) per cent more than their
female co-workers. The same pattern holds when malc and female workers are
matched for hours of work, type of occupation and ficld of work "1

C. PRODUCTIVITY AND PERFORMANCE

Qutput

The data collected by the annual industrial surveys of the Central Burcau of Statistics show that
the sharc of valuc added in the gross output of the manufacturing sector as a whole has remained
approximatcly constant lhmu%hnul the 1980s, fluctuating in a narrow band between approximaticely
29 per cent and 32 per cent.'® While this relatively low ratio at the aggregated level suggests
that the Indoncsian manufacturing industry has a comparatively high physical input cost structure,
it conccals significant branch-specific variations. In particular, the MVA /output ratios in the food
processing (ISIC 311), leather products and plastics industries have historically been substantially
lower than the overall average, while those of the footwear, furniture, pottery and china, and non-
mectallic minerals industrics tend to be substantially higher. At least in the casce of food processing,
however, this pattcrn appears to have begun to shift in 1990
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Table 11.9. Share of manufacturing value added in gross output by ISIC, 1983-1990
(Percentage)

ISIC Products 1983 1984 1985 1986 1987 1988 1989 1990
i1 Food products 23.0  22.3 25.5 22.1 19.6 22.2 19.7 33.7
312 Food products 18.6 22.4  26.2 31.3 26.0 24.3 33.2 30.7
E) ) Beverages 49.9 43.8 36.0 37.6 37.0 34.7 27.0 42.5
314 Tobacco 28.6 29.7 25.0 35.4 37.3 37.8 30.6 39.3
21 Textiles 30.7 34.1 31.9 34.6 28.6 25.0 29.6 29.5
322 Garments 8.1 41.9 33.9 37.7 29.6 30.9 33,9 35.0
323 Leather products 35.1 37.5% 31.4 47.9 20.1 20.1 17.8 31.4
324 footwear 48.2 42.7 45.7 50.9 47.0 41.5 47.6 48.8
131 Wood products 32.9 28.5 35.4 38.2 35.1 31.6 33.8 33.9
332 Furniture 37.8  39.4 39.3 i1.1 36.3 38.7 38.4 36.1
341 Paper products 19.3 22.4 29.7 22.7 23.4 29.2 24.4 33.1
342 Printing and

publishing 36.1 4qC.2 38.5 42.0 38.3 37.6 33.1 29.1
351 Basic chemicals 4.3 34.0 32.3 31.0 28.8 32.9 30.2 28.6
352 Other chemicals 30.8  38.1 35.4 31.6 32.2 31.3 29.2 30.2
355 Rubber products 18.6 16.0 27.6 21.3 17.4 20.9 28.1 27.6
356 Plastics 24.6 28.3 39.0 21.7 20.2 16.8 16.7 27.5
361 Pottery and china 38.8 37.2 39.1 43.1 37.6 36.4 39.3 38.1
362 Glass products 39.7 39.4 49.8 50.2 25.9 25.2 25.4 29.6
363 Cement 36.9 36.8  32.0 31.3 35.0 31.4 26.2 35.0
jo4 Stractural clay

products 45.5 48.1 45.5 45.5 38.8 39.4 37.0 39.8
369 Other non-metallic

minerals 40.6 37.0 46.4 54.2 55.1 48.1 48.8 41.4
371 Basic metals 32.7 50.3 45.2 50.0 54.7 39.6 38.0 36.0
381 Metal products 29.6 27.8 29.5 27.7 27.8 28.7 36.0 27.8
382 Non-electric machinery 39.1 42.2 35.8 33.7 34.5 30.7 32.2 31.1
383 Electrical equipment 23.7 21.2 29.5 27.5 23.7 18.4 22.2 23.5
384 Transport equipment 28.7 29.6 33.4 30.6 36.4 32.8 2.4 31.2
385 Professional equipment 39.0 40.1 1.4 28.2 24.2 21.2 21.1 31.8
390 Miscellaneous 27.4 25.6 29.7 31.0 29.5 33.1 34.3 33.5
Total 29.0  30.6 31.3 32.3 3. 28.9 29.7 32.4
Light industry” / 27.8  28.1 29.3 31,5 28.4 27.5 28.8 33.2
Heavy processing industryb' 33.1 39.9 36.5 36.2 36.1 337 31.4 32.7
Heavy engineering industryh/ 28.2 27.4 31.3 29.2 30.4 8 31.3 28.6

Source:  Govermment of Indonesia. Central Bureau of Staustics, Statsttk Industn, vanous 1ssues.

a, Census
Defined as follows hght industry - ISIC 31, 32.33. 342, 355, 356. 39 heavy processing industry - ISIC 341, 351,
352, 36. 37, heavy engineening industry - [SIC 38

Labour productivity

As argucd by Hill, “Indonesia’s industrial diversity is nowhere better illustrated than in the range
of labour productivitics across industries.'””  This is highlighted by the data in Table I1.10,
which reveal a wide dispersion of inter-industry productivity even within the non-oil/gas scctions
of manufacturing industry. Ycar-to-year fluctuations notwithstanding, the range of these labour
productivitics  strciches from approximately onc-fifth of the average for all non-oil/gas
manufacturing activitics to 9-10 timces that average.
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Table 11.10. Labour productivity (manufactvring value added per employee) by ISIC,
1983-1990
(Index average = 100)

ISIC  Products 1983 1984 1985+ 1986 1987 1988 1989 1990
311 Food products 90.4 8.1 82.3 66.5 63.4 78.8 67.6 118.9
312 Food products 53.9 64.6 54.1 67.1 54.7 55.2 86.7 61.6
313 Beverages 311.8 247.2 173.3 167.8 170.3 174.9 131.3 1/8.1
314 Tobacco 111.4  113.6 93,2 109.6 115.4 110.9 109.9 129.5
321 Textiles 51.1 63.0 59.7 68.4 59.6 57.0 71.1 65.1
322 Garments 49.5 52.8 39.4 49.8 38.9 41.0 44,1 39.7
323 Leather products 106.6 144.1 79.9 148.6 57.8 68.0 45.1 68.5
324 Footwear 117.3 95.3 89.1 97.1 88.3 75.1 76.4 66.8
331 Wood products 85.1 50.4 94.0 109.7 116.0 99.4 91.1 88.7
332 Furniture 34,5 35.2 37.1 42.1 37.8 39.8 38.3 30.5
341 Paper products 58.3 78.0 132.7 88.4 138.0 201.3 160.7 221.2
342 Printing and publishing 69.7 72.2 68.2 93.9 85.7 91.6 81.1 71.0
351 Basic chemicals 327.0 288.9 300.7 255.0 270.5 301.7 250.1 278.9
352 Other chemicals 123.1  139.6 147.9 131.2 131.8 137.6 121.1 128.1
355 Rubber products 106.4 88.7 90.5 58.9 60.2 78.4 81.9 61.3
356 Plastics 42.2 57.8 92.0 47.6 52.9 48.6 42.6 85.1
361 Pottery and china 40.6 35.8 50.5 53.9 46.4 49.0 56.6 63.1
362 Glass products 147.7  132.3 242.0 235.9 117.8 105.6 94.9 97.6
363 Cement 204.2 186.9 171.5 179.3 185.5 150.8 121.0 176.0
364 Structural clay

products 18.8 17.0 18.2 20.1 17.4 18.2 16.4 15.0
309 Other non-metallic

minerals 56.0 50.6 56.3 73.2 68.9 41.3 23.7 54.3
371 Basic metals 516.7 944.9 778.3 851.9 1,066.6 872.6 880.9 721.9
381 Metal products 113.0 108.4 121.5 115.2 120.2 167.8 204.7 101.2
382 Non-electrical

machinery 126.5 127.3 118.4 84.8 112.2 122.5 113.7 110.1
383 Electrical equipment 119.1 109.6 146.3 131.9 118.7 103.2 113.5 118.8
384 Transport equipment 153.4 155.0 149.2 158.4 169.4 179.3 206.1 202.8
385 Professional equipment 34.8 28.7 46.5 33.8 36.7 49.3 43.4 55.4
390 Miscellaneous 38.2 51.3 51.9 51.7 49.9 47.1 59.6 42.4
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Light industry®/ , 80.1 75.5 76,9 79.0 76.2 76.3 72.6  717.7
Heavy processing industryb/ 178.7 218.0 199.8 193.8 212.2 204.8 180.8 210.8
Heavy engineering industry®’  128.3 124.2 135.2 130.5 135.6 151.8 173.2 139.4

Source:

a/
b/

Government of Indonesia. Central Burcau of Staustics, Stansuk Industri, vanous issues.

Census.

Defined as follows: light industry - ISIC 31, 32, 33. 342, 355, 356, 39: heavy processing industry - ISIC 341, 351,

352, 36, 37; heavy engineening industry - ISIC 38.

The data presented in Table 11.10 allow two categorics of manufacturing industry to be
distinguished, with high valuc added industrics on the one hand and industrics with relatively Tow
levels of labour productivity on the other. The former category comprises industrics with a high
physical capital intensity, high skill rcquircments and/or a significant degrec of product
differentiation, and includes the basic mctals, basic chemicals, cement, engincering and beverage
industries. The latter category consists of esscntially labour-intensive industries, and includes the
textiles, garments, furniturc, footwear, non-metallic mincrals (building matcrials) and
miscellancous manufactures (such as jewellery, sporting goods and musical instruments) industrics.
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The inter-temporal growth of labour productivity in the non-oil/gas manufacturing industries is
more difficuit to ascertain, not least because of difficulties associated with the choice of defiator.
An approximation of this growth is presented in Table I1.11, however, which shows that the 1983-
based index rose to almost 285 in nominal terms by 1990, and to about 155-165 in real terms,
depending upon whether the implicit deflator for non-oil/gas manufacturing yielded by the national
accounts data or whether the implicit deflator for GDP as a whole was employed. These data
reveal a particularly rapid growth of labour productivity in the paper products, food products,
textiles, pottery and china, basic metals, transport equipment and professional equipment
industrics, as new investments raised their capital intensity and the sophistication of the production
processes employed in them.

Table ILII.  Growth of labour productivity by ISIC, 1990
(Index, 1983 = 100)

Deflated by impTicit
deflator for non-oil/
gas manufacturing from Deflated by

Nominal national accounts data GDP deflator

ISIC  Products 1990 1990 1990

311 Food products 373.8 202.7 218.1
312 food products 324.7 176.1 189.5
313 Beverages 162.3 88.0 94.7
314 Tobacco 330.5 179.3 192.9
321 Textiles 361.9 196.3 211.2
322 Garments 227.7 123.5 132.9
323 Leather products 182.5 99.0 106.5
324 Footwear 161.9 87.8 94.5
331 Wood products 296.4 160.7 173.0
332 Furniture 251.3 136.3 146.6
341 Paper products 1,077.3 584.3 628.7
342 Printing and publishing 289.4 157.0 168.9
351 Basic chemicals 242.3 131.4 141.4
352 Other chemicals 295.9 160.5 172.7
355 Rubber products 163.6 88.8 95.5
3% Plastics 377.7 204.8 220.4
361 Pottery and china 441.5 239.5 257.7
362 Glass products 187.6 101.8 109.5
363 Cement 2454.9 132.8 142.9
364 Structura! clay products 221.2 123.2 132.6
369 Other non-metailic minerals 275.5 149.4 160.8
n Basic metals 397.0 215.3 231.7
381 Metal products 254.4 138.0 148.4
382 Non-electrical machinery 247.4 134.2 144.4
383 Electrical equipment 283.4 153.7 165.4
384 Transport equipment 375.7 203.8 219.3
385 Professicna! equipment 453.1 245.8 264.4
390 Miscellaneous 315.0 170.9 183.8
Total 284.1 154.1 165.8
Light industry® 275.6 149.5 160.8
Heavy processing industry® 335.1 181.8 195.6
Heavy engineering industry®’ 308.6 167.4 180.1

Source Computed from industnal and national accounts data published by the Government of Indonesia. Central
Bureau of Statistics

a/ Defined as follows hight industry - ISIC 31,32, 33, 342, 355. 356, 39. heavy processing industry - ISIC 341, 351,
352, 36. 37. heavy enginrerning industry - [SIC 38
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At the same time, several branches suffered declining labour productivity in real terms. In the
casc of the beverages and leather products industries this reflected a long-term secular trend.
apparently related to structural shifts in demand. In the case of cement and non-metallic minerals
the reasons are more likely to have been cyclical. as a temporary weakening of demand in the
construction industry resulted in a reduction of output n the building materials industry without
a corresponding reduction in the number of workers emploved.

Profitability

Reliable estimates of corporate profitability are extremely difficult to obtain in Indonesia, mainly
because most firms are privately owned and structured as highly complex groups of cnterprises.
Financial statistics are therefore frequently not released at all or. if published, are lacking in
transparency. Even the large wave of corporate equity flotations following the liberahization of the
domestic capital market regulations since the late 1980s has done little to improve this situation.

Table I1.12. Share of gross profits in manufacturing value added by ISIC, 1983-1990

(Percentage)

ISIC  Products 1983 1984 1985% 1986 1987 1988 1989 1990
311 food products 68.5 68.2 72.7 68.4 66.9 73.5 67.0 831.5
312 Food products 63.5 69.8 69.3 75.9 72.8 71.9 84.0 76.4
313 Beverages 85.4 82.5 78.2 79.0 81.0 80.8 74.8 82.8
314 Tobacco 87.1 87.9 87.3 89.8 93.1 89.7 90.0 91.3
321 Textiles 64.1 74.4 72.9 77.4 76.3 73.0 80.4 78.7
322 Garments 61.4 64.9 56.5 68.6 60.3 63.2 67.7 65.2
323 Leather products 80.5 85.1 77.3 89.4 72.1 75.6 67.8 80.8
324 footwear 67.3 63.9 68.7 74.4 71.7 65.5 75.0 37.7
331 Wood products 67.7 62.5 75.0 78.1 80.2 77.3 77.1 77.3
332 Furniture 39.8 46.1 48.7 57.2 55.8 59.3 61.5 57.7
341 Paper products 45.9 62.5 77.8 72.2 81.9 86.9 83.0 87.7
342 Printing and publishing 54.8 53.6 49.9 60.2 58.1 60.7 60.8 £8.2
351 Basic chemicals 79.3 79.9 75.6 76.0 78.6 80.7 77.0 80.0
352 Other chemicals 60.7 68.8 67.8 67.5 67.4 66.7 69.4 71.1
355 Rubber products 72.4 66.4 14.2 67.3 58.0 68.4 74.9 69.4
356 Plastics 57.1 70.1 81.6 62.4 66.2 67.3 66.9 75.3
361 Pottery and china 44.9 47.7 58.2 65.9 60.0 61.1 70.2 72.2
362 Glass products $8.9 69.5 83.9 84.4 71.5 68.8 68.9 70.5
363 Cement 78,7 77.0 80.5 80.9 82.7 78.4 78.0 84.5
364 Structural clay products 37.5 46.7 50.3 55.8 52.8 55.1 51.7 50.?
369 Other non-metallic

minerals 62.8 60.9 66.5 73.5 74.4 65.6 68.2 73.9
371 Basic metais 89.8 94.5 94.5 93.1 95.7 92.8 93.5 93.6
381 Metal products 73.0 74.9 73.7 74.8 78.5 81.5 88.0 17.4
382 Non-electrical machinery 72.8 75.1 75.2 65.9 72.3 10.9 72.5 73.0
383 Electrical equipment 70.4 68.9 1.2 77.0 75.1 69.1 76.4 75.%
384 Transport equipment 67.6 70.6 71.4 72.6 79.5 79.1 83.0 82.7
385 Professional equipment 50.3 52.7 58.7 45.0 40.8 56.9 62.3 64.6
390 Miscel laneous 55.4 62.4 67.3 65.3 63.8 68.4 71.5 67.0
Total 73.0 76.0 76.3 17.4 78.7 77.6 79.7 79.8
Light industry®/ 72.8 744 753 77,0 77.0 5.8 77.8  18.1
Heavy processing industryh/ 75.0 81.3 79.6 80.3 82.9 81.4 81.8 84.7
Heavy engineering industry?’/ 70,2 71.8  73.8 3.7 7177 11.8  83.2  19.1

Source:  Govermment of Indonesia, Central Bureau of Staustics. Statsnk Indusm, vanous 1ssues

a/ Census.

b/ Defined as follows: hight industry - ISIC 31. 32, 33, 342. 355, 356. 19: heavy processing industry - [SIC 341, 351,
352, 36. 37 heavy engincenng industry - ISIC 38
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While firms going public must fulfil relatively strict disclosure requirements, ways have often been
found to limit the extent of the disclosure, for example by floating only small substdiaries of large
conglomerates.  On several occasions, the data released by such firms have also been found
misleading '%

An impression of the overall profitability of Indonesian industry can, however, be gleaned from
the data collected by the surveys of medium- and large-scale non-oil/gas manufacturing enterprises
conducted by the Central Burcau of Statistics (sec Table 11.12). These data show that the share
of gross profits in MVA increased gradually but steadily from 73 per cent in 1983 to almost 80 per
cent in 1990. A more detailed cxamination of gross profits generated in various branches of
manufacturing industry shows this relatively high average figure to be fairly representative of most
forms of manufacturing actimity. With the exception only of structural clay products and footwear,
the share of gross profit in MVA exceeded 60 per cent in all branches in 1990, and in most cases
ranged between 70 per cent and 90 per cent.

D. OWNERSHIP AND INVESTMENT PATTERNS

Ownership

Official Indonesian statistics distinguish seven categories of industrial ownership. Three of these
comprise wholly owned enterprises belonging to the government, domestic private busincssmen
or foreign investors, while a further three refer to joint ventures between any two of these three
individual ownership groups. The last category refers to joint ventures involving all three of these
groups. The latest comprehensive data on the distribution of ownership among these categories
were collected as part of the 1986 industrial census. A comparison of these data, which cover
medium- and large-scale enterprises outside the oil/gas sector only, with corresponding data from
the carlier industrial censuses is presented in Tabie 11.13. These figures show that the domestic
private scctor has traditionally accounted for the lion’s share of all non-oil/gas manufacturing
enterprises, and a significant proportion of the employment and MVA that they have generated.
At the same time, however, they also show that the government does play a significant direct role
in the manufacturing sector, with firms owned wholly or partially by the government accounting
for 25.5 per cent of total MVA at the time of the 1986 census. According to Hill, this figure
would have becn even higher, at about 44 per cent, if 1he oil and natu- .l gas processing industrics
had been included in the census data.'®/

The role of whoily or partially Statc-owned enterprises has traditionally been particularly important
in the heavicr branches of manufacturing industry. This is indicated in Tablc I1.14, which shows
that such firms accounted for morc than 50 per cent of Indonesia’s total output of basic chemicals,
oil and natural gas prod ts, basic metals, and non-electrical machinery. Thiz concentration of
Statc ownership in the upstrcam reaches of the manufacturing sector has prompted one team of
analysts to describe its structure as being onc of "upstream socialism, downstream capitalism”.2%/

Within the private scctor a dominant role has historically been played by businessmen of cthnic
Chinese origin. Most of Indoncsia’s large conglomerates, which tend to have highly diversified
intcrests in a varicty of ficlds including manufacturing, were founded by such businessmen, who
have for the most part retained full or majority ownership over these enterpriscs. For political
rcasons, these businessmen have often had to collaborate with influential indigenous Indonesian
interests. Until the mid-1980s the most important of these were connected with the military, and
included cither serving or retired senior officers as well as a number of foundations established
by the armed forces. Morc recently, the focus of this collaboration has shifted to well-connected
privale entreprencurs, many of whom have become leading members of Indonesia’s business
community during the mid-1980s and carly-1990s.
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Table 11.13. Summary of indicators for major ownership groups, 1963, 1974 and 1985%/

Government /
Government/ Domestic Domestic
Domestic Domest ic Government/  Private/ Private/
Government Private Foreign Private Foreign foreign foreign Total
Shares (Per cent of all firms)
1985 Firms 0.9 92.2 0.4 0.6 0.1 2.7 3] 12,909
Employment 1.0 74.9 1.3 0.4 0.2 7.4 14.9 1,584,726
value added 0.4 55.8 1.3 0.4 0.5 17.1 24.7 Rp 7,153,837
1974 Firms 6.8 87.9 1.4 1.2 0.2 25.0 - 7,091
tmployment 19.3 68.9 2.6 1.3 0.7 7.3 - 655,821
Value added 25.9 47.? 10.8 1.5 2.? 13.3 - Rp 478,446
1963 firms 4.7 95.3 10,586
Employment 31.1 68.9 ' 527,711
Power 39.7 60.3 PP/ 715,520
Indices of relative size
{average = 100)
1985 Value added/firm 40 60 328 64 833 641 794
value added/employce 40 75 97 105 244 230 16%
tmployees/firm 101 81 339 61 jaz 279 480
1974 value added/firm 358 54 756 a8 1,091 534 -
Value added/employee 129 68 418 123 315 183 -
tmployees/firm 284 78 181 106 346 292 -
1963 Power/firm 851 63
Power/employee 127 88
tmployees/firm 668 12
Source ML Hal, “Indonesa’s Industnial Tramsformation - Fan W1, Budlenn of Indonesian Economue Studies, vol. 26, Noo 3, December 1990, Tahle 13, p 76
a4 Ihe data for 1973 and 1988 refer o irme emploving at least 20 worken, and eclude ol and gas processing. There s ao separate wentification of government/private /foreign lirms
wn 1973, presuniably they were included 1n the goverament group  The 1963 data refer 1o irms employing at least five workers and using power. No rehiable value added data by
ownenhip are provided, o mnstalled power capacity s used
b Honepower
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Table 11.14. Ownership by major industry group, 1985%/
(Percentage of each industry’s output)

Domestic Government

ISIC Industry Private  Government Foreign (Joint ventures)
311 food products 61.3 2.2 7.0 29.5
312 Food products 69.4 1.2 18.0 i1.4
313 Beverages 35.1 0.1 36.3 28.5
314 Tobacco 24.3 - 5.4 6.3
321 Textiles 61.0 0.8 28.6 10.4
322 Garments 97.7 0.1 1.1 1.1
323 Leather products 76.2 0.6 20.1 3.1
324 Footwear 59.3 - 40.7 -
331 Wood products 73.7 0.5 12.1 13.7
332 Furniture 98.4 - 1.5 0.1
341 Paper products 57.4 - 11.4 31.0
342 Printing and publishing 89.1 4.7 0.4 5.8
351 Basic chemicals 14.4 0.4 8.9 76.3
352 Other chemicals 58.5 0.1 29.4 12.0
353/4 0il and gas processing - 43.5 - 56.5
355 Rubber products 83.0 2.1 7.1 1.8
356 Plastics 43.4 - %6.5 0.1
361 Pottery and china 96.0 1.2 2.8 -
362 Glass products 14.7 - 81.0 4.4
363 Cement 42.5 0.6 21.3 35.6
364 Structural ciay products 93.1 0.8 4.1 2.0
369 Other non-metallic minerals 94.1 3.5 - 2.4
37 Basic metals g.1 - 1.4 89.6
381 Metal products 66.8 0.2 21.0 12.0
382 Non-electrical machinery 29.4 0.2 18.9 51.5
383 Electrical equipment 45.2 - 39.8 15.0
384 Transport equipment 68.7 ) 16.6 14.6
385 Professional equipment 77.3 - 22.7 -
39 Miscellaneous 77.5 - 20.6 1.9
Total:

Excluding oil and gas 58.4 0.8 17.2 23.6

Including oil and gas 38.8 15.8 10.8 34.7

Source  Hill. Hal. “Indonesia’s Industnal Transformaton - Pant {1°. Bullean of Indonesian Economuc Studies, vol. 26,
Noo 3 December 1990, Table 14, p 79

a/ Includes 2ll firms with a2 work force of at least five persons  All small firms (S-19 persons) are assumed to be
privately owned

Forcign ownership mostly takes the form of limited joint-venture partnerships with Indonesian
firms. Overscas investments retaining full forcign ownership were permitied between 1967 and
1974, when scveral large-scale wholly forcign owned projects were licensed in resource-based
industrics, such as the mining of copper in Irian Jaya and nickel in South Sulawesi. Growing
public disquict about the threat of excessive forcign control over the Indonesian cconomy
prompted a revision of the forcign investment regulations in 1974, however, as a result of which
all new forcign investments had to take the form of joint ventures with private or official
Indoncesian entitics. Since 19%), these regulations have been slowly and partly relaxced.
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Investment

The private sector has customarily been the main source of investment in manufacturing industry
in Indonesta. As indicated in Chapter I, the government has historicallv concentrarted its capital
expenditure in the fields of agriculture, mining, transportation, regional development and
education. Private investment, by contrast, has been directed mainly towards the manufacturing
sector, as shown in Table I1.15.

The data in Table 1115 reveal further that the chemical and rubber industries have attracted
particularly strong investment interest, from both domestic and foreign investors. The textiles and
garments industries have also traditionally been major beneficiaries of domestic and, to a lesser
extent, foreign investment. A significant share of foreign investment has also been channelled into
the metalworking industries and. more recently, into the pulp and paper industries.

Table 1115, Approved investment by sector, 1985-1991%/

Sector 1985 1986 1987 1988 1989 1990 1991

Foreign investment (Million $)

Agriculture 9 126 117 8 122 170 14
Forestry - - 5 34 3 ? 1
Fisheries 11 4 12 65 47 20 11
Mining and quarrying - - - - - il6 -
Manufacturing 687 537 852 3,785 3,246 5,648 3,970
Food 6 34 54 212 223 99 382
Textiles and leather 7 9 118 224 581 1,094 532
Wood and wood products - 32 15 77 106 218 62
Paper and paper products 25 47 109 1,506 211 729 822
Chemicals and rubber 338 294 209 1,533 2,512 1,991 923
Non-metallic minerals 3 - 251 30 184 12% 133
Basic metals 65 39 7 61 108 825 197
Metals products 244 82 57 127 292 160 856
Others - - 3 15 30 107 67
Construction 122 65 42 2 16 77 n
Hotels - - 196 395 98 874 3.0
Transport and communications - 70 213 3 5 803 167
Real estate and other services 29 25 20 191 181 1,082 53¢
Total 859 826 1,457 4,482 4,719 8,7¢1 8.7/8
Domestic investment (Billion Rp)
Agriculture, fisheries and
Tivestock 899 1,879 2,885 2,721 3,318 6,435 3,805
Forestry 37 21 640 48’ 25? 593 s
Mining 38 89 290 111 94 147 187
Manufacturing 1,632 1,842 5,518 9,663 12,776 39,122 76,33
Textiles 97 263 1,289 2,299 3,563 12,606 1,047
Chemicals 928 173 2,047 3,022 4,058 8,539 R, 474
Other 607 806 2,183 4,342 5,15 17,974 14,343
Construction 270 4 50 31 146 8/ PR
Hotels K3V 17 139 561 1,265 3,562 3,857
Real eg;ate 267 169 174 236 936 1,820 1,504
Others 296 325 569 428 552 2,512 1,822
Total 3,750 4,417 10,265 14,238 19,439 55,7276 41,085

Source  Govermment of Indonesia. National Investment Coordinating Board (BKPAY. Stasstics on Iy evemens vanous
1ssues

a/ Figures refer to intended capital investments. and represent onginal approvals plus 4pproved cxpansions minus
cancellations
b/ Includes transportation sector
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Fig. ILE. Approved foreign investment
in manufacturing subsectors,
1989-1991
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E. INDUSTRIAL LOCATION

Indonesia’s manufacturing industry is concentrated heavily in Java, which offers not only the largest
markets because of its high population densitics and comparatively high levels of per capita
income, but also the best opportunitics for  cfficicncy-cnhancing  inter-industry linkages.
Abstracting from the large oil and natural gas processing facilities in East Kalimantan and various
parts of Sumatra. Java was shown by the 1986 industrial census to account for some three quarters
of total manufacturing output. With much of the new industrial investment of subszquent vears
also having been located in Java, this share is bound to have increascd further in the mean time.

This ¢ prion cxpectation is supported by the annual surveys of medium- and large-scale
manufacturing cstablishments (excluding oil refining and natural gas processing enterprisces)
conducted by the Central Burcau of Statistics. The latest available data from these surveys show
that Java accounted for almost 79 per cent of the number of such firms in 1989, and for more than
76 per cent of the labour employed by these firms.  In addition, Java also has the most
comprehensive industrial structure, with all of the island’s five provinces possessing enterprises in
more than 20 of the 28 three-digit ISIC categories of non-oil/gas manufacturing employed by the
Indoncsian statistical authorities, and three of the five provinces possessing the full complement
of 2% branches.

Within Java, the strongest industrial concentrations are found in Jakarta and the surrounding
province of West Java, where the three towns of Tanggerang, Bogor and Bekasi on the western,
southern and castern fringes of Jakarta have become little more than industrial suburbs of the
national capital. In addition, a hcavy concentration of industry has also emerged to the west of
Jakarta towards the Sunda Straits, where the towns of Serang and Cilegon have cmerged as
important centres of heavy engincering.  The satellite town of Gresik outside Surabaya in the
province of East Java is another major industrial centre, accommodating a wide range of hcavy,
intermediate and light industrics.
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Elsewhere in Indonesia the degree of industrialization is much less advanced. The island of
Sumatra takes a distant second place to Java in terms of industrial development, accounting for
some 12.6 per cent of the country’s total number of medium- and large-scale establishments
involved in non-oil/gas manufacturing in 1989, and 13.6 per cent of the labour emploved by these
cstablishments. All principal branches of manufacturing are represented on the island, although
only the province of North Sumatra has a well diversified industrial base with firms in 27 different
ISIC categorics. As the main centre of Indonesia’s plantation agriculture, this province has a
strong raw material base for the agricultura! and wood processing industries, which in 1989
accounted for 519 of the 962 medium- and large-scale manufacturing enterprises in the province.

Table 11.16. Regional distribution of medium- and large-scale manufacturing establishments,
1989

Number of branches ,

Number of establishments (ISIC 3-digits) Number of workers®
Sumatra 1,853 28 307,956
Aceh 83 16 13,369
North Sumatra 962 27 148,533
West Sumatra 108 15 15,146
Riau 195 18 33,532
Jambi 101 10 19,232
South Sumatra 229 20 45,359
Bengkulu 14 6 970
Lampung 160 20 31,815
Java 11,534 28 1,723,352
Jakarta 2,100 25 289,343
West Java 3,505 28 571,144
Central Java 2,457 28 328,001
Yogyakarta 163 21 20,751
East Java 3,309 28 514,113
Bati 328 19 26,311
Nusa Tenggara/Timor 126 15 15,282
West Nusa Tenggara 97 13 13,648
East Nusa Tenggara 21 8 1,369
East Timor 8 7 265
Kalimantan 433 19 132,630
West Kalimantan 110 11 35,088
Centrai Kalimantan 64 ? 18,178
South Kalimantan 140 13 35,668
fast Kalimantan 119 15 43,696
Sulawes i 320 22 30,988
North Suiawesi 79 14 5,485
Central Sulawesi 50 8 5,852
South Sulawesi 157 19 18,083
Southeast Sulawesi 34 7 1,568
Maluky 48 10 14,894
Irian Jaya 34 7 4,757
Indonesia 14,676 28 2,259,170

Source:  Government of Indonesia, Central Bureau of Statistics. unpublishes data,

a/ Includes non-paid family labour.
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Since the mid-1980s the Government of Indonesia has been actively promoting the industrial
development of the Riau islands near Singapore, and the island of Batam in particular. In order
to attract increased foreign investment into the region, the government has permitted full foreign
ownership of enterprises established by foreign investors in Batam since late 1989. In carly 1991,
it agreed with the Governments of Singapore and Malaysia te link Batam, Singapore and the
Malaysian State of Johore into a “triangle of growth”, allowing cach of these eatities to benefit
from the complementary resource endowments of the other two. As a result of these
developments, Batam and its neighbouring islands are rapidly developing into important industrial
locations.

The other regions of Indonesia are still in their industrial infancy. The bulk of the manufacturing
activity in these regions consists of small-scale and handicraft production for the small local
markets, or involves the processing of local raw materials in enclave establishments using
significant quantitics of imported capital and, in many cases, labour. Although the government
has sought to stimulate a more broadly based industrial development of the eastern parts of
Indonesia in recent years, and offered a variety of investment incentives in pursuit of this goal, the
remoteness of these regions and their lack of adequate infrastructure and markets will inevitably
restrain their industrial development for some time to come (see Table I1.16 above).

F. ENVIRONMENTAL ISSUES

The surge of manufacturing activity during recent years has inevitably placed an increased burden
on the environment. This has been exacerbated by the fact that many of the most rapidly
expanding industries (such as the wood products industries, the pulp and paper industries, the
chemical industries and the engineering industries) bave a particularly high potential for causing
wide-ranging environmental damage, including land denudation and soil erosion, water and air
pollution, and a loss of ecological habitats and biodiversity. To minimize this environmental
damage, such industries must employ a variety of complex environmentally-friendly production
techniques and equipment, which have for the most part been developed relatively recently and
tend to be more costly than their conventional counterparts.

Although the cnvironmental risks of economic and industrial development began to be publicly
acknowledged in Indonesia in the late 1970s (sce Chapter I - Environmental policies), it was not
until almost a decade later that serious attempts began to be made to limit the potential
environmental damage arising from this economic development. The first major step in this
dircction was only taken in 1987, when the government began to require environmental impact
assessments for all major investment projects. A formal government agency to monitor and
regulate the environmental cffects of the development process was not established until 1990.

The relatively late introduction of these mechanisms to control the environmental degradation
caused by economic development has resulted in a severe paucity of relevant empirical data.
While it is thus not possible to determine the precise impact of ecomomic and industrial
development on the environment because of a lack of appropriate quantitative studies, there is
much qualitative evidence to indicate that this impact has been considerable in some cases.
Jakarta, one of the most intensively industrialized regions of Indonesia, is almost permanently
shrouded in a cloud of yellow smog, which is particularly clearly visible from its northern maritime
approaches. The river is also heavily polluted, and the northern suburbs and canal networks of

the city ncar the port of Tanjung Priok consist of little more than a malodorous treacly black
sludgc.
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With much greater attention now being paid to environmental issues, both by the government and
by a growing number of local and national non-governmental organizations, pressures for the
adoption of more environmentally friendly technologies are bound to increase. With similar
pressures also being faced by Indonesia’s foreign competitors, the emplovment of such
technologies will pot necessarily result in a serious loss of Indonesia’s international
competitiveness. On the contrary, it will ensure that Indonesia’s programme of industrial
development is sustainable over a longer period without unduly endangering the country’s natural
resource base and the health of its population.

G. TRADE IN MANUFACTURES
Imports

As an essentially resource-based economy, Indonesia has long been dependent on imports to
satisfy its demand for manufactures. Although this dependence has been reduced as a result of
the industrial development achieved during the past two decades, manufactures continue to
constitute the bulk of Indonesia’s imports. As indicated in Table I11.17, the share of manufactured
products declined, with some modest ycar-to-year fluctuations, from almost 96 per cent in 1975
to approximately 85 per cent in 1990.

Table 11.17. Share of manufactures in total imports, 1975-1990, selected years
(Percentage)

1975 1980 1985 1986 1987 1988 1989 1990

All manufactures 95.8 87.9 81.7 84.1 854 86.3 846 84.6
Capital goods 33,5  32.1 33.0 354 37.c 36.9 34.7 39.3
Processed food 10.8 10.1 3.0 3.1 3.4 4.2 4.1 2.2

Source:  UNIDO database, (PPD/IPP/REG).

This decline in the proportion of manufactured imports has been accompanied by a significant shift
in their composition. Particularly noticeable in this context has been a steady, if gradual, rise in
the share of capital goods imports as the development of Indonesia’s own downstrcam processing
and manufacturing has increascd the demand for capital goods nceded by these industrics and
reduced the need to import consumer goods. Processed foods, for example, accounted for 10.8
per cent of the value of all imports in 1975 but less than 2.2 per cent in 1990.

These trends are confirmed by the data in Tablc 11.18, which provide a more detailed breakdown
of the composition of manufactured imports by major product groups. While the share of
processed food declined, the share of textiles and garments rose, largely as a result of the
incrcased import of cotton yarns and other intermediate textile products by Indoncsia’s own
burgeoning textile and garments industries. Meanwhile, a decline in the share of iron and steel
products, representing a variety of finished goods increasingly being manufactured within
Indonesia, was more than offset by a sharp rise in the share of machinery and equipment imports
from some 44 per cent in 1975 to almost 56 per cent in 1990.
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Table 11.18. Composition of manufactured imports by major product category, 1975-1990,
selected years
(Percentage share)

1975 1980 1985 1986 1987 1988 1989 1990

Processed foods, beverages,

tobacco 11.3 11.4 3.7 3.7 4.0 4.9 4.9 2.6
Textiles and garments 3.7 2.5 1.9 2.3 2.4 3.2 4.6 5.3
Wood products, furniture 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.2
Paper, printing, publishing 1.3 1.9 2.1 1.8 1.7 1.4 1.3 1.2
Chemicals 24.6 25.6 28.4 29.3 29.1 28.2 28.2 24.2
Non-metallic minerals 2.2 1.3 2.4 1.7 1.3 1.1 1.4 1.1
Basic metals, iron and steel 12.1 11.8 11.0 9.3 8.7 10.1 9.6 9.4
Machinery and equipment 44.3 44.8 50.0 51.2 52.4 50.7 49.3 55.6
Miscellaneous products 0.3 0.7 0.4 0.6 0.4 0.5 0.6 0.5

Source:  UNIDO database, (PPD/IPP/REG).

Exports

The export performance of Indonesia’s manufacturing industry bas been determined in large part
by the industrial policies pursued by the Government of Indonesia. Until the mid-1980s, these
policies were aimed primarily at import substitution, as a result of which the share of industrial
products in the country’s exports increased only very slowly. The collapse of international oil
prices in 1985-86 resulted in a sharp re-orientation of industrial policy towards the promotion of
manufactured exports. As shown in Table I'.19, the impact of this policy shift has been dramatic.
From less than 16 per cent in 1975, the contribution of manufactures to Indonesia’s total export
carnings increased only slowly and fitfully to about 27 per cent in 1985. Since then it has increased
sharply and continuously to almost 54 per cent in 1990.

Table 11.19. Share of manufactures in total exports, 1975-1990, selected years
(Percentage)

1975 1980 1985 1986 1987 1988 1989 1990

A1l manufactures 159 18.1 26.8 39.3 42.4 487 52.2 53.]
Capital goods 0.5 0.2 02 04 94 0.5 0.8 1.5
Processed food 7.5 7.4 10,0 13.2 1.7 13.6 11.8  10.9

Source:  UNIDO database, (PPD/IPP/REG).

The product composition of Indonesia’s manufactured exports has likewise experienced a number
of significant changes in recent years as a result of the cxpansion and diversification of the
country’s export-based manufacturing industry. In particular, the share of processed foods and
chemical fertilizers, which constituted the mainstay of Indonesia’s manufactured exports in the
1970s and early 1980s, has declined sharply as the range of manufactured exports has increased.
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The most significant gains have been made by the textiles and garments industry and the wood
processing and furniture industry, which together accounted for almost half of the value of all
manufactured exports in 1990. Their dominance is likely to experience a degree of erosion in the
coming years, however, as the diversification of manufactured exports continues and such
industries as consumer electronics, which are only now being established on a significant scale,
gain ground (see Table 11.20).

Table 11.20. Composition of manufactured exports by major product category, 1975-1990,
selected years
(Percentage share)

1975 1980 1685 1986 1987 1988 1989 1990

Processed foods, beverages

and tobacco 47.5 40.7 35.6 337 27.7 27.8 22.7 20.2
Textiles and garments 0.6 4.3 11.9 14.6 15.8 17.4 19.6 25.1
Wood products, furniture 0.2 1.9 18.8 19.4 26.4 24.5 23.6 24.3
Paper, printing, publishing 0.8 0.2 0.4 0.6 1.3 1.6 1.6 1.3
Chemicals 37.4 32.5 14.1 17.2 15.4 12.4 13.9 14.9
Non-metallic minerals 0.1 0.8 0.6 1.0 1.4 2.2 2.3 1.7
Basic metals, iron and steel 9.6 15.5 14.2 9.5 9.9 10.2 11.2 6.3
Machinery and equipment 3.7 3.9 3.9 3.1 1.9 2.7 3.6 5.1
Miscellaneous products 0.2 0.1 0.3 0.8 0.3 1.3 1.4 1.2

Source:  UNIDO database, (PPD/IPP/REG).

H. INTERNATIONAL COOPERATION FOR INDUSTRIAL
DEVELOPMENT

Indonesia has a long standing technical cooperation relationship with the specialized agencies of
the United Nations, the bulk of whose assistance is coordinated through the United Nations
Development Programme (UNDP). The government's technical cooperation priorities reflect the
structure of its overall development programme, which is based on the view that public efforts
should be concentrated on infrastructural, agricultural, human resources and regional development.
By contrast, the development of manufacturing industry is expected to be funded and executed
primarily by the privatc scctor.

Until thc mid-1980s, the technical cooperation programmes of the United Nations agencics were
structured on a sectoral basis without any specific themes. This structure was adjusted significantly
after 1986, however, in linc with the reorientation of government policies triggered by the collapse
of international oil prices. In particular, these changes involved the introduction of three cross-
sectional themes:

Employment crcation, income generation and entrcprencurship development;
Promotion of non-oil/gas exports; and

* Fulfilling the basic aceds of the Indoncsian population.ﬂ/
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The Fourth Country Programme for Technical Cooperation with Indonesia, was drawn up by the
UNDP and other United Nations agencies to coincide with the country’s Fifth National
Development Plan (Repelita V, April 1989 - March 1994). Its principal aim is to support the
government’s cfforts to achicve the five development objectives set for Repelita 1, namely:

poverty alleviation;

strengthening the econcmic base of the nation;

socio-economic and physical infrastructure development;
environmental protection and management of natural resources; and
managing development.

As a vchicle for the achievement of these objectives, the government has identified 11 major
multiscctoral programmes, all of which refer to more than one development objective. These
programmes comprisc:

*

*

meeting the basic needs of the Indonesian population;
employment creation;

promotion of income potentials;

promotion of cntreprencurship and skills development;
promotion of non-oil exports;

technology development;

tafrastructure development;

enhancement of the environment and natural resources management;
public sector efficiency;

social and community participation; and

regional development.

These objectives and programmes established by the Government of Indoncsia have formed the
main basis {or determining UNIDO's technical assistance activities to the industnal sector during
the period of the fourth country programme. A number of projects aiming to meet onc or more
of the government’s objectives have been proposed in this context. These include projects for:

*

»

development of small-scale industries with emphasis on subcontracting linkages:
domestic processing of natural resources and commaoditics

aimced at increasing domestic value added and export revenucs:

rural industrialization;

supporting both privatc and public scctor industrial activitics:;

technology development and innovation; and

minimizing the extent of environmental damage resulting from

the industnalization process.

UNIDO had ten approved and/or operational techaical cooperation projects in Indoncsia in carly
1993, of which seven were large-scale projects with total budgets of $150,000 or more. Two of
these had budgets of more than $1 million, these can be seen in Annex Table A-32.
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NOTES TO CHAPTER 11

1/

3/

4/

6/

7/
8/

9/

The very concept of economic dualism was devised in reference to the situation prevailing
in pre-independence Indonesia by Bocke, a one-time Dutch colonial civil servant based
in the then Dutch East Indies. For critical reviews of Bocke's theories see Higgins, B.H..
“The ‘Dualistic Theory ' of Underdeveloped Areas”, Economic Development and Cultural
Change, vol. 4, No. 2, January 1956, and Sadli, M., "Reflection on Boeke's Theory of
Dualistic Economies”, in Glassburner, B., The Economy of Indonesia - Selected Readings,
Cornell University Press, Ithaca and London, 1971

Booth, A., and McCawley, P., "The Indonesian Economy Since the Mid-Sixties™, in Bouoth,
A., and McCawley, P. (eds.), The Indonesian Economy During the Soeharto Era, Oxford
University Press, Kuala Lumpur, 1981, Table 1.2, p. 5.

Booth, A., and McCawley, P., “The Indoncsian Economy Since the Mid-Sixties™, in Booth,
A., and McCawley, P. (eds.), The Indonesian Economy During the Soeharto Era, Oxford
University Press, Kuala Lumpur, 1981, Tables 1.1 and 1.2, pp. 4-5.

Hill, H., "Manufacturing Industry”, in Booth, A. (Ed.), The Oil Boom and Afier -
Indonesian Economic Policy and Performance in the Soeharto Era, Oxford University
Press, Singapore, 1992, p. 209. Hill has pointed out, however, that the share of
manufacturing in GDP did not rise appreciably in terms of current prices until the mid-
1980s becausc of "the boom in the oil sector, which squeezed not only the competitivencss
of other tradables but also their shares of GDP".

For a comprechensive analysis of Indonesia’s industrialization in the 1980s, sec Torben M.
Roepstorff, “Industrial Development in Indonesia: Performance and Prospects™. Bulletin

of Indonesian Economic Studies, Special Issue in honour of Professor H. W. Amdt, Vol.
XXI, No. 1, April 1985; UNIDO Indonesia Industry Sector Study "Prospects for Industrial
Development and for a Capital Goods Industry in Indonesia”, UNID(Q/1S.479 and Add.
I and 2, 20 July 1984, 3 volumes and UNIDO Industrial Development Review "Indoncsia -
Changing Industrial Priorities”, UNIDOQ/PPD.60, 29 Qctober 1987,

This point has been made particularly forcefully by Hill, who notes in a recent article that
"to specak of the “industrial sector® as a homogenous entity is clcarly misleading™. Hill,
H., "Manufacturing Industry’, in Booth, A. (Ed.), The Oil Boom and After - Indoncesian
Economic Policy and Performance in the Soehanto Era, Oxford University Press,
Singapore, 1992, p. 206.

Central Burcau of Statistics, Statistical Year Book of Indonesia 1991, Jakarta, 1992, p. 254,

Hill, H., "Indoncsia’s Industrial Transformation, Part I1", Bulletin of Indonesian Economic
Studies, Vol. 26, No. 3, 1990, p. 87, fn. 31.

Hill, H., "Indonesia’s Industrial Transformation, Parts | & II", Bulletin of Indonesian
Economic Studies, Vol. 26, Nos. 2 and 3, August and Dccember 199%),
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10/

1’

I,

The 1986 industrial census in fact refers to 1935 for medium and large scale firms, and
to 1986 for small-scale firms. In order to assure comparability, Hill adjusted the data for
small-scale  enterprises back to 1985 as well (Hill. H.. “Indonesia’s  Industrial
Transformation: Part I'. Bulletin of Indonesian Economic Smdies. Vol. 26. No. 2. August
1990, p. 81). The column for the 1930 industrial census tn Table 1.2 thus refers to 1985

Central Burcau of Statistics. Statistical Yearbook 1991, Table 6.1.1.. pp. 260-261.

As in the case of the output data presented in Table 112 (see note 10), the emplovment
data presented in this table under the 1980 column in this table also refer to 1985,

The emplovment impact of the Indonesian government's increasing promotion of heavy
upstream industries since the mid-1970s became the subject of an interesting debate
between analysts of the Indonesian economy in the late 1970s. According to one view,
the available data suggested that the rapidhy emergine modern medium and large scale
industrics had generated a substantial growth in employment of more than 11 per cent
per annum in 1970-73 and about 8.6 per cent per arnaum in 1974-77 (McCawley, P, and
Tait, M., "New Data on Employment in Manufactuning, 1970-777, Bulletin of Indonesian
Economic Studies. Vol. XV, No. 1, March 1979, p. 131). This view was contested strongly
by other mformed analysts of the Indonesian cconomy, who argued that the medium and
large scale industries had only @ modest employment impact. and that the bulk of
manuiacturing employment growth recorded during this period had been attributable to
the cottage and small scale industries (Dapice, D.. and Snodgrass. D.. "Employment in
Manufacturing, 1970-77: A Comment”. Bulletin of Indonesian Economic Studies. Vol XV,
No. 3 November 1970, especially pp. 129-130). Reflecting upon this debate with the
benefit of hindsight and the results of the 195 industrial census a decade later, Hill noted
that "it s now clear that this carlier pessimism [as expressed by Dapice and Snodgrass|
was not justificd. Employment grew rapidly over the period 1975-86, in large and medium
and small firms” (Hill, H., "Indonesia’s Industrial Transformation:  Part 1", Bulletn of

By

Indonesian Economic Studices. Vol. 26, No. 2. August 199, p. 91).
it p

The most important weakness of these data anses from the fact that they are derived
from random sample surveys conducted at different enterprises and not necessarily at the
same time of the year. Consequently, the absolute numbers of workers determined by
these surveys fluctuate considerably from vear to year, both in overall terms and between
categories of educational achievement. By calculating the distribution of the workforee
between educational categories for individual vears and then comparing these results
between years, however, it i possible to arrive at a reasonable approximation of inter-
temporal trends.

UNIDQO, Bomen an Indusiry - Country Information: Indonesia, Update September 1992,
p- 4

As noted above, these data refer only to medium and large scale enterprises in the non-
oil/gas manufacturing scctor,

Hill. H.. "Indoacsia’s Industrial Transformation - Part 17, Bulletin of Indonesian Economic
Studies, Vol. 26, No. 2, page 88,

A number of important Indonesian companics, including the kretek cigarette manufacturcr

PT Pcrusishaan Rokok Tjap Bentocl. the diversified food processing group PT Mantrust,
and the industrial and financial Summa conglomerate. Sce the Economist Intelligence
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Unit, Country Repont: Indonesia, Nos. 3-1991 (p. 14), 2-1992 (pp. 23-24) and 1-1993 (pp.
21-23).

19/ Hill, H., "Manufacturing Industry’, in Booth, A. (¢d.), The Oil Boom and After -
Indonesian Economic Policy and Performance in the Soeharto Era, Oxford University
Press, Singapore, 1992, page 231.

20/ Thee Kian Wie and Yoshihara, K., "Foreign and Domestic Capital in Indonesian
Industrialization”, Southeast Asian Studies, Vol. 24, No. 4, 1987, p. 343.

21/ United Nations, Governing Council of the United Nations Development Programme,
"Fourth Country Programme for Indonesia”, Document No. DP/CP/INS/4, 4 March 1991.
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III. INDUSTRIAL BRANCH PROFILES

A. AGRO-INDUSTRIES

STARCHY STAPLE FOODS
The resource base

Of the wide range of agricultural activities practised in Indonesia, smallholder production of staple
foods has traditionally been the most important, accounting for more than 60 per cent of total
agricultural output for much of the 1980s. The principal food crop produced and consumed in
Indonesia is rice, and the country has been essentially self-sufficient in rice since 1985, although
modest quantities had to be imported after a severe drought in 1991. Other staple foods produced
and consumed in substantial quantities include maize, cassava, sweet potatoes and sago, of which
the last plays a particularly important role in the eastern islands of Indonesia. Demand for wheat
has risen steadily since the mid-1960s, but has been met almost entirely by imports as domestic
production capacity has remained negligible (see Table I11.1).

Table I1L.1. Production of starchy staple foods,” 1970-1991, selected years
(Thousand tonnes)

1970 1975 1980 1985 1988 1989 1990 1991%/

Rice/ 3.4 29.2 297 39.0 41.7 447  45.2  44.3
Mai zed/ 2.8 2.9 4.0 4.3 6.7 6.2 6.7 6.2
Cassava®/ 105 12.5 137 141 155 17.1 158  15.8
Sweet potatoesS/ 2.2 2.4 2.1 2.2 2.2 2.2 2.0 2.0

Source:  Government of Indonesia. Central Bureau of Statistics, /ndikator Ekonomi, vanous issues.

a/ Data for sago not available
b/ F'stimate.

¢/ Threshed, unhusked.

d/ Shelled.

e/ Roots.
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RICE
Past trends

The importance of rice production and consumption in Indonesia has ensured that rice milling has
historically been onc of the country’s most important agro-industrial activities. This process, which
involves the separation of the rice kernel from the husk, was traditionally carried out on the
smallholdings. mainly by women, with the threshed but unhusked grains being pounded by hand.
Within a very short space of ume in the early 1970s, however, thesc traditional hand pounding
techniques were displaced almost entirely by the widespread introduction of mechanized milling
facilities in all of the major rice producing regions of Indonesia.!/ Most of these mills are
relatively small in scale and use comparatively simple technology. They are located mainly in rural
areas, and operated by small local entreprencurs or cooperatives. With rice continuing to be
consumed mainly as a grain, further processing into flour. noodles or confectionery is extremely
limited.

Constraints and prospects

Because of the relatively simple processing technologies cmploved by the bulk of the Indonesian
rice milling industry, the technical quality of domestically milled rice tends to be comparatively
low. Rice milled in Indoncsia has, for example, traditionally had a significantly higher proportion
of broken grains, discoloured grains and foreign matter than rice milled in Thailand. Since almost
all of the locally produced rice is consumed within Indonesia, however, where much greater
emphasis is placed on variety and taste than on milling quality, its poor technical specifications do
not constitute a major constraint to the future growtk of the induslry.z’/ With rice being almost
certain to remain the preferred staple of the vast majority of the Indonesian population for the
foresecable future, and with the population itself continuing to grov: at an annual rate of some 1.6
per cent, the prospects for the rice milling industry remain favourable.

CASSAVA
Past trends

Cassava is of secondary importance as a staple food within Indoncsia, and is consumed mainly in
the form of tapioca flour or light snacks such as cassava crackers. Howcever, it ecmerged as a
significant export product during the 1980s (sce Tablc 111.2), with progressively greater volumes
of cassava chips and pellcts being shipped abroad. The European Community (EC) provides the
main market for these exports, which arc used as an input in the manufacture of animal feed. The
domestic processing activitics vary from product to product, but are relatively uncomplicated in
overall tcrms, comprising such tasks as pecling, washing, boiling, pounding or grinding, sun-drying
and, in the casc of pclicts, compressing. While the manufacture of tapioca flour and its further
processing into chips and pclicts is largely mechanized, the production of simple foods such as
cassava crackers continucs to be based in houschold cnterprises relying almost exclusively on
manual labour.

Constraints and prospects

The growing cxtcrnal demand for cassava products augurs well for a continucd rapid devclopment
of the cassava processing industry. Although exports to the biggest market, the EC, arc limitcd
by quota, the prevailing quota of 825,000 tonne: has usually been well in cxcess of Indonesia’s
realized cxports to the EC, and has not yet begun 1o act as a scrious constraint. Preparing itself
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for the time when this quota may become an obstacle, the Indonesian cassava industry has begun
to explore other markets, including China and the Republic of Korea, which in 1989 accounted for
some two-thirds of Indonesia’s total shipments of 1.15 million tonnes.

The growth of the cassava processing industry will also be supported by further increases in the
domestic utilization of cassava for purposes other than direct consumption. A highly versatile
plant, cassava can yield a variety of products, including dextrin, fructose, ethanol and organic acids,
the need for which wall increase as Indonesia’s food and chemical industries expand. Since cassava
is propagated simply by planting stem cuttings, and since Indonesia has vast areas of suitable land
not yet planted to the crop, the growth of the industry will also not be hampered by supply
constraints.

Table 1112, Exports of cassava-based products, 1986-1991
(Thousand tonnes)

1986 1987 1988 1989 1990 1991
Tapioca chips 205.0 451.4 583.9 833.9 465.5 ..
Tapioca pellets 219.6 331.7 502.1 310.3 346.5 ..
Others - - - 1.7 0.3 ..
Total®/ 424.6  783.1 1,086.1 1,145.9 812.2 1,019.2%/

Sources:  Government of Indonesia. Central Bureau of Statstics. Indikator Ekonom, vanous issues. Figures for 1991
total from Department of Agnculture, Jakarta

a/ Totals may not add duc to rounding.
b/ Estimate.

SAGO
Past trends

Another staple food to reccive incrcased recognition in recent years is sago, which is initially
processcd into flour for cooking and further industrial processing. Though found in many parts
of Indonesia, this commodity forms an important part of the popular diet only in the eastern
islands, and in thc prevince of Maiuku in particular, where it used to be obtained almost
exclusively from wild growing stands of the sago palm and coaverted into flour by means of
traditional processing methods. Industrial processing is at present still conducted on a
comparatively small scale, with the latest available data showing that Indonesia had 446 enterprises
producing sago flour or starch, with a total annual capacity of approximately 48,600 tonnes, in mid-
1992 (scc Table 111.3).

Sincc 1990, however, the Government of Indonesia has actively promoted the commercial
cultivation and processing of sago as an alternative to other more costly staples such as rice and
whcat, and as a raw material for thc manufacturc of a varicty of products, including fructosc,
maltose, glucose, dextrine, alcohol, cthanol, monosodium glutamate, plywood adhesives, textiles
and paper. Scveral large-scale firms have alrcady been sct up to cxploit Indonesia’s sago
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resources, both through the utilization of existing stands of natural sago forests and the planting
of sago estates. The most important of these are the State-owned Inhutani | forestry corporation,
which is pioncering the development of industrial sago processing in Maluku, and the privately
owned firms PT Sagindo Sari Lestart and PT Sagu Sari, which are doing the same in Irian Jaya
and West Kalimantan, respectively.

Constraints and prospects

Prospects for sago processing are similarly bright. The government’s recent initiative to promote
the large-scale commercial exploitation of Indonesia’s extensive sago resources has attracted a
strong response from the country’s business community. A study published in mid-1992 indicated,
for example, that 13 large companies had been licensed to operate in Irian Java alone in 1990-
19913’ The same study provides an indication of the industry's future potential by reference to
its recent growth in Malaysia. where the modernization and expansion of processing plants resulted
in the volume of flour increasing from 53,000 tonnes in 1984 to 85,000 tonaes in 1988, and where
sago flour has become an important input for the production of noodles, monosodium glutamate,
glucose, maliose and dextrose.

Table 1113, Sago processing industry, 1992

Number of Capacity
Location enterprises tonnes/year
Riau 92 39,020
Maluku 92 4,620
West Kalimantan 36 1,749
North Sulawesi 81 1,317
Lampung 2 822
Soutn Kalimantan 50 684
South Sulawesi 80 157
East Kalimantan 7 79
Irian Jaya k] 75
South Sumatra 1 75
South-east Sulawesi 2 24
Total 446 48,622

Source.  Cengkawak. Sutcja. "In Sago Business. Indonesia Mahes One Step, Malavsia Makes Gireat Strdes”™. Bisimens
News, No. 5270. 12 June 1992, Jakarta

MAIZE AND SWEET POTATOES
Past trends

The other two principal starchy staples produced in Indonesia, maize and sweet potatoes, are
grown primarily for domestic consumption. The bulk of the maize produced in the country is
caten on the cob without any significant processing, although modest quantitics arce also utilized
for the production of corn-mcal, corn-oil and maizc-bascd animal feeds. Swect potatocs are
likewisc caten mainly without any further processing except pecling and cooking in the home, with
only a small amount of domestic production being converted into pre-processed snacks. usually
in small-scalc houschold cnterpriscs.
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Constraints and prospects

Since both maize and sweet potatoes enjoy oanly a imited consumer appeal in Indonesia, where
they are regarded as inferior food staples. it appears unlikely that domestic demand will rise
sufficiently in the foresceable future to induce a marked increase in the productica and processing
of these foods. Some increase may. however, be expected in the demand for commercially
produced snacks. such as chips and popcorn, as a result of the spread of foreign cultural
influences, especially in the major urban areas. Farther afield. there may be some scope for the
export-oricated production of foods and feeds based on maize and sweet potatoes. but this has not
vet been explored or identified to any significant degree.

WHEAT-BASED PRODUCTS
Past trends

Rising income levels have resulted in a significant increase in demand for wheat-based products.
such as bread, biscuits and noodles. especially in the urban areas of Indonesia.  Since virtually no
wheat is grown in Indonesia. this growth in demand is highlighted by the expansion of imports
since the 1970s, from neghigible amounts of wheat grain and 355.000 tonnes of wheat flour in 1970
to 2.2 million tonnes of wheat grain and an additional 52,000 tonnes of wheat flour in 1991. This
shift in the balance of imports between grain and flour also illustrates the growing capacity of the
domestic flour milling industry. which is dominated by PT Bogasari Flour Mills, a company
belonging to the large Salim conglomerate.

The steady expansion of the domestic fiour milling capacity has been accompanicd by a
corresponding growth in downstream processing activitics, including the production of bread,
biscuits, pasta and instant noodles. While bread is mainly produced and sold fresh by a varicty
of local bakerics. ownership of the other branches of the wheat-based food industry is highly
concentrated in a relatively small number of business groups. The largest of these are the
Indofoud group (also part of the Salim conglomerate). which has been particularly active in the
production of pasta and noodlcs. and the Khong Guan group. which dominates the biscuit industry.

The production of instant noodles has incrcased particularly rapidly in recent vears, with the total
volume of oulput growing at an average annual rate of 11.3 per cent from 883.2 million packs (of
75-85 grammes cach) in 1985 to almost 1.4 billion packs in 19%. During the same period the
volume of exports has risen from ncgligible levels to almost 40 million packs worth $3.2
million.*  Biscuit production. which has its origins in the establishment of the PT Khong Guan
Biskuit Factory Industrics Ltd in Surabaya in 1956, has also grown rapidly in the past five years
from 37.500 tonancs in 1986 to 50.500 tonnes in 191, The bulk of this output is consumed
domesltically, however, with ¢xports amounting to less than 2,400 tonnes in 1991

Constraints and prospects

The continuing growth of demand for high-quality foods bascd on wheat will also prompt a further
cxpansion of the wheat processing industry.  Particularly rapid growth is likely to be achieved in
the highcr-valuc-added downstream branches of the industry involved in the production of biscuits
and pasta-typc foods, including instant noodles, which have alrcady attracted considerable investor
interest in recent years. The growth of these industries will be further supported by an increased
penctration of export markets, as indicated by a recently established macaroni plant with an annual
capacity of 55,80 tonnes, of which more than 53,000 tonnes are carmarked for export.®/
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FRUIT AND VEGETABLES
The resource base

In view of its equatorial location and its varied topography. Indonesia has the capacity to produce
a wide range of tropical and temperate fruits. These include a vanety of citrus fruits, lvchees and
rambutans, melons and mangoes, pincapples and paw paws. and even strawberrics. In addition,
the country also produces a range of vegetables.

Past trends

The local marketing system for fruits and vegetadles remains embryonic. and by far the largest
proportion of Indonesian fruits and vegetables are consumed fresh. Rising incomes and changing
life styles, especially in urban areas, are beginning to generate a growing demand for prepared
foods, however, including canned and frozen fruits and vegetables as well as jams and juices.
Responding to this growth in domestic demand. and to a recognition of the strong demand for
many such products in overscas markets, many Indonesian business groups have entered the field
of preserving and marketing fruits and vegetables in recent vears.

The fruit canning industry has attracicd particularly strong investment interest, which has cnabled
it to record an average annual rate of production growth of 4 per cent since: the mid-1980s. The
industry has a strong export oricntation (see Table [11.4), with the proportiorn of total output
shipped abroad having risen from 27 per cent in 1987 to 64 per cent in 1991, Its main output is
canned pineapple, although it also processes a variety of other fruits.”/

Tak:2 1114. Canned fruit production and exports, 1987-1991
(Thousand tonnes)

1987 1388 1989 1990 1991
Production 75.3 83.6 85.5 86.5 87.2
Exports 27.0 27.7 48.4 48.8 63.9
Exports as per cent of production 35.9 33.1 56.6 56.4 73.3

Source:  "Canned Fruit Industry has GGood Prospects of Growth”, Indonesian Commercial Newsletter, No. 103, 13 July
1992, Jakana.

The vegetable canning industry is devoted primarily to the production of canncd mushrooms, of
which Indoncsia is becoming a major producer. The total production capacity of the mushroom
canning industry amounted to more than 90,000 tonnes per year in 1990, and is continuing to
expand rapidly. In 1991 alone, the BKPM licensed six investment projects in the mushroom
canning industry with a total capacity of more than 35600 tonnes per ycar, Mcanwhile,
entreprencurs arc also beginning to turn their attention to other vegetables, such as asparagus and
baby corn. As these newer industries have heen developed, so the share of canned mushroom
cxports in total exports of canned vegetables has declined from almost 97 per cent in 1985 to less
than 40 per cent in 1989 (scc Table 111.5).3/
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Table I1LS. Exports of canned mushrooms, 1985-1990

Per cent of total

Thousand canned vegetable

Year tonnes exports
1985 0.2 96.9

1986 1.9 98.2

1987 2.3 90.7

1988 1.9 36.5

1989 3.6 39.2

1990 5.7

Sources:  “Food Canming Industry: Condition and Prospects”, Indonesian Commercial Newsletter. No. 66, 24 December
1990. Jakarta.
“Indonesia has the Potenual to be a Mushroom Supplier”. Indonesian Commercial Newsletier, No. 88 15
November 1991

Constraints and prospects

The principal constraint facing the Indonesian fruit and vegetable canning industry is the uncertain
availability of appropriate raw matcrials. While Indonesia is able to produce a diversity of crops
suitable for canning, the essentially small-scale nature of much of this production by pecasant
farmers renders it difficult for canners to obtain fresh fruits and vegetables of a sufficiently and
consistently high quality. The problem is exacerbated by the remoteness of many cultivation sites,
and the absence of an adequate transport infrastructure for the cfficient movement of highly
perishable produce.

Thesc supply problems represent a particularly significant constraint in the casc of export-oricnted
canping opcrations, where product quality is a prime consideration. Frequently, these problems
can only be overcome by a high degree of vertical integration, with canning enterprises having to
maintain their own plantations in order to cnsure an adequate and uninterrupted supply of raw
matcrials. This approach has been adopted by scveral major cannceries in Indonesia, especially
those producing pincapplcs and mushrooms.

If the problems assoctated with the supply of raw materials can be resolved, the prospects for the
fruit and vegetable canning industry appear extremely bright. Considerable export potential still
remains in 2 number of external markets, including the EC, Japan and the United States. In
addition, several of Indoncsia’s regional competitors, such as Thailand and the Philippines, arc
beginning to expericnce land shortages and rising labour costs, thereby providing Indonesia with
an opportunity to incrcasc its sharc of markets traditionally supplicd by these competitors. The
industry itself has considerable cxcess capacity, which could permit 4 rapid expansion of output
as new market opportunitics are realized.

ANNUAL AND PERENNIAL CASH CROPS
The resource base

Although starchy staplc foods account for some two-thirds of total agricultural output in Indoncsia,
the country also produces a wide varicty of food and non-food cash crops, including palm oil,
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coconuts, soya beans, groundnuts, coffee, tea, cocoa, sugar, spices (especially pepper, cloves and
nutmeg), rubber and tobacco. These are grown both by smallholders and by publicly or privately
owned estates, with cash crops produced by smallholders accounting for an average of 12-14 per
cent of total agricultural production during the past te~ years, and those produced by agricultural
estates rising from about 2 per cent to about 4 per cent of agricultural output during this period.
With the exception of sugar, these crops are produced predominantly for export, and Indonesia
is a leading supplier of many of them on world markets. Indonesia’s production of sugar cane,
though substantial, still needs to be supplemented with imports to cover domestic requirements.

Past trends

Despite year to year fluctuations caused by climatic conditions and changes in the market
environment, a dramatic incrcase has been witnessed in the production of most major cash crops
since the 1970s. This has been accomplished both by an expansion of planted area and the use
of higher yielding plant varieties. It has also been accompanied by efforts to enhance the quality
of smallholder production, primarily tnrough the promotion of nucleus estate and smallholder
(NES) schemes, whereby estates are reguired to provide surrounding smallholders with a variety
of land clearing, extension, technical and marketing services (see Table I11.6).

Table I11.6. Production of cash crops, 1970-1991, selected years

(Thousand tonnes)

1970 1975 1980 1985 1988 1989 1990  1991%/
Palm oil 216 411 101 1,243 1,800 1,965 2,413 2,658
Palm kernels 48 83 126 258 360 393 504 551
Copra 1,208 1,391 1,759 1,920 2,139 2,208 2,332 2,305
Soy- beans 498 590 653 870 1,270 1,315 1,487 1,541
Gre .ndruts 281 380 470 528 589 620 651 646
Coffee 186 171 285 k391 386 401 413 419
Tea 63 69 106 127 137 141 155 158
Cocoa 2 4 16 45 102 120 155 180
'Sugarh/ 713 1,030 1,249 1,89¢ 2,004 2,108 2,256 2,233
Pepper</ 17 23 37 a1 56 68 70 7
Cloves 15 19 39 42 61 65 66 84
Nutmeg 9 14 18 14 15 15 - ..
Rubber 809 1871 1,002 1,055 1,176 1,209 1,275 1,284
Tobacco 75 93 116 161 116 81 156 101
Sources:  Govermnment of Indonesia. Central Burcau of Statistics, Indikator Ekonomu, vanous issues: Supplement to the

President’s Report 1o Parliament. 1S August 1992: Bank Indonesia Annual Reports. vanous issucs.

a/ Yistimate
b/ Ciranulated.
c/ Black and white.

Most cash crops were originally grown almost entircly for export as raw materials, with only the
most rudimentary of primary processing being performed within Indonesia.  Morc recently,
however, there has been a marked shift towards the establishrient of associated downstrecam
manufacturing industries and the increased addition of demestic valuc to Indoncsia's cash-crop
bascd cxports. This trend has been actively encouraged by the government, which regards the
promotion of resource bascd manufacturing as onc of the principal objectives of its industrial
policy.
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Fig. HILA. Production of selected
cash crops, 1970-1991, selected years
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OILSEEDS

Past trends

The production of oils and oilseeds. comprising mainly palm oil, coconut oil, soya beans and
groundnuts, expandcd particularly rapidly. Oil palms arc cultivated mainly on large-scale estates,
both publicly and privately ownced, or on surrounding smallholder plots linked to the estates
through an NES rclationship. Coconut palms, soya beans and groundnuts, by contrast, arc grown
mainly on smallholdings. While the fruits of the oil palm are uscd almost exclusively for the
production of oil, the other three major oilsceds grown in Indonesia have a much wider range of
applications. Coconuts, for cxample, can be consumed fresh or processed into copra, desiccated
coconut, coconut milk and coconut meat in addition to coconut oil, and also provide coconut
watcer, and fibre. Soya bcans and groundnuts, meanwhile, are not generally used as a raw matcrial
for oil in Indoncsia, but are processed into a varicty of meals and snacks, which are consumed
almost entircly within the country. In addition, soya beans can also be processed into such
products as soya bcan cake, which ccnstitutes an important input for the expanding domestic
animal feed industry, and soya bean milk, which the Swiss dairy products manufacturer Nestlé is
planning 1o produce in East Java from the end of 1993.%

The large oil palm cstates arc usually equipped with integrated crushing facilitics to produce crude
paim oil (CPQ) and palm kerncl oil (PKO). The latest available data show that 104 palm oil mills
with a combincAd processing capacity of 3,888 tonncs of fresh oil palm fruits per hour were in
operation, and anc*her 22 plants with a total capacity of 595 tonnes per hour under construction,
in Indoncsia in 1991.1/ By contrast, the number of palm oil mills at the end of the Third Five-
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Ycar Plan, Repelita 111, in March 1984 amounted to only 47. with a total capacity of L160 toanes
per hour.!'”  Primary processing of coconut. on the other hand. is to a large extent still
conducted as a cottage industry by a large number of mills dispersed widely in the coconut growing
regions of Indonesia. The main output of these processing units is crude coconut oil (CCO).
although they also produce desiccated coconut. coconut water, coconut milk and coconut meat.

Under an arrangement in force until 1975, Indonesia’s output of CCO was used almost entirely
for the domestic production of cooking oil for iocal consumption. The inability of coconut oil
production to keep pace with the growth in demand for cooking oil gave rise to the need for the
supplies of CCO to the domestic cooking oil industry to be supplemented by additional deliveries
of CPO and PKQ. This, in turn, resulted in the introduction of a number of controls on the
marketing of CPO and PKO with effect from ! January 1979 in order to ensure the availability
of an adequatc supply of raw materials at politically acceptable prices to the cooking oil industry.
These were not lifted until June 1991, when the trade in palm oil was liberalized as part of a
general package of economic dcrcgulali(m.u-

The imposition of trade controls on palm oil and palm kernel oil in 1979 resulted in a significant
diversion of trade in these products. From having originally been intended primarily as export
products, they now began to be sold mainly in the domestic market. and exports invariably
accounted for less than 50 per cent of total production between 1980 and 1990. As a corollary of
these developments, Indonesia’s capacity to process CPO and PKO into edible cooking oil
increascd rd{ndl\ from negligible levels in the late 19705 to 600.000-800.006 tonnes annually by the
carlv 1990s,

Even though a substantial proportion of Indonesia’s production of oil palm and coconut products
is absorbed in the domestic market. considerable quantities have nevertheless continued to be
exported as well. The EC countries constitute the most important market for these exports, with
Germany, ltaly, the Netherlands, and the United Kingdom alone accounting for almost 70 per cent
of Indonesia’s total exports of CPO in 199, and France. Portugal and Spain also importing
agn.‘icant quantities (sce Table 111.7). In order to exploit the promising market opportunitics in
west, south, central and north Asia. Indoncesian entreprencurs involved in the production of CPO
have begun to offer to build CPO processing plants in several countries in these regions, including
China, India and Saudi Arabia.

Constraints and prospects

The already large and growing domestic demand for CCO and CPO based cnnl\mL oils, which has
made Indonesia the world's Jargest consumer of both coconut oil and palm oil, 1 provides the
Indoncsian oilsced processing industry with a sclid base for expansion. The fact that the vast bulk
of domestic absorption of these products is still accounted for by the cooking oil industry, the
output of which had increased to 1.1 million tonnes by 1987 and has cxpanded at an annual
average rate of 6.4 per cent since then to LS million tonnes in 1991, B also provides it with a
considcrable potential for diversification. Through further processing, both CCO and CPO can
be madc to vicld industrial lubricants, margarine, shortening, and a varicty of olcochemicals,
including glyrerin, fatty acids, fatty alcohol, detergents, surfactants and soap. Indoncsia’s industrial
capacity for the manufacture of these products remains comparatively small, and capable of
considerable expansion.

The export prospeets for CCO and CPO are more uncertain. The cffects of the normal interplay
of supply and demand in internationa! markets are reinforced by the existence of a wide range of
competing vegetable oils and animal fats, resulting in a high degree of price volatility.  The
situation is exacerbated by occasional attempts by major competitors and potential consumers such

¢ United Nanions Industnal Development Organization




Industriul Branch Profiles 85

as the United States and the EC 1o restrict imports into their own markets.'® and by their
widespread subsidization of their own oilseed exports to third-country markets. The potential for
a significant expansion of cxports nevertheless exists, especially within the Asian region, and is
being enhanced by the willingness of Indonesian CPO exporters to establish plants for the further
processing of CPO in a number of importing countries.

While the volatility of international prices poses a possible threat to the further development of
the Indonesian oilseed processing industry, the extent of this threat appears modest.  According
to recent estimates, Indonesia’s costs of production for CPO are lower than those of any of its
major compc:mor«il £ primarily as a result of the low labour costs prevailing in the country.
This allows the Indonesian industry te remain profitable even at relatively low product prices.
Though reliable data arc lacking, the same is probably also true for the CCO industry in view of
the fact that coconut cultivation i1s almost entirely in the hands of smallholders and the primary
processing of coconuts is carricd out mainly in small-scale local enterprisea.

Recognizing the favourable prospects for the palm oil industry in particular, private investors are
continuing to come forward in large numbers to establish ol palm plantations and palm oil
processing plants. In the first six months of 1992 the BKPM hcensed eight integrated projects
involving the establishment of oif palm plantations and palm oil mills. While most of these
projects are concerned only with the manufacture of CPO and PKQ. two of them also propuse the
further processing of these products into olein, stearin and fatty acids.

Table HL.7. Exports of oil palm and coconut products, 1985-1990
(Thousand tonnes)

1985 1986 1987 1988 1989 1990
Crude paim oil 518.8 566.9 551.1 731.1 781.8 815.0
Palm kernel oil .. 41.9 87.3 121.7 135.4 155.3
Copra 5.0 - - - 3.0 -
Coconut oil 192.1 5.5 118.4 206.6 191.6 210.0
Desiccated coconut 5.8 0.3 2.4 3.8 0.5 1.5
Coconut residue/meat 381.4 380.5 381.5 387.1 311.1 385.0

Sources:  CPO and PRO from (entral Burcau of Statistics. vanous publications.  Coconut products from "Very Low
Income for Coconut Growers Compared with Eamings From Other Crop Culture”, Business News, No. 5103,
10 May 1991, Jakarta

BEVERAGE CROPS

Past trends

Rapid rates of output growth since the 1970s have resulted in Indoncsia bezcoming a leading
producer of the three major beverage crops - tea, coffee and cacao. While tea and coffee have
a relatively long hlslory in the country, only the former was cultivated on a significant scale until
the carly 1970s,'% with the expansion of the latter having been largely a phenomenon of the
late 1970s and 1980s in response 1o the strengthening of international coffee prices foliowing
harvest failures in Brazil in the mid-1970s. Cacao also pegan to be cultivated on a large scale after
the mid- 1970s, but output has increased dramatically in subscquent years,
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The bulk of Indonesia’s production of these crons is exported with only minimal domestic
processing. Increasingly, however, rising domestic incomes and changes in popular tastes are
gencrating an increase in domestic demand for these products. This. in turn. is stimulating the
development of downstream industries covering all stages of processing and marketing to the retail
level. Indonesian supermarkets now stock extensive ranges of domestically produced tea and
coffee processed in a wide variety of ways. The cacao processing industry has grown at a
particularly rapid rate in recent vears, with output of processed cocoa products (including snacks)
incrcasing from less than 29.800 tonnes in 1987 to more than 33.800 tonnes in 1991, This growth
in the processing industry is also being reflected in an increase in processed exports. with the share
of cocoa paste, cocoa butter, cocoa powder and other processed cocoa products rising from 9.1
per cent in 1987 to 13.3 per cent in 1991

Table HIL8. Exports of cacao beans and processed cocoa, 1987-1991

(Tonnes)

1987 1988 1989 1990 1991
Forms of cacao:
Cacao beans 37,170 57,357 67,588 103,370 127,064
Cocoa paste - - 571 569 376
Cocoa butter 3,668 3,617 5,516 8.440 10,509
Cocoa powder 15 300 359 332 2,058
Others 43 236 2,226 5,941 6,578
Total 40,954 61,510 76,000 119,725 146,585

Source: "Condition and Prospects of Indonzsian Cacao Industny”™. [ndonesian Commercial Newsletzer. Noo 107 13
September 1992, Table ~.

Constraints and prospects

The growth of Indonesia’s tea and coffee production is likely to be constrained in the short term
by uncertain price prospects in international markets and the relatively poor guality of the
Indonesian products, with tea produced in Indonesia generally being regarded as inferior in taste
to that produced in India and Sri Lanka, and the demand for coffec in major consumer markets
shifting increasingly from the robusta varicties produred in Indoncsia to the mild arabica varicties
produced in South Amcrica and parts of East Africa.  Growing domestic consumption will
stimulate an increased demand for such products as tea bags and instant coffee, however, and will
support the continucd expansion of local processing industries for these crops.

The outlook for cacao is significantly more favourable, with continuing increases in demand
projected for both the domestic and the export markets.!”  This ongoing growth in demand will
help to fuel the further expansion of cacao production into the foresceable future.  This is
underlined by the fact that the BKPM licensed no fewer than 13 major investment projects in
cacao plantations with a total capacity of almost 53,400 toancs per year in the 18 months to July
1992, The trend towards incrcased domestic processing is also heing sustained. with ninc
investment projects in the cacao processing industry having been approved by the BKPM during
the same period.  These projects will have a combined annual production capacity of almost
112,700 tonnes of cocoa butter, 9.372 tonnes of cocoa powder, and 1,200 toanes of cocoa oil.
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Fig. Hl.B. Exports of cacao beans
and cocoa butter, 1987-1991
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SUGAR
Past trends

The cultivation of sugar cane and its milling into granulated sugar has a long history in Indoncsia,
with the sugar industry having been a particular mainstay of the Indonesian economy during the
colonial period. Even after Indoncsia gaincd Independence, the cultivation and refining of sugar
continued to be dominated by commercial firms from the Netherlands until 1957, when thesc
enterpriscs were nationalized by the Government of Indoncsia and reconstituted as State
plantation companies.?”  Stale ntervention in the sugar industry continucd cven after the
cstablishment of the New Order government, which has assigned the national logistics agency
BULOG the task of rcgulating the domestic market for sugar and imposed a wide variety of
surcharges and levies on the production and marketing of sugar.

A further significant change in the structure of the sugar industry took place after 1975, when the
government initiated a programme to promote smallholder cultivation of sugar canc?'  This
programmc, known after its Indonesian initials as TRI (Tebu Rakyat Intensifikasi), has proved very
successful, and attracted large numbers of small farmers, especially in Java, into the sugar industry.
By 1990 the proportion of smallholder sugar acreage had risen to almost 70 per cent of the total
area planted to sugar, with Statc-ownced plantations accounting for approximately 22 per cent of
the total and privately owned plantations for the remaining 8 per cent,

The high degrec of government intervention in the sugar industry has not been entirely bencficial.
The price controls and markcting regulations imposed on the industry have deterred a significant
involvement by medium and large-scalc investors in the industry, while the State-owned plantations
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and associated milhing enterprises have been operated at less than optimum cfficiency. According
to data published by the Indonesian Sugar Council (Dewan Gula Indonesia. DGI). there were 68
sugar mills in operation in 1991, of which 58 were operated by State plantation companies. Much
of this exasting sugar milling capacity has not been upgraded since Indonesia gained Independence,
and is now obsolescent. >

The shift towards increased smallholder cultivation. and the resulting increase in the use of
marginal land and sub-optimal cultivation practices. has combined with the declince in the efficiency
of the sugar milling equipment to causc a sharp fall in vield rates. Whereas yields of granulated
sugar averaged 9.7 toanes per hectare between 1970 and 1976.> the data in Table 1119 show
that they fluctuated between 5.5 and 6.5 tonnes per hectare between 1986 and 1991, In spite of
an averagce annual increase of approximately 2.3 per cent in planted area from some 325700
hectares in 1986 to 364,300 hectares in 1991. ihe output of granulated sugar consequently increased
by an average of only 2.1 per cent per annum during the same period. from 2.01 million tonnes
1o 2.23 million tonncs.

Table 111.9. Area, production and yield of cane sugar, 1986-1991

1986 1987 1988 1989 1990 1991
Area (Thousarnd hectares) 325.7 334.9 365.5 357.8 363.4 364.3
Production {Thousand tonnes) 2,012.8 2,175.9 2,004.1 2,108.3 2,255.7 2,233.2
Yield (Xilo/hectare) 6.2 6.5 5.5 5.9 6.2 6.1

Sour.os: "National Sugar Production Still L.ow”. Indonesian Commercial Newslenier, No. 85, 13 October 1991, Jakana,
Tables 1 and 2. pp. 54-55.
“Development of Sugar Industry”. Indonestan Commercial Mewslerter. No 110. 26 October 1992, Jakarta, Table
s
.p 14
"High Pnice of Sugar Caused By Too Many Cost Components. Indonesian Commercial Newslerer. Na. 109,12
October 1992, Jakarta, Table 3, p. 37

Onc of the principal downstrecam products of the sugar industry is confectionery, the production
of which has incrcased sharply in recent years. From approximatcly 28,200 tonnes in 1986,
commercial production of confectionery rosc to 45,300 tonnes in {991, implying an annual average
growth ratc of 99 per cent. This increase in production has been matched by an even more
overwhelming surge in cxports, the volume of which increascd from 78 tonnes to 14,300 tonnes
during the same period 2

Constraints and prospects

The sugar industry remains constrained by excessive regulation, which is deterring the large-scalc
new investments nceded 1o upgrade cultivation techniques and modernize the existing milling
cquipment.  The situation is cxaccrbated by the declining scope for a further cxpansion of
cultivated arca on the hcavily populatcd istand of Java, which currently accounts for some 70 per
cent of Indoncsia's total sugar canc acrcage, and the lack of suitable soil and manpower resources
in many of the outer islands. Against this background. a significant expansion of the sugar industry
appears unlikcly in the foresccable futurc.

€ United Nations Industnal Development Organization




Industrial Branch Profiles 89

Despite these unfavourable prospects. the Government of Indonesia remains committed to the goal
of achieving sclf-sufficiency in sugar. In pursuit of this goal it has initiated a number of measures
in the recent past to improve the performance of the State-owned enterpnises dominating the sugar
milling industry. In January 1991 the government thus announced plans to establish three new
sugar mills in South Sulawesi. This was followed in mid-1992 by the announcement of further
plans to set up six additional mills in the provinces of Lampung. Southeast Sulawest and North
Sulawest. Private investment interest has remained very limited. with only four projects having
been approved by the BKPM between January 1991 and September 1992,

The outlook for the confectionery business remains promising. however. During 1990 and 1991
seven project proposals for investments in the industry, with a combined capaaty of almost 25,000
tonnes per annum. were approved by BKPM. When completed. these plants will increase
Indonesia’s output of commerciallv produced confectionery by no Iess than 535 per cont.

RUBBER
Past trends

Indonesia is the world’s third largest producer of natural rubber, having been edged out of second
place only in 1990, when it was overtaken by Thatiand. Production is dominated by smallholders.,
who in 1990 accounted for 714 of total output. with State-owned plantations accounting for a
further 17.3 per cent and private plantations for the remaining 11.3 per cent.™  Almost 83 per
cent of the country’s output 1s exported as crude rubber with onlv minimal processing.

Unlike Malavsia and Thailand. where smaltholder producers have received considerable technical
and financial assistance from the goveraments. and where extensive replanting with high viclding
varictics has been undertaken, the smallholder producers in Indonesia have recenved relatively hittie
official support. Latex vields are consequently much lower in Indonesian smallholdings than in
those of other South-East Asian producing countries.®  and the ficld coagulum produced by
Indonesian smallholders s also generally of low quality. In particular. it contains excessive
quantitics of such impuritics as twigs, wood chips. leaves and carth.

Until the late 1960s much of this smallholder product was processed further by smoking houses
and remilling plants into a varicty of (low) export quality crepes and sheets. Since the carly 1970y,
however. the low-quality smallholder rubber has been required, by presidential decrec. to be
processed into crumb rubber conforming to the technical specifications of the Standard Indonesian
Rubber (SIR) grading svstem.  This has resulted in a dramatic expansion of crumb rubber
factories throughout the rubber producing arcas of Indonesia.

The publicly and privately owned rubber cstates, on the other hand. are able to apphy higher
standards of gquality control, and therefore tend to produce more valuable varicties of crude
rubber. Thesc include latex concentrate and traditional visually graded forms of solid rubber, such
as ribbed smoked sheets (R8S) and crepes of various kinds. With smaltholders accounting for the
vast bulk of Indoncsian output, however. the country’s exports arc dominat~d by technically
specified varicties (sce Table nLam.?

Further processing of natural rubber into rubber products has traditionally been relatively limited,
although there has been a significant cxpansion of most branches of the rubber products industry
in recent years. Conscquently, Indoncsia now has the capacity to produce a wide range of rubber
bascd goods. including tyres and tubes, hoscs and belts, garments and shoes, and gloves and
condoms.  Most of these industries have been established to play an import-substituting -ole,
although many have also begun to export at least part of their output.
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Table 111.10.  Rubber exports by type and grade, 1985-1990

(Tonnes)
Type and grade 1985 1986 1987 1988 1989 1990
Latex 35,921 43,832 43,3% 49,628 33,705  31.716
RS S 166,158 142,002 149,268 130,40 150,703 123,907
I 145,932 128,846 122,613 109,415 131,560 109,844
i 6,632 5,168 5,242 5.695 6,644 5,350
11 4,129 3,012 8,117 4,300 4179 2.730
v 9.265 4,976 17,29 11,024 8.320 5,983
s1p/ 783,440 ;61,817 889,065 939,524 958,890 915,293
5CV 17,695 19,315 19,381 15,793 17,900 21,986/
5LV 53 32 - 50 - -
5L 20,762 21,523 21,002 21,953 19,6809  20,240%/
- - - - 3,050 6,933/
5 3,528 5,553 4,738 4,360 21,012 30,485
10 56,335 62,014 76,576 60,713 70,622 68,093
20 670,865 644,518 762,821 830,054  826.617 767,556
50 14,202 8,862 4,247 6,601 - -
Pale crepe 1,651 2,400 1,894 1,917 620 427
I 1,627 2,205 1,651 1,387 412 328
i 24 56 9% 151 177 90
11 - 139 147 379 31 13
Cuttings 227 - - . - -
A 197 - . ) . .
8 30 - - . - -
Brown crepe 12,541 7,622 7.570 8,672 6.037 3,789
Blaaket C 3,653 2,866 3,230 2,965 2.149 1,682
Remi lled 2 - 107 12 117 416 165
Remilled 3 2,817 1,498 1,782 971 n 253
Brown Ix 80 - - 48 128 -
Brown 2x 2,550 1,651 1,399 1,328 959 267
Brown 3x 3,841 1,500 1,147 3,243 2,008 1,222
Air-dried sheet 640 619 1,028 1,324 766 848
Skimeed rubber 336 387 m 634 1,105 1,353
Grand total 1,000,914 958,679 1,092,967 1,132,133 1,151,826 1,077,333

Source.  Government of Indonesia. Central Bureau of Stanstics. as cited in Setyawan. T. H.. “The role of Natural
Rubber in Indonesia®, Business Nows, No. 5142, 9 August 1992,

a/ Rihbed smoked sheets

b/ Standard Indonesian Rubber (technically specified crumb rubber)
</ V.

d/ 3.

e/ IWF.

The tyre industry, comprising manufacturers of tyres and inncr tubes for both two-whecled and
four-whecled vehicles, is the most important domestic uscr of natural rubber. This is dominated
by seven major producers with a combined annual capacity in 1991 of 10,740 car tyrcs and 12,100
m/ R : e .
motorcycle tyres. Production lcvels have consistently fallen short of capacity, however,
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despite a significant increase in output during the past five vears. Only a rclatively small share of
this output is exported, with the volume of exports actually having declined in 1989-1991 in
response to weakening world demand and tougher international competition in Indcnesia’s major
export markets in Africa, West, East and South-East Asia, and the United States (see Table
11L.11).

Table HLI11. Production and exports of automotive tyres, 1986-1991
(Million units)

1986 1987 1988 1989 1990 1991
Production
Car tyres 4.9 5.2 6.3 7.3 §.2 8.5
Motorcycle tyres 2.2 3.5 3.0 6.0 6.1 6.0
Exports
Car tyres 0.4 1.1 2.5 Z.3 2.2 1.9
Motorcycie tyres 0.3 1.2 2.2 1.5 1.5 1.4
Sources: "Condition and Prospects of Avtomotie Tire Industry™. Indonesian C cial Vewslerter, No. 79, 8 July 1991,

Jakana, Tables 3 and 8. pp. i1 and 15.
"Condition and Prospects of Automotive Tire Industry in Indonesia”, Indonesian Corimercial Newslenter, No.
104. 27 July 1992, Jakana. Tables 2 and §. pp. 11-14.

The expansion of tyre production over the past few years has been accompanied by a considerable
improvement in the quality of the tyres produced, and by a rapid development of an in.ut supply
industry. With regard to the former, there has been a steady shift from the production of bias-ply
tyres to radial tyres, which require a greater proportion of synthetic rubber. While this still has
to be imported, two plants for the production of styrene butadienc rubber have been licensed by
the investment authoritics, the first of which is scheduled 1o commence operations in 1993
Several other important inputs, such as tyre cord and carbon black. have also been produc-d
lecally since 1985 and 1990, respectively.

The second most important rubber based industry, which has emerged relatively recently, is the
sports shoe industry. This has witnessed a surge .., investment since the mid-1980s, with some 190
firms, both domestic and forcign, having been licensed 1o establish manufacturing plants with a
combined annual capacity of almost 570 million pairs of shocs between 1986 and 1991. The result
has been a dramatic increase in output from 33.3 million pairs in 1985 to 165.3 million pairs in
1991, implying an annual average growth rate of 30.3 per cent. A substantial proportion of this
output is intcnded for the export market, as a result of which Indonesia’s exports of sports shocs
have riscn similarly sharply from 1.9 million pairs in 1985 to 114.7 million pairs in 1991.2%/

Another relatively recent phenomenon has been the development of the latex-based dipped-goods
industry producing mcdical gloves and condoms. This industry received a strong boost in the late
1980s as a rcsult of the accclerating spread of the human immunodeficicncy virus (HIV) which
lcads to AIDS, and the recognition that rubber gloves and condoms constituted cffective barriers
to infcction. Its further progress has been patchy, however, as strong external competition has
forced it to consolidate its operations and scck government support

¢ Uniied Nations Indusinal Development Organization




9z Industnal Branch Profiles

The rubber gloves industry expanded pacticularly rapidly at the end of the 1980s. with some 106
companics applving tor investment licences to produce surgical and examination gloves in 1983 /39.
Even though only about 40 of these firms actually established manufacturing plants. Indoncsia’s
production of rubber gloves expanded from approximately 900,000 pairs m 1987 to more than 2.2
billion pairs in 1990, while the volume of exports also increased dramatically from 162 tonnes tn
1988 to almost 1.000 tonncs in 199). By this time both the domestic and the international market
had become saturated. howeser, not least because of a similarly rapid expansion of the rubber
gloves industry in Malavsia and China. This prompted more than half of Indonesia’s rubber glove
producers to cease production in 1991, either termporarily or permanently, and investment interest
collapsed. Only one project for the manufacture of rubber gloves was thus licensed by the BKPM
in 1991, while six projects authorized in 1958 had their licences revoked for not having
implemented the projects on schedule 3

The Indonesian condom industry is much smaller. comprising  vo companies with a combined
production capacity of about 40 milhon condoms per vear. While this falls well short of the
estimated annual domestic demand of 70 million, sharp competition from cheap imported condoms
within Indoncsia has forced these producers to develop export markets. At the same ume. the
government has also been prevailed upon to impose a duty of 10 per cent on imported condoms
since May 1992.

Constraints and prospects

The development of the rubber industry wili continue to be constrained in the foreseeabl: future
by the low quality of smalitolder production and widespread incfficiencies in the primany
processing of domestically produced rubber. The extent of this problem was highiichted in o
statement 1ssucd in late October 1991 by the Indonesian Rubber Foundation (Yavasan Karct
Indonesia, Yakindo), which noted that Indonesia suffered an annual loss of about Rp 250 hilhon
as a result of such processing incfficiencies.’! The large scale investments in extension services.,
repiating programmecs, and equipment modernization required to raise the industry’s vield 1o
those prevailing clsewhere in South-East Asia are almost certain to be prevented in the short term
by resource constraints, which have themselves been made more acute by the fow price lTevels
prevailing in international markets in recent vears. Despite its emergence as an exporter in the
latc 1980s, the Indonesian tyre industry is likely to remain heavily dependent on the demetic
market for some time 10 come, with its international competitivencss being limited by both
technical and financial constraints. The widely expected persistence of the high cconomic grovth
rates experienced in recent vears should cnsure s steady expansion of domestic demand. howeser,
and stimulate a continuing rise in output.  In view of these generaily favoursble prospects.
investment intcrest in the tyre industry has remained strong, with several existing manufacturcr-
announcing cxpansion plans in the past few years and two new firms having obtained permission
from the BKPM to cstablish tyre factories with a combined capacity of 2.7 million units per year

The outlook for the sports shoz industry also remains favourable. Domestic demand for such
shocs, which span a wide spectrum of quality and price, is likely o confinuc to grow in response
to increasing incomc lcvels and changing fashions. Export demand is also likely to expand further,
sincc the Indoncsian industry’s sharc of the international market amounts to only about 3 per cent
at present. With Indoncsia’s low wages giving if a very strong comparative advantage in this highly
labour-intensive industry, investment interest appears likely to remain strong. In the first nine
months of 1992 alonc BKPM lices. zd 11 new investors sceking to establish plants with a zombined
capacity of morc than 43 million pairs per annum. This growth is also likely (o trigger an
cxpansion in the domestic production of raw materials other than rubber and shoc-making
machincs, which at present are still imported to a large extent.
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The prospects of the dipped goods industry remain mixed. The expansion of the rubber gloves
industry is certain to remain constrained in the short term bty the excess capacity created in the
late 1980s, although scope still exists for some further diversification of its product mix The
condom industry, on the other hand, may still have some scope for expansion in the coming years,
in view of its only partial ability to mect domestic demand and its hitherto relatively modest share
of export markets.

TOBACCO
Fast trends

Indonesia is a significant producer of tobacco, of which a number of different varicties are grown
in various parts of the country (see Table I11.12). These include several local varietics grown by
smallholders, as well as Virginia tobacco grown by both smallholders and estates, and a number
of distinctive cigar tobaccos (such as Besuki, Lumajang, Vorstenland and Dek) grown mainly on
State-owned estates. Of these, the smallholder tobaccos and estate-grown Virginia are largely
absorbed by the domestic cigarette manufacturing industry, while the cigar tobaccos are produced
mainly for export after only the most basic of local processing.

Table IIL.12. Composition of tobacco production, 1985-1991
(Thousand tonnes)

1985 1986 1987 1988 1989 1990 1991
smallholder production®/ 53.0 52.2 63.4 72.5 62.1 88.4 78.6
Estate Virginia 36.8 29.6 25.9 25.8 15.6 31.4 44.6
Cigar tobacco® 24.0 20.1 15.4 10.8 15.5 15.7 16.8
Total®/ 113.8  101.9 1047  109.1 93.3  135.5  140.0

Source:  Government of Indonesia. Department of Agnculture. as cited in “Tobacco Price remains Low, Despite
Shnnkage of Plantations”. Business News, No. 5244, 10 Apnil. 1992, Jakana.

a/ Virpma and other vaneties.
b/ Basuki, Lumajang. Vorstenland and Deli vanetes.
</ Totals inconsistent with CBS data in Table {11.6

The Indoncsian cigarettc industry is highly developed and produces two main varietics of
cigarcties, clove-scented kretek cigarettes and normal cigarettes, known in Indoncsia as white
cigarettes. Until the mid-1970s, the kretek industry was highly labour-intensive, producing only
hand-rolled cigarettcs and, according to a 1965 cstimate, employing 70,000 workers.3¥/ It had
its origins in a plethora of small-scale enterprises, believed to have numbered more than 1,000 in
the carly 1960s, scattered throughout the provinces of Central and East Java. By contrast, the
white cigarette industry was much more highly mechanized from its inception, having to a large
extent been established by forcign investors to produce western brands for the Indonesian market.
These had a strong appcal among the status conscious urban consumers and conscquently
accounted for a significant markct share variously cstimated at 50 per cent to 75 per ceot in the
1960s.

¢ United Nations Industnal Development Organization




94 Industial Branch Profiles

The increasing consolidation and mechanization of the kretek industry from the mid-1970s onwards
resulted in the production of more sophisticated and more attractively packaged cigarettes, and
stimulated a strong surge in demand. Conscquently, kretek cigarettes now account for about 90
per cent of all cigarettes produced and consumed in Indonesia. and for approximately the same
share of total tobacco absorption in the domestic cigarette industry. which in 1991 was estimated
at some 152,100 tonnes>>’ The loss of domestic market share by white cizarettes was partially
offset by a sharp increase in exports during the late 19805, however. as export volumes rose from
less than 200 tonnes in 1986 to almost 19.000 tonnes i 199, Moast of these exports were destined
for Cambodia. Hong Kong, and Singapore. Exports of kretek cigarettes rose much more slowly
during the same period. from well below 30 tonnes to approximately 2600 tonnes, with
Cambodia. Malavsia and Singapore constituting the main markets (see Table 111.13).

Table 11113, Production and exports of cigarettes. 1986-1990

1985 1987 1988 1989 1990
Production (Billion cigarettes)

Kretek cigarettes 94.9 107.1 i18.3 127.5 138.5
(hand rolled) 39.7 39.7 39.9 40.1 30.6
(machine rolled) 55.2 67.4 78.4 B7.4 97.9

"wWhite" cigarettes 16.0 14.2 13.9 1¢.8 17.3

Tota1®/ m.o  121,3  132,2  143.4  155.8
Exports (Thousand tonnes)
Kretek cigarettes 0.4 0.3 0.3 2.0 2.6
"white™ cigarettes 0.2 2.0 1.2 12.9 16.0
Total®/ 0.5 2.3 4.6 14.8 21.6

Source "Prospects of Indonesian Cigarcite Industn”. Indonesian Commercial Newdetzer. Noo 86,28 October 1991,
Jakaria. Tables 3and ~. pp 17 andg 24

a Totals may not add cxactly due 1o rounding

Morc recently, in 1991-1992, the further development of the kretek cigarcette industry has come
undcr threat from a number of policy measures introduced by the Goverament of Indonesia.
Thesce include the cstablishment of minimum prices. changes in the mechanism for levying excise
duty, the standardiratior. of cigarctic packet sizes, the imposition of a requirement for cigarette
packets to carry health warnings, and the granting of a monopoly on the cove trade 1o a semi-
public agency. This has resulted in significant cost increascs, which in turn has forced producers
to raisc prices and contemplate a shift 1o the increased production of white cigareties for export.

Constraints and prospects

Thc kretex cigarcttc industry, which constitutes by far the most important scgment of the tnbacco-
bascd manulacturing industry, faces an uncertain futurc at present. It has been dealt a particularly
severe blow by the changes in clove marketing procedures introduced by the government at the
cnd of 1990, as a result of which kretek manufacturers are no longer permitted to procure their
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clove supplies directly from clove producers but from a semi-official clove marketing board. This
has resulted in a significant increase in the purchase price of cloves, and substantially raised
production costs. Fearing that they will not be able to cover these increased costs through
increased prices, several major kretek producers have threatened to feave the industry. and early
indications suggest that the volume of tobacco used by them declined by almost 2 per cent in 1991
after having risen steadily at an annuai average rate of 7.7 per cent in the previous three
vears. ¥ This is beginning (o have an impact on tobacco production. with cultivators being
forced to reduce planted acreage and output in order to restore a degree of equilibrium in the
tobacco market.

The outlook tor producers of white cigarettes appears more favourable. While domestic demand
is unlikely {0 experience a significant recovery, except to the extent that higher kretek prices induce
a shift towards white cigarettes. considerable opportunities appear to be opening up in export
maricts. Eastern Europe and the CIS are regarded as particelarly promising markets, and have
alrcady begun to be tapped by Indonesian supplicrs.  In contrast to the kretek producers, the
manufacturers of white cigarcties consequently did not reduce their procurements of tobacco in
11, but increased them by no less than 88 per cent.

ANIMAL HUSBANDRY
The resource base

With extensisve arcas of grassland. especially in some of the castern islands, and with the capacity
to produce a wide range of animal feeds from the processing residuces of its various carbohvdrate
and otlsced crops, Indonesia is extremely well suited to the large-scale breeding of livestock. In
many parts of the country, animal husbandry of various kinds can also be practised successfully
as an adjunct to the established forms of smallholder and estate agriculture.®’ While thus
being well endowed with the basic requirements for a thriving livestock industry, Indonesia docs,
however, lack suitable indigenous varietics of animals for the practice of modern commercial
hivestock farming techniques based on intensive breeding and high vields.  The institutional and
scicntific support base needed 1o maintain such an industry is also embryonic, and in nced of
substantial further development.

Past trends

Recognizing Indonesia’s potential as a significant producer of livestock products, the government
has actively encouraged the development of animal husbandry, both by smallholders and by large-
scale private investors, since the 19705 In order 1o upgrade the quality of smallholder production,
it has also adapted the Nucleus Estate and Smallholder scheme to the animal husbandry sector,
thereby requiring commercial ranches and livestock breeding enterprises 1o support local
smaltholders. These measures, combined with large-scale imports of breeding stock, have resulted
in a steady expansion of the country’s herds and flocks of farm animals, and in a significant
improvement in their quality.

This, in turn, has stimulated & dramatic increase in the output of livestock products. Official data
thus indicate that the volume of meat and eggs produced in Indonesia increased from 313 700
tonnes to 11 million tonnes and from 58,600 tonnes to 10,000 tonncs, respectively, beiween 1970
and 1991, while the volume of milk production incrcased from 29,300 litres to 360,000 litras during
the same period  As o result of these developments, unimal husbandry now accounts for
approximately 10 per cent of agricultural output (see Table 111.14),
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Table II1.14. Livestock population and production of livestock products, 1970-1991, selected
years

1970 1975 1980 1985 1983 1989 1990 1991¢

Livestock population (million animals)

Beef cattle 6.1 6.2 6.4 9.3 5.8 16.1 10.4 19.7
Milch cows 0.1 0.1 G.1 3.2 0.3 0.3 0.3 0.3
Buffaloes 3.0 2.4 2.5 3.2 3.2 3.2 3.3 3.3
Goats 6.3 6.3 7.7 9.6 10.6 11.0 11.3 11.5
Sheep 3.4 3.4 8.1 1.9 5.8 5.9 6.0 6.1
Pigs 3.2 2.7 3.2 5.6 6.5 £.9 7. 7
Horses 0.7 0.6 0.6 0.7 0.7 0.7 0.7 0.7
Chickens 63.3 98.5 174.7 331.2 448.3 494.8 571.2 663.8
Ducks 7.4 14.1 21.1 23.9 25.0 23.3 25.6 25.4
Livestock products

Meat (Thousand tonnes) 313.7 435.0 571.0 808.4 937.0 97:.0 1,028.0 1,099.0
Milk (Million litres) 26.3 51.0 78.% 191.9 264.2 338.0 336.0 360.0
tggs (Thousand tonnes) 58.6 112.2 259.4 369.9 343.1 436.0 484.0 510.0

Sources:  Giovernment of Indonesia. Nota Keuangan dan Rancangan Anggaran Pendapatan dar Belanya Negara, vanous
issues. and Supplement to the President’s Report to Parliament. 15 August 1952

a/ Preliminary.

Table 11115 Production of processed milk, 1988-1990

(Tonnes)

1988 1989 1990
Sweetened condensed milk 99,128 98,943 110,488
Milk powder 31,639 32,322 30,581
Infant miik 6,186 6,072 8,021
Tonic food 1,682 2,435 2.013
Baby food 2,599 2,611 2,645
Sterilized milk 1.624 1,775 825
Pasteurized miik 13,1452 14,113 18,191
Butter 1,316 1,366 1,527
{ce ¢cream and yoghurt 765 806 1,094
Cheese 2,010 1,887 7,614
Total equivalent to fresh milk 645,232 652,417 703,195

Source:  "Dependence on Miik Impons Dropping™, Indonesian Commercial Newslener, No 73,8 Apni 1991, Jakarta

The two principal processing industrics associated with livestock farming, the manufacture of meat
and dairy products, have grown in linc with the cxpansion of thc raw material base. The
slaughtering of animals is carricd out both by publicly- and privatcly-owned abattoirs. The
government-owned slaughterhouses gencrally process indigenous varicties of animal reared by
small-scalc produccers, and produce mainly fresh meat for sale in local markets. The privately-
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owned slaughterhouses. on the other hand. often constitute part of complex vertically integrated
production systems, covering not merely the breeding or importing of animals for slaughter but
also such additonal processing activities as freezing and the production of sausages. and are also
beginning to tap export markets.™  The dairy industry. meanwhile, is almost entirely engaged
in the production of processed milk, mataly in the form of swectened condensed milk, milk
powder. and pasteurized milk (see Table HLIS above).

Constraints and prospects

Despite the production increases recorded since the 1970, Indonesia’s potential as a producer of
livestock products remains scriously underexploited. and considerable capacity still exists for a
further expansion in the volume of the countny’s output as well as an improvement in its quality.
A major constraint on the realization ot this potential is imposed by the continued absence of a
sufficiently well developed institutional and ~cientific infrastructure (o promote the dissemination
of modern farming practices among the large majority of smaltholder producers. This supply-side
constraint is exacerbated by o comparatinely fow level of domestic demand tor meat and dain
products. A recent estimate suggests, for examnle. that some 60 per cent of Indonesia’s averape
nutritional requirements are covered by carbohvdrate foods, as against onlv about 235 per cent in
the developed countries.?

The prospects for the turther deselopment of the animal husbandry and Tivestock products
industries nevertheless appear tavourable. The rapid increases in disposable personal income
being generated by the high rates of cconomic growth in Indonesia will help to sustain and
accelerate the increase in domestic demand for animal proteins that has already become apparent
in recent vears. This shitt in domestic consumption patterns will be reinforced by 4 continued
strone demand for high quality meat and dairy products in export markets and by Indonesia’s own
rapidly expanding tourist industry. As private investors in particular respond to this demand and
introduce the modern production and processing facilities required to mecet the qualin
requirements of these more sophisticated markets. the @ chnical constraints prevailing at present
will also be progressively reduced.

FISHING
The resonrce hase

Indoncsia’s geography, and the international recognition of the archipelagic seas as its exclusive
ceonomic 7one under the United Nations Convention on the Law of the Sca. provide it with a sca
arca of more than 3.2 million square kilometres. The vast marine fisheries resources contained
in these seas are supplemented by substantial freshwater fisheries resources in Indonesia’s sarious
rivers and lakes. 1n addition, fish are also often farmed in flooded rice ficlds, and in special fish
and shrimp hatcherics.

Past trends

The output of the Indoncesian fishing industry has increased significantly since the 1970s, with
particularly strong growth having been recordied by the sea fishing industry. This consists of two
very distinet components: a small-scale traditional component and a large-scale commercial
component. OF these, the former 1. confined largely o coastal waters, reliant on traditional
technologies, and characterized by relatively Tow levels of productivity. while the latier operates
in deep-sea arcas and employs technically more sophisticated fishing cquipment.® I addition.
a farge numbcer of foreign fishing vessels have been licensed 1o operate in Indonesian waters, 2nd
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illegal fishing by unlicensed foreig1 vessels is also believed to be rampant. According to the latest
national accounts estimates, fishing now accounts for approximately 7-8 per cent of total
agricultural output (see Table I11.16).

Table 111.16. Fish catches, 1970-1991, selected vears
(Thousand tonncs)

1970 1975 1980 1985 1988 1989 1990 19913

Sea fish 808 997 1,395 1,822 2,170 2,272 2,310 2,505
fresh water fish 421 393 455 574 711 165 793 807

Sources: Government of Indonesia. Nota Keuangan dan Rancangan Anggaran Pendapatan dan Belanja Negara, vanous
issues, and Supplement 1o the President’s Report 1o Parliament. 15 Augus: 1992,

a/ Prefiminary.

During the late 1980s, tuna cmerged as the principal product of the Indoncsian sea fishing industry
as a result of strongly growing overseas demand, which attracted substantial investments into the
commercial tuna fishing and processing industrics.3  This resulted in a dramatic increase in
the tuna catch between 1986 and 1991, the bulk of which was exported in frozcn, fresh or canned
form. The most important overseas markets to be developed were Japan and the United States,
which accounted for almost all of Indonesia’s exports of frozen tuna and approximately half of
Indonesia’s total exports of canned tuna, respectively. Germany, the Nethcrlands, Thailand,
Taiwan Province and the United Kingdom also became major importers (see Table HI.17).

Table I11.17. Exports of tuna, 1986-1990
(Thousand tonnes)

1986 1987 1688 1989 1990
Frozen tuna 21.9 31.9 36.0 27.4 40.1
fresh tuna 2.4 2.3 4.7 8.6 14.0
Canned tuna 1.8 4.3 8.5 20.6 18.%
Total 26.1 38.4 49.3 56.7 72.6

Source:  "Dolphin Issue Hampers Tuna Exports 10 the United States”, Indonesian Commercial Newsletter, No. 98, 27
April 1992, Jakarta.

The tuna industry suffered a sctback in the carly 1990s in response to financial problems
experienced by one of its leading players, the large food-processing conglomerate PT Mantrust,
and a renewed shift in intcrnational market conditions. This prompted a temporary shutdown of
two largc tuna canning opcrations with a total capacity of almost 10,000 tonnes per annum
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belonging 1o PT Mantrust, and the permanent shutdown of several State-owned and privately
owned caterprises. The situation was exacerbated at the end of January 1992 by the imposition
of an import ban by the United States in response to growing concern over the deaths of dolphins
caused by the tuna fishing industry in a number of countries. After guarantees had been received
from the Government of Indonesta that the fishing techniques emploved by the Indonesian tuna
industry did not result in the associated death of dolphins, this ban was hifted in mid-1992.

The most extensive processing of the tuna cateh s carried out by the tuna canning industry. This
grew rapidiv in the late 19%0s. and by 19%) consisted of cleven relatisely large enterprises with a
combined capacity of almost 120000 toanes per annum. Despite the temporary difficulties faced
by the industry in 19911992, investment interest remaiacd strong. and nine further companies
were granted official approval to establish tuna canning plants with a total annual capacuty of
almost 190,000 tonnes between January 1991 and Apnl 1992,

In addition to tuns, the domestic fish canning industry produces several varieties of shellfish,
sardines and a number of other fish products. The total capacity of this industry remains relatvely
small, hewever, amounting to only about 40000 tonnes per vear in 199, The bulk of the canning
industry’s outpui of these products ts also exported.

During the 19805 Indonesia developed an extensive shrimp industry. based on catching and farming
activities in both sea and fresh water. This industry s also largely export oriented, with exports
increasing from approximately 25,000 tonnes tn 1981 to more than 93000 tonnes in 1991, The
degree of domestic processing is relatively small, however, with much of the shrimp harvest simply
being frozen by cold storage companies and exported without further processing. This is done
cither in the country of final import or in third countries such as Singapore. which is the second
most important importer of Indonesian shrimps after Japan, but re-exports most of its imports (sce
Table 1L1N)."

Table 11118, Exports of shrimps (fresh and frozen), 1985-1991
{Thousand tonnes)

1985 1986 1967 1988 1989 1990 1991+

Shrimps” 31.0 36.1 343 56.5 71.0 93.9 95.4

Sources "Shomps Suli Attractive o Investon Despite [ow Image”™. Indoneaan Commercial Newslener, Noo ™. 8 July
101, Jakarta. Table | p 34 ’
"Condition and Prospects of Indonesian Shrimp Indusin ™. Indonesian Commercaal Newsletter, No 103, 13 Juls
152, Jakarta. Table 9, pp 23-24

4 Pretiminan
b Inctuding prawns, lohsters and crasfish

Mcanwhile, much of the inland fishing industry remains in the hands of smallholders, with only
a proportion of the fresh water shrimp hatcheries being operated on o commercial basis. The fish
produccd by this segment of the industry is mainly for domestic consumption, and is subject 1o
virtually no commercial processing. Substantial quantitics are consumed by the producing
houscholds themsclves, and most of the rest is marketed as fresh fish, often sold live in local
markcets.
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Constraints and prospects

Despite its rapid cxpansion during the past five years or so. the Indonesian tuna industry faces a
number of constraints to its further growth. One of the most important of these arises from the
fact that the most promising fishing grounds are located in the still refatively underdeveloped
castern part of the country. The continued development of the industry therefore requires heavy
investments not merely in appropriate fishing flects and processing plants. but also in such basic
infrastructure as port facilitics and tiansport and communications networks.

A further constraint is imposed by the potential for a rapid spoilage of the fish catch in the
tropical weather conditions prevailing in Indonesia. and the consequent need for almost “mmediate
steps to preserve it. This prevents the small-scale traditional fishing operators from plaving a
major role in the tndustry as supplicrs to processing plants. because thar vessels are seldom
cquipped with the necessary preservation facthities. With increasingly sinngent health and hveiene
standards being imposed in importing countrics. the bulk of the fish produced for export in
Indonesia must be caught and processed by large-scale commercial enterprises. usuaily with hishly
integrated processing and production operations.

The high investments required for a further expansion of the manne fishing  industry
notwithstanding, its prospects appear favourable. International demand for tuna and other fish
products is likely to remain firm. especialiy as health conscious consumers in the industrially
developed countries shift their diet from red to white meats. At the same time. the dechning role
of the fishing industrics in such countrics as Japan. Taiwan Province and Thailand provide
Indonesia with a significant opportunity to expand its market share. This opportunits has been
enhanced. moreover, by Indonesia’s exemption from the United States ban on tuna imports.

Recognizing these favourable market prospects. a number of large Indonesian business groups
have entered the fishing and fish processing industry in recent vears. Foreign investment interest,
also remains hagh, with many of the Indonesian investors i the industry having established joint
ventures with overscas firms. A particularly important partnership of this kind has been
established between the Djajanti group, onc of Indonesia’s leading produccrs of timber, and Susat
Canning Co. of Thailand for the creation of an integrated fishing and fish processing enterprise
with a total investment of almost $55 million,

Considerable scope also stll exists for the expansion of a shrimp processing industry in order to
increase the level of domestic value added in Indonesia’s shrimp cxports. In doing so. however,
Indoncsia will have to overcome a latent fear in importing countries about the hygienic conditions
likely to be maintained by such processing plants. This fear, which is sometimes cited as onc of
the main reasons for the fact that much of Indoncesia’s shrimp production is processed in
Singapore, acts as a very scvere constraint at present, and is frequently fuelled by rumours that
Indonesian shrimps are contaminated by chemicals and discase. In October 1992 it was reported.
for example, that Japan had rejected 40.000 tonnes of Indonesian shrimps because they allegedly
contained a residuc of antibiotics used by breeders to combat fish discases !

B. TEXTILES, CLOTHING AND FOOTWEAR

TEXTILES AND CLOTHING
The resource base

The Indoncsian textile industry is based largely on the production of fabrics made entirely or
partially of cotton.  Approximatcly 60 per cent of the industry's raw material requirements,
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therefore, consints of cotton fibre, with the remaining H) per cent comprising sanous kinds of
syathetic tibres. Despite considerable efforts to establish a domestic production capacity over the
past 10-15 years. the Indonesian teaile industry remains heavily dependent on imports to meet its
requirements of many of these fibres.

The situation is particularh serious with regard to cotton. Although extensive arcas of castern
Indoncsia are believed to be suitable for the cultivation of cotton, the growth of domestic
production has been hampered by a number of constraints. These include the existence of 4 wade
variety of pests as well as the inexperience of Indonesian smaltholders wath the crop. which makes
them reluctant to experiment wath it. In an attempt to overcome these problems. the Government
of Indonesia lavached a smallholder cotten intensification programme in 1973, The results have
been disappointing, however, with the level of domestic production, the productivity of domestic
farmers, and the quahty of domestic output rematning low. Consequently, the Indonesian textile
industry continues to rels on imported cotton for more than 90 per cent of its requirements (sce
Table 11L19).*

‘Table 11.19. Production and imports of cotton, 1586-1990
(Thousand tonnces)

1986 1987 1958 1989 1690
Production 16.7 18.2 7.2 13.3 3.4
imports 171.4 211.5 195.2 262.3 i32.0

Sources . “Foraign bExchange Bxpeaditure for Cotton Procurement Continues to Increase™. fndonestan Commercusi
Newdlerter. No. 72,25 March 1991 Jakanta, Table 2, p 50
“Iocal Cotton Not As Good As Linported Cotton, Indonesian ¢ ommercial Mewsleter. No 106, 24 August 1992,
Tables ! and 2. pp 24-28

The development of the synthetic fibre industry has been considerably more encouraging. With
substantial forestry and oil /gas resources, Indonesta s well placed 1o produce both ravon,
manufactured from wood pulp, and such plastics based fibres as nylon, polyester and acrvlic.
Substantial investments in these industries during the 19805 have resulted in steady production
increases in recent vears, with the total volume of synthetic fibres rising from approximately
226,400 tonnes 10 1987 to 371,000 tonnaes in 1M1, The range of such fibres produced domestically
is not comprehensive, however, and in some cases domestic production is insufficient to meet the
requirements of the downstream textile industry. Consequently, in the case of some varictics and
grades of synthetic fibres it is necessary to continue their importation (see Table T1L20). 4

Though principally based on the manufacture of cotion and cotton-polyester blends, the Indonesian
textile industry also has g modest production capacity for the manufactuie of silk fabrics, and is
on the verge of establishing a similar capacity for the production of woollen textiles. Both of these
branches of the textile industry also remain dependent on imporied raw materials, however, with
the silk requirements being met from acighbouring Asian countries and the wool requirements
from Australia. While no significant attempts have yet been made 1o develop a domestic wool
fibre industry, several efforts have been made to produce sitk in Indonesia, albeit without much
success. The industry, which is centred in South Suliawesi, is troubled by a saricty of technical and
infrastructur:) constraints, and produces only small quantitics of low quality «ilk.*
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Table 111.20. Production and imports of synthetic fibres. 1986-1991
(Thousand tonnes)

1986 1937 1988 1983 1930 1991
Production
Polyester staple fibre 78.0 80.9 100.3 103.6 106.6 123.6
Polyester filament 13.7 82.2 115.4 123.2 133.2 140.C
Nylon filament 11.6 1z2.0 12.8 2.7 12.9 16.5
Viscose rayon 46.1 51.3 59.9 66.1 70.8 9.0
Imports
Polyester fibre and filament 12.3 2.5 7.5 17,1 16.5 Jji.e
Acrylic 25.5 23.5 21.3 11.7 ic.? 2.3
viscose rayon 0.5 0.3 2.9 3.3 12.6 9.2
Others 0.5 1.0 0.9 1.2 - 0.3

Sources: “Development and Prospects of Spianing Industey n Indonesa™. Indonesian Commeraial Newsienzer. o 78,
13 May 1991, Jakarta. Tables ~ and 9. pp. 1S-16
“Development of Textile Fiber Industiny in Indonesia™ Indonesiar Commercia! Newsletter. No - 106, 23 Augruse
1992 Tables 2 and 8. pp. 11 and 1™

The absence of a raw material base is offset, however, by a number of other advantages available
to textile producers in Indonesia. These include a large domestic market. a skilled and cducated
labour force, and low labour costs. The successful exploitation of these advantages has enabled
the Indonesian textile industry to grow substantially in both size and scope since the 19705 10 a
point where the production of textiles and garments has become one of the country's principal
manufacturing activitics.

Past trends

The Indonesian textile industry has a long history. having cvolved gradually from a local cotiage-
based handloom wcaving industry dependent almost entirely on imported varn in the period
preceding the First World War to a more balanced structure comprising a number of industrial
spinning, weaving, knitting and finishing plants by the mid-1960s. Even at this time. however, the
industry was largely unmechanized, with power looms accounting for only about X per cent of the
total weaving capacity in 1962, and more than half of these power looms being of pre-Seeond-
World-War vin(agc.”"r The cconomic dislocations of the carly 19604 resulted in o further
weakening of the industry, with shortages of raw materials and spare parts forcing the idling of
much of its existing capacity.

Regarding the provision of adequate supplies of textiles to be as important as the provision of
adcquate supplies of food for the population. the New Order Government accorded high priority
to the modernization and further devclopment of the textile industry afier it assumed office in
1967. Despitc a wide range of initial problems,*’ the industry has grown dramatically during
the past 20 ycars. The production of weaving varn increased from a mere 217,000 bales (of 181.44
kilogrammes cach) in 1970/71 to morc than 4.1 million bales in 1991792, while the production of
textile fabrics increascd from 598.3 million metres to more than 5.2 billion metres during the same
perind.  This cxpansion in the volume of output has heen accompanicd by a substantial
diversification of the industry’s product mix, with yarn heing spun from a varicty of natural and
synthetic fibres and the output of knitted fabrics having increascd ,\igniﬁcanll).r In addition,
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this growth in the output of textile materials has helped to support a strong expansion of the
production of garments and finished goods. which first emerged as a significant industry in the
lateer half of the 19705 (see Table H1L.21).3%

Table. 11121.  Production of textiles and garments, 1970/71-1991/92, selected fiscal vears

197C/71 1975/76 1S80/81 1985/86 1983/83 1989/99 1990/91 1991/92°

Yarn

(Million bales)® 0.2 0.4 1.2 1.9 2.7 3.4 3.6 1.1
fabrics -

(Billion metres) 0.6 1.0 2.0 2.5 1.5 4.5 5.0 5.2
Garments

{Million dozen) - - 17.6 27.0 39.1 48.9 58.6 60.0

Source  Government of Indonesia. Supplements to the President’s Reports to Parliament. vanous issues

ar Preliminany
h; Yarn of natural and synthetic fibres (1 bale = IB1 43 kilos)
<’ Woven and kniited fabnes

A particularly rapid cxpanston has been recorded by the spinning industry since the 1970s, with
the numbcr of spinning mills increasing from 18 in latc 1969 1o 158 by 1990. and the total number
of spindles increasing irom some 407,000 (of which only 334.000 were cstimated to be operational)
t0 39 million.™®  The industry is located largely in West Java, which in 1990 accounted for 92
mills and somc 2 million spindles. and its large-scale component, consisting of mills with morc
than 50.000 spindles, is heavily concentrated in a relatively small number of companies. It now
produces weaving varn from a wide variety of natural and synthetic fibres, as well as small volumes
of metallized varn and yarn from animal hair. Since the mid-1980s, the industry has alse begun
to export modest quantitics of its output.

The weaving industry has traditionally been the backbone of the Indoncsian textile industry, and
remains its most well developed component. By the late 1970s the once predominant handlooms
had almost cntircly been replaced by mechanized weaving techniques, with their subscquent role
being “confined cssentially to the provision of residual capacity in peak demand periods and the
pmduct‘inn of small-volume intricate-design goods of no commercial interest to the mill
sector”™  As a result both of this increasc in productivity and a substantial cxpansion in
capacity. the cutput of the weaving industry has also increased dramatically since the 1970s, from
approximatcly 600 million metres in 1976/71 to more than 4.3 million metres by 1990/91.

The modernization and cxpansion of the wcaving indusiry has been accompanicd by large-scale
investment in the knitted fabrics industry. This has resulted in a dramatic increasc in output,
especially in the latter half of the 1980s. Official estimates cited in a rccent report suggest that
the output of knitted textiles rose from insignificant fevels in the carly 1970s to about 400 million
mctres by the mid-1980s and some 800 million metres by the carly 1990s.5Y

The 19805 witnessed an accelerating downstrecam movement in the textile industry towards the
manufacture of garments and other made up articles. From ncgligible levels in the carly 1970s,
the output of this industry cxpanded to about 18 million dozcn garmeats by the carly 1980s and
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some 60 milbion dozen garments by the carly 1990s.  This growth has been supported by the
increasing relocation of garment industrics from north-castern Asia, where rising labour costs are
rendering them uncompetitive. The most rapid growth has consequently been experienced by the
large-scale component of the industry, comprising firms with annual production capacitics ranging
from several hundred thousand to more than two million dozen garments. These often operate
as joint ventures with foreign companies. and produce a wide varicty of branded garments under
licence.

Fig. I.C. Production of garnients,
1980/81-1991/1992, selected fiscal years

Mllllon dozen

70 -

58.6 60

1980/81 1985/86 1988/89 1989/90 1990/91 1991/92
Year

A further indication of the recent expansion of the weaving, knitting and garment producing
industrics is given by the growth in the stock of proccssing machinery (scc Table 111.22).
According to the latest available data, Indonesia had almost 2,400 textile and garment factorics
in mid-1992, of which almost 1,800 w=re located in Jakarta and the surrounding province of West
Java. The industry consistcd of som.= 1,050 weaving factorics, 300 knitting factorics, 500 garment
factorics, and 550 factorics involved in other textile processing aclivitics, including spinning,
finishing, and the production of such miscellancous goods as cordage and twinc, carpc(s and rugs,
bags and madc-up goods othcr than garments, and traditional textile malcriaks.®?
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Table 11122, Stock of textile machinery, 1986-1991
(Thousand units)

1986 1987 1938 1989 1990 1931
Weaving machines 1.0 113.3 118.5% 121.9 127.7 1277
Knitting machines 14.0 18.0 18.9 21.0 21.8 1.9
Sewing machines 84.3 86.5 93.1 105.C 123.0 126.6
Source Continuation of Qualiy Control Necessan te Promote Role of Textile Industn sn Fyports.” Busrzess News,

Nov S191°5192. 4 December 1%, Jakana

a Prehminany.

Though making only a comparatively small contribution to the ttal volume of outpui. the
manufacture of traditional textile matcrials remains an important ciement of the Indonestan textile
industry. These traditional textiles span a wide varicty of products, the most important of which
include barik (patterned maternials produced by repeatedly wax-coating and dyeing plain fabrics).
ikat (patterned materials produced by weaving with pre-dyed varns of various colours). songket
{pattcrncd materials partially woven wath metallized varn), and lunk (coarse hand-woven cotton
textiles). The manufacture of these textles 1s a highly skilled and labour-tntensive craft activity,
as a result of which they are produced in relatively small quantitics and usuafly command a
significantly higher price than similar fabrics produced by mechanized means. The emergence of
a numbcer of well-known Indonesian fashion designers working with these traditional textiles since
the 1970s has helped to reinforce their image as comparatively high value materials.

Until the carly 1980s, Indonesia’s textile and clothing industry was oricnted primarily towards the
domestic market. The measurcs taken by the Goverament of Indonesia 1o promote non-oil /gas
exports following the sharp decline in world oil prices in the mid-1980s, combined with the
opportunitics created by the gradual exit of north-cast Asian producers from the international
textile and clothing markets, permitied a rapid increase in Indonesian exports (sec Table 111.23).
By 1M1 the textiles and clothing industry had become Indoncesia’s maost important non-oil /gas
source of foreign exchange carnings. accounting for almost $4.1 hillion in export revenues.

Table 1123, Exports of textiles and garments, 1985-1991
(Thousand tonncs)

1985 1986 1987 1988 1989 1990 19912
Garments 38.1 56.1 53.8 63.7 87.9 114.} 141.6
Other textiles 57.3 6.3 99.0 141.6 159.5 195.3 266.1]

Source Government of fndonesia. Central Sturcau of Stanstics, fadikator Fkonomi, vanous issucs

a Pretiminany
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Fig. lL.D. Exports of textiles and
garments, 1985-1991
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Indonesia’s external trade in textiles is subject (o extensive regulation, which affects trade patterss
between Indoncesia and a number of its most important trading partners as well as the allocation
of textile export quotas within Indonesia.  Several categories of exports to Canada. the EC.
Norway, Sweden, and the United States face quantitative restrictions, cither under the terms of
the Mulii-Fibre Arrangement (MFA) or as a result of hilateral agrccmcnls.5 3 This has
nccessitated the imposition of a domestic licensing svstem for textile exporters to ensure that the
cxport limits sct by these quota countrics are not breached.™

While the growth of Indonesia’s textile exports has not been significantls hampered by the
imposition of quotas, relatively low rates of quota utilization having been recorded for several
catcgorics of textiles in a number of restricted markets, the Indoncsian industry has ncvertheloss
begun to pay increased atiention to non-quota countrics in recent vears. The share of exports (o
the non-quola countrics has conscquently risen from approximately 41 per ceat in 19589 (o an
cstimated 49 per cent in 1991°°  Particular cfforts have been made to promote cxports {o
Japan and west Asia, with Saudi Arabia and the United Arab Emirates becoming the main focus
of thesc cfforts in the latter region. In addition, mcasurcs have also been taken o increase the
output and cxports of son-garment textile products, many of which arc not subject (o quota even
in the quota countries. These consist primarily of houschold textiles, such as towcls, bedding,
tablecloths and scrvicttcs, curtains and upholstery materials, and decorative textiles.

Constraints and prospects
Although a stcady expansion of the demestic production of synthetic fibres scems assared as

Indoncsia continucs to develop its chemical industrics. the likelihood of a significant breakthrough
in the domcstic production of natural fibres remains remote for the foresceable futuse. The
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Indonesian textile industry wall, therefore, inevitably remain deperdent on overscas suppliers for
a considerable proportion of its raw material needs in the short to medium term. As has been
proven in the past. however. this lack of domestic inputs will not necessandy act asy a major
constraint on the industry’s growth, which will continue to be stimulated by the growing domestic
market and increasing export demand.

The spinning industry, despite its rapid growth m recent vears, is reported (o be weighed down by
obsolescent plant and cquipment.  An exensive programme for the modernization and
replacement of spinning mills s, thercfore. nccessary o raise the ndustry’s cfficiency and
productivity.  Early indications suggest that this programme has already begun. with cight mills
having announced plans to invest almost $18.7 million in such rebabilitanon 2otnities i 1989, and
several further mills, including Indonesia’s largest spinming company PT Argo Pantes. havng

. . s6
announced similar plans in 19X

The plant modernization programme s being accompanicd by continuing large scale mvestments
in new productive capacity, with the number of officially hicensed mvestment projects rising from
17 in 195 to 45 in 19907 This surge in investment is increasingly being fuclled by forcign
entreprencurs, especially from the newly industzialized cconomics of north-castern Asia, whe are
beginning to relocate their operations to Indonesia and elsewhere in South-East Asia in response
to rising labour costs in their own markets. With demand tor spun varn from the prowing
downstream sectioas of the Indonesian textile industry continuing to increase, this trend of plant
modernization and capacity expansion in the spinming tndustry appears certain to continue for the
foresceable future.

The weasing, knitting and garment manufacturing industries. meanwiile, will also continue o
bencfit from the relocation of productive capacity from northeast o southeast Asia in the short
term. and from the continuing growth of demand in both local and export markets oser the longer
term.  They are therefore continuing to attract substantial volumes of domestic and forcn
investment interest, and experiencing a rapid expansion of capacity. One recent study <uygests that
16 projects with 2 combined investment commitment of $23.8 million were licensed by the
Indonesian authoritics in the first five months of 1992 alone™®

These broadly favourable prospects notwithstanding. the Indoncsian textile industry is contronred
with two potentially serious risks.  The first of these arises from the continucd imposition of
protectionist barriers in many of Indonesia’s most promising markets. which could cventually pose
a threat to the growth of Indoncsia’s textile exports. and by extension to the industry as o whol
Whether this threat can be avoided will depend on the successful outcome of the current
acgoliations on a new General Agreement on Tarniffs and Trade (GATT)  The sccond threat
arises from the possibility of & gradual crosion of the main source of the industry's international
competitivencss.  its fow labour coss. These are obtained at the expense of poor working
conditions and low standards of hiving for the industry’s workers, whose profosis against these
conditions have become increasingly vociferous in recent 3.'c;:rs.'w Strikinz ¢ halance between
the nced to maintain its competitiveness and offer 1ts workers a just reward may be the mont
scrious challenee faciag the industry at present.

FOOTWEAR
The resource base

The Indonesian footwear industey has two distinet components. producing rubber-soled sports
T . . . wnectively ™ inc
shoes and leather shoes, respectively, Although rubber and leather are the two principal
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maternial inputs of this industry, it also requires a wide varicty of other basic materials, including
canvas and other hard-wearing fabrics. imitation Ieather made of polvurcthane (PU) or polywinyl
chlonde (PVC). adhesives and shoe threads. Not all of these products are manufactured in
significant quantitics in Indonesia as yet.

As a major producer of natural rubber, Indonesia s well placed to manvfacture domestically the
numcrous rubber-based products used in the production of sports shoes. including rubber soles.
foam rubber inlays and insoles. and other items such as toe and heel caps. These matenals are
now being made by an increasing number of speaalized component supplicrs, and often by the
producers of sports shoes themsclves. The past few vears have also witnessed a significant
cxpansion of the imitation lcather industry. with output incrcasing from approxamately 33.450
tonnes in 1985 to more than 43,400 tonnes in 1990. A significant proportion of the basic matenals
used in the production of Indonesian sports shoes must sull be imported. however. and a recent
estimate suggests that these shoes have an average import content of some 60 per cent.®!

The domestic supply of leather is dependent on the volume of livestock slaughtered and on the
capacity of the domestic tanning industry to process the hides obtamned from the slaughterhouses.
As indicated in the section on agro-indusirics, Indonesia’s herds of beef cattle have grown
substantially since the 1980s, as has the volume of meat produced. The associated increase in
available hides and skins has supported a considerable expansion of the leather tanning industry.
with the output of tannced leather increasing from some 17,900 tonnes in 1983 to almost 24,700
tonnes in 1990. According to the latest official statistics available, 64 large scale commercial
tannerics with 2 combined capacity of 40.260 tonnes per vear were in operation in Indonesia in
1991, and a further 13 under construction with a total capacity of 13,450 tonnes per vear. In
addition. Indoncsia also has a large number of small-scalc tanning cnterprises dispersed
throughout the country with an estimated capacity of 6.0 tonnes per vear (see Table B1.24)%

Table 11124. Production of basic materials for the footwear industry, 1985-1990
(Thousand tonnes)

1985 1986 1987 1988 1989 1990
Tanned leather 17.9 18.2 18.6 18.9 72.1 24,7
[mitation l~ather 33.4 34.3 35.0 36.8 39.0 33.4
Leather soles 0.9 0.9 0.9 1.0 1.1 1.7
Rubber soles 9.5 16.5 1t.1 12.2 i5.4 16.2

Source "N Boght Prospect for Teatile Products and Sports Shoes Exports”, Business News No SINL & November 1791,
P <

In spitc of the growth in output since the mid-1980s, the domestic Ieather manufacturing industry
has not entircly been able to meet the quality requirements of the leather shoe industry.
Increasing volumes have therefore had 1o be procur:d from forcign sources in recent vears, with
official data showing a tenfold risc in imports from 1G4 tonncs in 1986 1o 1,088 tonnes in 1990,
China has cmerged as the Ieading supplicr in terms of volume, accounting for almost 250 tonnes
in 199, whilc the Republic of Korca has become the Ieading supplier in terms of value because
of the much highcr pricc commanded by its high-quality cxports. Of the total import value of $6.6
billion recorded in 199%), the Republic of Korca thus accounted for $3.7 hillion, even though it
supplicd lcss than 180 tonncs *Y ‘
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Though highly labour intensive. the footwear industry nevertheless requires the use of a number
of different machines to cut. press and sew the various materials involved in the production of
shoes. dince its own capacity to manufacture such equipment is very limited. Indonesia has also
had to rely heaaly on imports of such shoe making machines. Between 1987 and 19%) the otal
number of these machines imported into Indonesia increased from 1112 to 22300, almost all of
which originated from the Republic of Korea. Taiwan Provinee and ltalv.™

As mn the case of the textile industry. the lack of a comprehensive raw material base for the
footwear industry is o a large extent offset by the availability of a large pool of skilled and
relatively low-cost labour. At a time when rising labour costs are reducing the competitivencss
of the established footwear industrics in the newly industrializing economics of north-castern Asia.
this cost advantage is increasing Indonesia’s attractivencess as an alternative manufacturing site and
prompting an accelerating relocation of production facilitics to Indonesia. At the currentiy
prevailing labour costs in Indonesia. entreprencurs find it profitable to manufacture shoes in the
country cven if they have to import almost all of their processing machinery and a significant
proportion of thetr raw material inputs.

Past trends

The shifting balance of international competitiveress has stimulated an investment surge in the
Indoncsian shoe industry since the mid-19580s. with both domestic and forcign investors having
contributed to the creation of a substantial manufacturing capacity for footwear.  This is
particularly true of the sports shoc industry, in which some 19 firms were licensed to establish
manufacturing plants with a combined annual capacity of almost 370 million pars of shoes
between 1986 and 191, Investments in the leather shoe industry. though fess dramatic, have also
been significant, with 12 domestic investors having been licensed in 199 alone to establish an
additional annual capacity of more than 12.5 million pairs.

The result has been a dramatic increase in the shoe industry's output. Indonesia’s output of sports
shoes rase from g mere 350 million pairs in 19586 (0 163.3 million pairs in 191, implyving an
annual average growth rate of 30.3 per cent. {ts output of leather shoes, meanwhile, grew from
approximately 13.7 million pairs to 41.3 million pairs during the same perind.

A substantial proportion of the Indonesian shoe industry’s output is intended for the CxXpurt
market. as a result of which the conntry’s exports have risen similarly sharply during the second
halt of the late 19505, The volume of sports shoes shipped abroad thus increased from 1.9 million
parrs in 1956 10 H4.7 million pairs by 1991, while the volume of leather shoe exports increased
from approximately 370,000 pairs in 1986 to 19.2 million pairs in 1990 (sce Table HI1.25). The
main markets for these exports are the United States and the EC. both of which provide access
at concessional tanff rates under the Geaeralized System of Preferences tGSP), although the hauer
also imposes quotas on certain categories of footwear ®

Constraints and prospects

As in textiles and garments, the future development of the shoe industry will depend heavily on
Indonesia’s ability to sustain its Lsbour cost advantage. Assuming that a suitable balance between
the adequate remuncration of workers in the shoc industry and the maintenance of competitinve
labour costs will be retained, the outlook for the shoce industry remains favourable. Domestic
demand for both sports and leather shoes, which span a wide spectrum of quality and price, i
hikely to continue to grow in response 1o increasing income levels and changing tashions. Export
demand s likely to expand further, as the Indonesian industry’s share of the international marks
amounts L only ghout 3 per cent for sports shoes and 1 per cent for Teather shoes at present.
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In view of these generally favourable prospects. investment interest appears likely to remain strong.
In the first nine months of 1992 alone the BKPM licensed 11 new investors secking to establish
plants with a combined capacity of more than 43 million pairs of sports shoes per annum. This
growth is likely to be accompanied, in time. by cfforts to e¢nhance the quality of domestically
produced shoes, and by increased domestic production of raw materials and shoc-making
machines, allowing the development of a more fully integrated industry. In addition. it is likely
to prompt a greater diversification of the industry, with manufacturers not only moving into the
production of other varieties of shoes, but also beginning to produce other kinds of leather goods.
such as purses, bags. belts and jackets, which have hitherto oniy been manufactured on a relatively
modest scale.

Table 11125. Production and exports of shoes, 1986-1991
(Million pairs)

1986 1987 1988 1989 199¢ 1991
Sports shoes
Production 35.6 38.8 55.1 88.4 135.9 165.3
Exports 1.9 6.0 15.8 30.1 65.6 114.7
Leather shoes
Production 13.7 13.6 17.4 27.9 36.3 41.3
Exports 0.4 1.7 4.1 6.4 19.2

Sources:  "Sharp Increase in Production of Rubber/Canvas Shoes™. Indonesian Commercial Newslener. No. 68, 28 January
1991, Jakarta. Tables 1 and 2, pp. 3041
"Exports of Leather Shoes Boosts Imports of Raw Matenal”. Indonesian Commercial Newsletter. No. 82. 26
August 1991
"A Bright Prospect for Textule Products and Sports Shoes Exports™, Business News, No. S181.8 November 1991,
Jakarta. p. 5.
“The Shoe Industry Still Attracting New Investors™. Indonesian Commercial Newslerer, No 112, 23 November
1992, Jakarta Tables 2 and 3. p. 46

Fig. llLE. .Production and exports of sports shoes, 1986-1991
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C. WOOD, WOOD PRODUCTS, PULP AND PAPER

WOOD AND WOOD PRODUCTS
The resource base

Indonesia is endowed with substantial forestry resources. Estinates by the Indonesian forestry
industry published in mid-1992 suggest that almost 145 million hectares of the country’s total land
arca of about 195 million hectares are covered by natural forest. Of the overall arca under forest.
some 30 million hectares are protected or reserved and the remainder are subject to limited or
full-scale exploitation®  The principal products obtained from Indonesia’s natural forests arc
various kinds of indigenous tropical hardwoods, such as meranti (Shorea polvsperma). ramin
(Gonystylus walpurgiann and Gonystylus bangkanns ). agathis i Agathis alba). kapur i Drvobalanops.
vanious species), keruing ( Diptherocarpus), pulai ( Alstonia angustiloba) and bangkirai 1 Shorea luevis).
Other major products include rattan. of which Indonesia is the world's leading producer. and a
variety of gums and resins.

Apart from its natural forest resources, Indonesia also has extensive timber plantations. A number
of commercial teak plantations were established on the island of Java during the colonial period,
and remain the primary source of Indonesia’s teak production. An important additional timber
resource is provided by a vast acreage of over-age rubber trees in both smaltholdings and estates,
which arc now gradually being replanted. More recently, since the late 1980s. there has been a
concerted effort to promote the establishment of industrial forests and timber estates outside Java
by the various regional units of the State-owned forestry corporation PT Inhutani as well as
domestic and foreign private investors (see Table HI26). By the end of 1991 the total area
covered by these timber estates was officially estimated at 326,000 hectares®  This arca was
expected to be expanded by a further 65000 hectares during 1992 according to a statement issued
by the Minister for Forestry in the middle of the year.®

Past trends

Indonesia’s natural forestry resources began to be exploited commercially in the late 19005, when
strong external demand for timber coincided with the liberalization of the domestic regulatory
framework to attract substantial investments in the logging industry. By December 1970, within
four years of the promulgation of the Forcign Investment Law of 1967 and three vears of the
promulgation of the Domestic Investment Law of 1968, private investors had alrcady committed
$437 million for 84 forestry and wood-processing projects.®” Since that time Indoncsia's outpul
of wood has increased significantly, albeit with some vear-to-year fluctuations prompted by the
impact of domestic policy shifts and the vicissitudes of international markets.

The forestry industry was developed as an export oriented industry from the outset, and began to
make a substantial contribution to Indoncsia’s export carnings within a very short space of time.
From a mere $3.6 million in 1966, the value of Indonesia’s exports of wood and wood products
rosc to $25.3 million ir 1969, which cxceeded the export value of all other non-oil primary
commaodities cxcept natural rubber. By 1972 the value of timber-based exports had risen further
to approximately $230 million, overtaking the value of rubber exports of some $190 million. Until
1991, when it was dislodged by t : textile and garments industry, the wood processing industry
remained Indonesia’s most important source of non-oil/gas export revenues by a substantial
margin.
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Table 111.26.  Production of timber, 1970-1991%/, selected years
(Thousand cubic metres)

1970 1975 1980 1985 1988 1989 1990 1991"

Forest timber 11,856 15,701 21,702 23,500 27,760 23,684 24,532 23,114
Plantation teak 568 595 613 177 725 125 780 178
Total 12,424 16,296 22,315 24,277 28,485 24,409 25,312 23,892

Sources: Government of Indonesia. Nota Keuangan dan Rancangan Anggaran Pendapatan dan Belanja Neyara, vanous
issues. and Supplement to the President’s Report to Pariiament. 15 August 1992.

a/ Fiscal years beginning 1 Apnil of cach year indicated for 1985-1991
b/ Prcitminary.

Fig. LF. Production of forest
timber and plantation teak, 1970-1991
selected years
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In order to maximize the degree of domestic value added in Indonesia’s wood exports, the decision
was taken at a very carly stage to encourage a rapid development of the wood processing industry,
which had rcmained embryonic until the mid-1960s. As pointed out in an important contemporary
study, this necessitated an expansion of the sawmilling, plywood, vencer, and pulp and paper
manufacturing industries in particular.””/ Whilc, as shown below, the pulp and paper industry
has only begun to be developed relatively recently on a large scale, the dramatic growth of the

sawmilling and plywood industries has becen onc of the outstanding features of Indoncsia's
industrial development since the 1970s.
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This growth was particularly rapid after 1980, when the government issued a number of measures
to boost private investinent in the downstream wood products industry. These included a
regulation requiring all forestry concession holders to establish processing facilities for the timber
obtained from their concessions, and the imposition of increasingly tight restrictions on the export
of unprocessed logs. These latter restrictions culminated in an outright ban on ing exports in 1985,
which was only hfted in mid-1992, when it was replaced by a punitive export tax.’

According to the best available estimates, Indonesia had some 4,000 manually operated sawmills
and 500 power driven sawmills with a combined capacity of 4 million cubic metres in 1967, of
which only about 60 per cent was actually utilized.”™ By the end of 1990, the totai number of
sawmills had been reduced to 2,509, but they were almost all power driven and had a total capacity
of about 15 million cubic metres. The degree of capacity utilization remained low, however, with
the total output of sawn tmber amounting to approxmately 8.7 million cubic metres.

The plywood industry, which in 1972 consisted of only two vperational mills with a (severely
underutilized) total capacity of 10,000-15,000 cubic metres per vear,”" had grown to include 29
operational mills with a combined annual capacity of more than 1.9 million cubic metres by 1980.
The rate of expansion accelerated significantly during the next five vears in response to the
government’s policy measurces, with the number of mills rising to about 100 and the industry’s total
capacity 1o about 6.3 million cubic metres per year by 1985. At the end of 1991 the industry was
estimated to comprise 114 mills with a combined capacity of 9.5 million cubic metres per
vear. ™

These developments have resulted in a complete transformation of the structure of Indonesia’s
wood exports since the 1970s (sce Table 111.27). From being almost entirclv dependent on the
export of unprocessed logs in 1970, the country emerged as the world's largest exporter of plywood
as well as a significant exporter of sawn timber during the 1980s. In order to encourage the
develnpment of the downstream wood processing industry even further, the government imposed
a heavy export tax of $250-300 per cubic metre on sawn wood in 1989, which incvitably prompied
a sharp decline in export volumes.

Table 11127. Exports of wood and upstream wood products, 1970-1991*/ , selected years
(Thousand tonncs)

1670 1975 1980 1985 1988 1989 1990 1991"

Logs 141 20 17 - -
Plywood 2,232 4,037 4,607 5,027 5,296
Sawnwood 1,489 2,194 1,809 143 205
Others 372 1,050 1,401 1,359 1,649
Total 4,234 7,301 7,834 6,529 7,150 5,773 11,043 12,652

Source Government of Indonesia. Central Bureau of Staustics, Indikator Ekonomi and Stansncal Pockethook, vatious

ISSuUCS.
a Processed wood only
hy Preliminary
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At the same Lime, however, the imposition of the export tax on sawn wood has helped to stimulate
the development of an export-oricnted wood-based consumer goods industry producing a wide
range of products (see Table 111.28). These include prefabricated wooden buildings and building
materials (such as laminated boards. particle boards, floor boards and parquet pancls, skirting
boards, doors and windows, cciling panels clc) furniture and houschold goods of various kinds.
handicrafts, chopsticks and safety matches.”® Despite some year-to-vear fluctuations. exports
of these products have increased significantly since the mid- 1980s.

Table 111.28. Exports of downstream wood products, 1986-1990

(Tonncs)
1986 1987 1988 1989 1990
Doors and windows 3,060 9,090 14,940 21,805 47,376
Parquet flooring® 2,975 5,532 876 4,443 4,363
Beadina and moulding 30,762 134,936 235,943 369,114 121,633
Frames 162 6,663 553 1,781 3,854
Chopsticks 3,660 6,926 16,010 26,285 49,190

Sources:  “Interest in Investing in the Woodworking Industry High Despite Decliming Exports™, Indonesian Commercial
Newsletter, No. 88, 25 November 1991, Jakana, Table 1. p. 55.
"Exports of Doors and Windows Up Rapidly”, Indonesian Commercial Newslener, No. 90. 23 December 1991,
Jakarta. Table 1, p. 34.
*Exports of Window and Door Frames and Panels”, Business News, No. 5261, 22 May 1992 Jakarta

a/ Teak and softwood.
b/ For photographs. mirtors. etc.

Table 111.29. Exports of made-up rattan products, 1985-1991

(Tonnes)

1985 1986 1987 1988 1989 1990 1991
Tikar mats 1,409 1,765 598 223 221 269 426
Lampit ma's - 529 4,617 1,410 3,465 9,107 19,689
Baskets - 105 1,970 3,98/ 5,620 4,948 5,773
Furniture - 1,944 5,396 15,343 36,923 59,744 69,324
Others - 29 391 1,057 278 548 706
Total 1,409 4,356 12,587 28,062 46,507 74,616 86,918

Sources:  “Rattan Fumiture the Star of Export Finished Rattan Products”, Indonesian Commercial Newsleiter, No. (o,
26 November 1990, Jakaria, Table 1, pp. 25-26.
"Rattan Lumniture the Only Prime Export Commodity from the Industry of Fimished Rartan Products”,
Indonesian Commercial Newsletter, No. 98, 27 April 1992, Jakarta, Table 1, p. 32.
“Revncation of the Ban on Unprocessed-Rattan docs not Boost Exports®, Indonesian Commercial Newsletter,
No. 102, 22 June 1992, Jakanta. Table 1, p.28.
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As in the case of wood, the Government of Indenesia has also sought 10 enhance the degree of
domestic value added n the country’s exports of rattan (sce Table HE29). This resulted o exports
of raw and semi-processed rattan betng banned in January 1957 and July 19588 respectisels. These
bans were only lifted in mid- 1992, when they were also replaced by hefty export taxes. Although
the manacer of their enforcement and their eftect of redistributing income from relatively poor
rattan collectors in the outer istands 10 the Java-based furniture industny owned by wealthy
busincss interests caused some controversy, these measures did nevertheless succeed in promoting
the rapd development of the domestic rattan processing industry. As a rosult of these
developmenta. most of Indonesia’s rattan exports are now shipped 1o the form ol turmiture and
uther made-up products such as mats and baskets.

Constraints and prospects

The principal constraint facing the Indonesian wood processing industry is the growine public
awareness of the environmental risks implicit in the despohiation of virgin tropical forests, on which
it continucs to rely for the bulk of its raw materials. This 1s begianing to result in an crosion of
demand in many of its major expoert markets., including the Umited States. western Europe and
Japan. which may be reinforced in due course by the introduction of legslative barriers to the sale
of tropical wood products i these countrics. An example of such legal restrants is provided by
the imposition by Austria in fate 1992 of a labelling requirement for products made from tropical
timbers. This legal restraint was, however, repesled in 1993 atter Indonesia and Malavsia had
threatened to boveott the import of goods from Austria.

Despite its forceful response 10 the Austrian mtative. the Government of Indonesta has
responded to these concerns from the West and international cnvironmental groups with o number
of measures to minimize the environmental damage intlicted by the forestry industrs. From the
late 1970s onwards forestry concession holders began to be encouraged to employ selective tree
cutting policies, and in 1983 the practice of total tree felling was banned altogether. This was
followed in 19%) by a 150 per cont increase i the reforestation fee levied on logging companics,
in an attempt to raise the effectivencess of the extensive but only partially successful regreening and
reforestation programmes initially launched 1n the late 1960s.

Recognizing that these measures may not he sufficient to alleviate the environmental concerns
prompting the shift in consumer demand away from tropical timber products, the government
adopted a comprehensive National Forestry Action Programme in August W1, One of the
principal features of this programme, which is aimed at ensuring a sustainable exploitation of
Indoncesia’s forestry resources while  protecting the country’s natural cco-svstems, s the
development of industrial timber estates as the main source of raw materials for the wood
processing industry.  This followed a decision taken in July 1991 by the International Tropical
Timber Organization (ITTO), of which Indonesia is a member, to phase out the trade in timber
from natural forests by the year 2000.™

In linc with this new policy. the government has begun (o encourage both the State-owned foresin
cnterprise PT inhutani and private investors, both domestic and forcign, to establish industriai
fosests and timber estates. As far as possible, these estates are o be developed ia conjunction
with the transmigration programme of population rescttiement from Java to the “outer” islands,
and arc targeted to cover 1S million hectares by the end of the current Five-Year Development
Plan period in March 1994, Despite a slow start, this target appears likely to be met. Several
statements by the Minister for Forestry during the course of 1992 suggest that private sector
applications for the creation of 291 timber estates with a total acreage 11.5 million hectares had
been lodged with his minisiry by the end of June 1992, and that PT Inhutani had been assigned
to develop timber estates in transmigration arcas in cooperation with 100 forcign companics.
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With most commercially important tropical umbers requiring 30-50 vears to mature, the
development and cxploitation of timber estates will inewitably involve a long gestation period.
While some attempts are being made to identify and propagate fast-growing trees for industrial
uses, such as the production of plywood and blockboard. the emergence of timber shortages
cannot be ruled out in the foresecable future, and according 1o some recent reports are already
becoming visible. 8 Such shortages are likely to become particularly severe in the transition
period between the cessation of logging activities in natural forests and the commencement of
timber estate harvesting. In this period, the wood processing ndustry may be faced with the need
to operate well below capacity. or to depend increasingly on imported timber 5!

Apart from the risk of environmentally based consumer rejection and the threat of a wemporary
raw material shortage. the plywood industry faces uncertain prospects for a varicty of other
reasons. [Its competitiveness in its main market. Japan. continues w be hampered by the
imposition of a varicty of tariffs regarded by Indonesia as discriminatory and unfair > while
exporls to another leading market, the United States, are threatened by the mposition of
countervailing dutics becausc of the alleged subsidization of the industry by the Government of
Indonesia®*  With the government already having imposed a ban on the establishment of
further plywood mills since 1989, and with Indoncsian plywood producers themselves having
established an export rationalization scheme to stabilize international prices in 1956, it now
appears ccrtain that the industry has passed through its main expansionary phase. and the coming
years will witness its streamlining and consolidation.

By contrast, the prospects for the sawmilling industry remain favourable, provided access to an
adequate raw material basc can be ensured. This relatively promising outlook 1s based on the
expectation that the downstream processing industrics will continue to grow rapidly in the short
to medium term, and will gencrate continuing increases in demand for sawn timber. An indication
of the likely growth of thesc industries is given by the extensive investment inicrest that they
continuc to attract. According to data published by the BKPM, seven projects in the wood-
processing indusiry with a combined capacity of some 990.000 tonnes of various wood products
were licensed during the first cleven months of 199234

The prospects for the rattan processing and rattan-goods manufacturing tndustry are also
encouraging. In view of Indonesia’s extensive and rencwable raw maicrial base and the continuing
interest in rattan products in cxport markets, the industry is not likely to face any scrious supply
or demand constraints. Its favourable prospeets are being reinforced, moreover, by its increasing
sophistication, which is being reflected in progressive improvements in the desien and quality of
rattan goods manufactured in Indoncsia.

PULP AND PAPER

The resource base

Indonesia’s vast forestry resources provide the country with a strong base for the establishment
of a pulp and paper industry. This is being substantially cnhanced by the recently initiated
programme to develop industrial timber cstates, many of which are specifically intended to
produce fast-growing softwood specics, such as cucalyptus and acacia, for the manufacture of pulp
and paper. According to official data rcicased in mid-1992, 39 of the 291 private sector projects
for the establishment of timber cstates approved by that time were intended to support the pulp
industry. Morec significantly, these 39 projects accounted for almost 8 million hectares of the total
arca of 11.5 million hectares to be covered by all of the 291 proposcd estates.*
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Past trends

Indoncsia’s potential as a producer of pulp and paper was recognized at a comparatively carly
stage, with a 1972 studv arguing that "any successful export substitution policy based on forestn
resources would have to include pulp and paper production. aot oaly because of its Favourable
growth prospects but also because of its outstanding poteatial for contributing to accelerated
industrialization"™  This prompted substantial investments in the pulp and paper industry.
which initially consisted of a refatively small number of State-owned firms but began o atiract
increased private interest during the 1980s. The result has been a dramatic increase in Indonesia’s
production of both pulp and paper since the 1970s, with the country’s ourput of paper increasing
from a mere 22,000 tonnes in 1970/71 to approximately 1.63 million toar.cs by 1991/92, and us
output of pulp increasing from insignificant levels in 1970 to more thar 800.000 tonnes by 1991
(sce Table 1L30).

Table 11130. Production of pulp and paper, 1970-1991, selected years
{Thousand tonncs)

1970 1975 1980 1985 1988 1989 1950 1991%

Pulp - - - 245.8 378.3 490.8 701.0 801.6
Paper 22.2 46.7 232.0 551.9 948.2 1,149.0 1,399.7 1,650.3

Sourcer "Several Industnal Pulp Progects 1o be Reaiized in the Near Future®. Indonesian Commercial Newsleter.
No 7308 Apnl 1M1 Table 2. p 46,
“Condition and Prospects of Indonesian Pulp Industry”, Indonesiun Commercial Newslemer. No 108, 28
Scptember 192, Table 2. p 10
Government of Indonesia. Nota Kewangan dan Rancangan Angrarar Pendapatan dan Belanyo Nevard. vanous
issues. and Supplement to the President’s Report 1o Parliament. 15 August 1992

a Prehiminan
b Fiscal vears beginming 1 Apn! of vear indicated

A particularly strong growth performance was recorded in 1986-1987, when g number of new
publicly and privately owned manufacturing plants came on stream. Thesc included two newsprint
mills (operated by the State-owned PT Kertas Leces at Leces near Probolinggo in East Java and
the privately owned PT Aspex Paper at Bogor in West Java respectively), two State-owned plants
for the manufacture of kraft paper and cement sacks (PT Kertas Kraft Acch located in the
province of Acch in northern Sumatra and PT Kertas Kraft Cilacap located in the city of Cilacap
in Central Java), and a vast pulping plant cstablished on the shores of Lake Toba in North
Sumatra by the privately owned firm PT Inti Indorayon Utama. In addition, the privatcly owned
firm PT Indah Kiat Pulp and Paper also increased its capacity significantly during this period.

A particularly ambitious project was proposed in 1987 by the Scott Paper Company of the United
States and the Indoncsian business group Astra International. This called for the cutting down
of 200,000 hectares of virgin forest in Irian Jaya, and the cstablishment on this site of a plantation
of a fast growing varicty of cucalyptus and an intcgrated pulp mill. These plans prompted
widespread proltests by eavironmentalists both inside and outside Indoncsia, however, which

cnm:‘i‘bmcd to the Scott Paper Company's eventual decision to pull out of the project in October
1984
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Fig. lLG. Production of pulp and
paper, 1985-1991, selected years
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The ultimate withdrawal of the Scott Paper Company rotwithstanding, the very fact that a project
on such a scalc had even been mooted provided a strong psychological boost 1o the industry.
Within months of the project being aborted, industry and government spokesmen publicly declared
their intention to make Indoncsia the world's largest producer of pulp. paper and ravon by the end
of the present century. At about the same time, a large private company announced plans to
cstablish the world's largest single paper mill with 100 production lines, almost three times as large
as the largest then existing paper mill ¥/

The following vears have witnessed a further substantial expansion and diversification of
Indoncsia’s pulp and paper making capacity, with most major domestic conglomerates having
entered the industry, often in joint ventures with foreign companics and sometimes in parincrship
with the Statc-owned enterprises in the industry.® By the end of 1991, the number of pulp
factorics registered in Indonesia had risen 1o 14, with a total capacity of 1 million tonnces per vear,
whilc l!&;' numbcer of paper mills had riscn to 49, with a combined annual capacity of 3 million
tonnes. ™

The varictal range of pulp and paper manufactured within Indoncesia has expanded dramatically
as a result of these investments. Whereas much of the pulp produced in the country prior 1o the
mid- 1980s was short-fibre pulp manufacturced from such raw matcrials as rice straw, bamhboo and
sugar canc bagassc, the balancc is gradually shifting towards the production of better-quality long-
fibrc pulp as a result of the cstablishment of the new cnterpriscs using pulpwood as o raw
matcrial. The paper industry, which untif thc mid-1980s produccd mainly writing and printing
paper. has also diversificd significantly in recent years, and now produces several different types
of paper, including ncwsprini.”!’ kraft paper, corrugating medium, cigarette pspers and tissue
paper (scc Table H1.31).
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Table 11131.  Production of paper by type. 1987-1990
(Thousand tonncs)

1987 1988 1989 1999
Type of paper:
Newsprint 121.8 140.0 143.7 157.1
Printing and writing paper 283.8 317.7 417.7 503.8
Kraft paper - 10.5 75.0 96.9
Kraft liner 100.7 102.0 165.5 191.5
Corrugating medium 137.3 144.2 157.9 173.6
Board 156.0 180.7 168.9 281.2
Cigarette paper 1.7 5.3 11.2 10.6
Wrapping paper 15.7 24.0 8.4 17.6
Paper tissue 6.5 6.9 6.5 5.8
Tota1®/ 826.5 931.4  1,154.8  1.438.1

Source. . "Condition and Prospects of Indonesian Pulp Industry™. Indonesian Commercial Newslener. Mo 105, 28
September 1992, Jakana. Taric 9. p. 19

a Totals may he shightly inconustent with thase in Tabie .30 due 10 different sources and accounting penods.

The pulp and paper industry is being developed as an import substituting industry in the firat
instancc, albeit with the intention of tapping export markets once domestic demand for its output
has been satisficd. Conscqueatly, although Indonesia continues to import substantial quantitics
of pulp and paper products, it has also emerged as an increasingly important exporter, with most
major domestic producers having begun to export a proportion of their output by the early 1990s.
Between 1986 and 1991. Indonesia’s total cxports of paper consequently incrcased at an annual
average rate of about 40 per cent from approximately 68,700 tonnes to almost 363,700 tonncs.
During the same period, the country’s exports of pulp increased by about 150 per cent per vear,
from 1,300 tonncs to 130,900 tonnes (sce Table lll.32).°2'

Table 111.32. Exports of pulp and paper, 1986-1991
(Thousand tonncs)

1986 1987 1988 1989 1990 1991

Paper 68.7 1717.1 202.1 196.8 192.0 363.7
Printing/writing paper 36.8 96.1 113.8 124.7 [12.0 224.6
Industrial paper 10.9 80.8 8.8 1.7 18.9 135.5
Tissue paper 1.1 0.1 0.4 0.4 1.1 1.6
Pulp 1.3 1.5 1.9 53.3 141.7 130.9

Sources “Pulp and Paper bxports Up Significanthy”. Indonesian Commercial Newdener. No 88, 25 November 191,
Jakana. labic I p 28
"Puip and Paper 10 Become Major Faport Commodities”. Indonesian Commercial Newsletter, No 107, 14
Seprember 1992, Jakarta, Table 1. p 48

€ United Nations industnal Development Organization




120 Industrial Branch Profiles

Fig. lLH. Exports of pulp and paper,
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Constraints and prospects

Public concern over the risk of pollution and cnvironmental damage poses the most severe threat
to the future growth of the pulp and paper industry. As indicated above, the outrage provoked
by the proposal to cut down 200,000 hectares of diversified natural forest and replace it with a
monocultural timber plantation played a major part in the decision taken by the Scott Paper
Company to withdraw from its intended venture in Irian Jaya in 1989. In the samce vear. the
leading producer of pulp, PT Inti Indorayon Utama, was indictcd by an environmentalist
organization for the damage caused by the mill's cffluent to the local environment. Although the
court eventually ruled in the company’s favour, the incident underlined the growing strength and
awarcness of the environmentalist movement in Indoncsia.

In response to these mounting cnvironmentalist pressures, the Government of Indonesia is now
restricting the establishment of pulpwood estates to low-productivity grasslands and arcas that have
alrcady sustaincd environmental damage through intensive logging operations.  In addition.
attcmpts are also being made to limit the damage causcd by the waste materials generated by the
pulp and paper manufacturing process. In October 1981 the national Environmental Impact
Control Board (Badan Pengendalian Dampak Lingkungan, BAPEDAL) signed a cooperation
agreement with the Swedish Environmental Rescarch Institute IVL on the transfer of technology
for the reprocessing of such wastes.

Hoping to overcome the environmental constraints to the future growth of pulp and paper
manufacturing through measures such as thesc, the Government of Indonesia appears determined
to promotc the further development of the industry in the coming years. According to official
projections rcvealed by the junior Minister for Industry in March 1992, the capacity of the pulp
producing industry is targeted to incrcasc from about 1 million tonnces in 1992 to almost 15 million
tonncs by the end of the Seventh Five-Year Development Plan in March 2003. The capacity of
the paper industry, meanwhilc, is projccted to increase from some 3 million tonncs to more than
7 million tonnes during the samc period.”Y
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With both domestic and foreign demand for paper likely (e continue increasing significantly in the
foresecable future. and with Indonesian producers hkely 1o enjoy significant cost advantages over
their forcign competitors, the prospects for the pulp and paper industry appear favourable. Even
if the government's ambitious targets prove unachievable, there can be little doubt that 1 wall
cxpand significantly over the coming vears as the large number of projects currenthy being
implemented become operational. By the end of 192, no fewer than 16 such projects. with a
combincd capacity of almost 6.5 million tonnes per annum and involving a total investment of
morce than $14 hillion, were in progress in the pulp industry alonc ®

D. PETROLEUM REFINING, PETROCHEMICALS, FERTILIZERS AND
PESTICIDES

PETROLEUM REFINING AND PETROCHEMICALS
The resnurce base

Indonesia is a significant producer of petreleum. The latest available official estimates of the
country’s proven and pmbahk reserves of crude oil suggested a total of about 11 billion barrels
in mid-1991, but this figure 1s widely believed to understate its potential reserves by a subs(.'mual
margin because only 36 of the country's 60 known basins have so far been explored ™
Production has been running at approxamately 1.3 million barrels per day in recent vears. not far
below the current estimated sustainable capacity of approxmately 1.5 million barrels per day.

As well as crude oil, Indonesia also has substantial reserves of natural gas.  Estimates published
in mid-191 indicated that Indonesia’s reserves of natural gas amounted to approximatcly 91.5
trillion™ " standard cubic fect (1scf), or 15K billion barrels of oil cquivalent (boc). Of this total,

more than 67 tsef were proven deposits, with the remainder being ngardcd as polential reserves.
Following the announcement of several further discoveries during 199277 these reserves have
now risen to almost 100 tsef.

The vast bulk of known reserves are located offshore around the Natuna islands in the South
China Sca (41.4 per cent), and off the coasts of East Kalimantan (25.3 per cent) and northern
Sumatra (159 per cent). So far only the latter two deposits, centred around the Arun and Badak
ficlds, respectivels, are being exploited.  Negotiations on the development of the large Natuna
ficld, which poses a number of scrious technical problems.™ were initiated in mid-1992.
Approximatcly 71 per cent of the natural gas produced in Indoncesia at present is marketed, with
the remainder being used mainly by the producing companies themsclves and only @ small
proportion being flared

OIL REFINING
Past trends

The discovery of crude oil in various parts of the Indonesian archipelago at the start of the
twenticth century was soon followed by the establishment of & number of lazge refining complexes
at Pangkalan Brandan (Acch, northern Sumatra), Plaju and Sungai Gerong (ncar Palembang in
South Sumatra), C cg;x (Central Java), Wonokromo (ncar Surabaya in East Java) and Balikpapan
(East Kalimantan). These refinerics, modernized and extended, form the basis of the
Indonesian petrolcum processing industry, which was augmented in the 1970s by three further
refinerics at Dumai and Sungai Pakning (Riau, castern Sumatra), and Cilacap (Central Java).
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During this period. the Plaju and Sungai Gerong refineries were also brought together to form the
Musi refinery complex. With the exception of the Cepu refinery, which 1s owned by the Rescarch
and Technology Development Centre for Oil and Gas, Lemigas, all of these refineries are owned
aad operated by the Staic-owned petroleum company Pertamina. In 1991/92 the total installed
capacity of these eight refinerics amounted to 832.000 barrels per stream day (bsd) (see Table
I11.33).

Table 111.33. Petrolevm refining capacity by refinery, 1991/92

Installed capacity

Refinery Location (Million barrels per day)
Pangkalan Brandan Ace.. 5.0
Dumai Riau 110.0
Sungai Pakning Riauy 50.0
Musi South Sumatra 123.3
Cepu Central Java 4.0
Cilacap Central Java 300.0
Wonokromo tast Java 2.0
Balikpapen East Kalimantan 257.3

Source:  Fmbassy of the United States of Amenca. “The 1991 Peroleum Report:  Indonesia”. July 1991 Jakana.
Appendix 9.2, p. i13.

Indoncsia’s crude oil refining industry has historically been geared towards the production of
lubricants, fucl oils and other petroleum-based products for the domestic market.  Although its
total capacity has traditionally exceeded local demand in overall terms. its product mix has not
always matched the requirements of the domestic market, necessitating imports of a variety of
petrolcum products. This discrepancy between domestic demand and supply became particularly
obvious in the carly 1980s, when Indonesia was forced to import increasing amounts of kerosene
and middlc distillates while struggliug (o find a market for the low sulphur waxy residue produced
by its cxisting refinerics.

In order to restore a degree of balance between local production and consumption, the
government initiated a major refinery expansion programme in the late 1970s and carly 1980s.
This resulted in the construction of secondary processing facilitics at several of the existing
refincrics. In particular, two farge hydrocrackers with a combined capacity of 145,000 bsd were
installed at the Dumai and Balikpapan refinerics to ﬁ»mccs.s residual fuel into kerosene and the
middle distillates then in short supply in the country.'™

Since the completion of this last refinery cxpansion programme in 1986, however, the rapid growth
of cconomic activity has causcd a new gap to open up between domestic supply and demand (sec
Table 111.33). This has prompted a stcady increasc in imports of petrolcum products from 5.4
million barrcls in 1986 to 23.9 million barrels in 1990, with the bulk of these imports consisting
of automotive diesel fucl and jet fucl. The inability of output growth to keep pace with the
increasc ,in demand has gencrated considerable consternation within Indonesia during recent
years,!'”! and caused Pertamina 1o consider ini(ialinF a4 new programme to expand the
country's refincry capacity by about 600,000 bsd by 1996.'0%/
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Table 11134, Petroleum supply and demand balance, 1970-1991, selected years
(Million barrels)

1970 1975 1980 1985 1988 1989 1990 1991®

Crude oil

Production™ 3i1.6 476.9 577.0 489.9 491.5 514.2 533.7 581.0
Imports 0.8 2.6 32.9 32.1 31.2 28.1 47.1 54.0
Exports ., 228.1 363.1 378.8 295.1 276.6 291.5 288.3 330.5
Refinery inputs‘’ 83.7 113.4 192.9 199.8 245.8 247.6 275.3 284.1

Refined products
Refinery ovutputs 83.7 113.4 192.9 199.8 245.8 247.6 275.3 284.1
0f which:

Kerosene 5.1 38.3 41.4 43.5 45.0 47.3
Waxy residue 55.7 25.7 47.2 40.6 4]1.8 44.3
Diesel 34.2 50.1 61.3 65.4 72.5 76.6
Fuel oil 18.9 15.0 18.4 18.4 26.9 27.0
Petrol 23.9 23.6 37.8 44.1 43.4 48.7
Others 12.6 29.9 26.0 21.9 28.9 21.3
Losses and fuel
for refineries 13.5 13.1 13.7 13.7 15.2 15.9
Exports 36.3 36.6 53.4 47.3 63.7 55.4 57.8 56.0
0f which:
Waxy residue 27.2 32.6 51.0 32.1 45.3 40.6 42.0 43.3
Others 9.1 3.0 2. 15.2 18.4 14.8 15.8 12.7
imports 2.1 15.0 21.1 2.7 13.3 21.3 23.9 21.8
0f which:
Petral i.5 6.8 7.4 3.7
Diese! 8.6 13.8 13.8 15.7
Fuel nil 3.1 0.7 2.4 5.2
Others 0.1 - 6.3 0.5
Total supply 42.0 85.1 147.1 142.1 182.4 199.6 226.2 234.0
Domestic consumption 39.2 7.5 139.6 155.3 171.3 183.6 211.4 266.6
Change in stocks 2.4 7.6 7.5 -13.2 11.1 16.0 14.8 -32.6

Source. Department of Mincs and Facrgy. [Directorate General of (il and Gas. vanous publications.

a’ Preiminary
b Includes natural gas condensate
<’ Adjusted for swaps and changes in stock.

Apart from the nced for additional refinery capacity gencrated by the continuing growth in
domestic demand, there is also considerable scope for the establishment of export-oricnted
refinery capacity, since the bulk of Indonesia’s petrolcum production continues to be exported in
the form of crude oil. In recognition of this potential for increasing the degree of domestic value
addced in Indonesia’s petroleum exports, the construction was proposed in 1990-1991 of four major
export-oriented refinerics at Balongan (ncar Circbon in West Java), Sorong (north-western Irian
Jaya), Tanjung Uban (on Bintan island in the Riau archipelago somc five kilometres southeast of
Singapore) and in the vicinity of the Sungai Pakning and Dumai refincrics in Riau. They arc to
he established with forcign cquity participauon, and will process both local and imported Middlc
Eastern crudes for cxport to Japan and the United States in particular.'m/ Originally intended
to come on stream by the mid-1%))s, their establishment is likcly (o be delayed for financial

rcasons, and the last of them is now expected to be inaugurated towards the end of the 1990s at
the carliest,
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Fig. llLl. Production and export of
crude oil, 1970-1991, selected years

Million barrels

600 -

500 -

400 -

300 -

200 -
160 -
0 - - . - - - . - - - . - L. - - - e
1970 19758 1980 1985 1988 1989 1990 1991
Year

Exports i Production

Constraints and prospects

Since most of Indonesia’s known reserves of crude oil are in relatively small fields, often of less
than 200 million barrels, ongoing exploration activity is nccessary to maintain the industry’s
capacity and sustain production levels. Such exploration is becoming increasingly difficult,
however, as most of the remaining basins are located in remote arcas, and often offshore in water
depths of morc than 200 metres. Fearing that the rate of new discoveries will not keep pace with
the depletion of existing reserves, the government has taken a number of measures in recent years
to conserve Indoncsia’s existing resources and cncourage increased exploration. Significant cfforts
have consequently been made to introduce more fucl-efficient technologics into Indoncesia and to
diversify domestic energy sources. At the same time, a varicty of incentives have been offered to
oil companics to undertake exploratory work in fronticr arcas, and to adopt enbanccd oil recovery
(EOR) techniques to raise the yicld of existing ficlds.

Opinions on the futurc of Indoncsia’s oil industry vary widcly. Somec analysts have suggested that
the country’s exportable surplus will disappcar by the end of the 1990s as a result of stagnant
production and incrcased domestic consumption, and that the following years will witness a gradual
but steady declinc in output. Others have argued that the increasing development of new ficlds
and thc adoption of EOR mcthods on existing ficlds will at the very least cnsure that current
production levels arc maintaincd, and may even prompt an increase in Indonesia’s production
capaci:y.m"/ Which of these predictions proves to be more accuraic will depend to a large
extent on futurc price levels prevailing in intcrnational oil markets, and their impact on the
viability of thc necessary investments in exploration and development.
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These uncertainties regarding the raw maternial supply prospects do not, however, act as a serious
short term constraint on the development of the Indonesian petroleum refining industry. Indeed.
a cessation of oil exports owing to increased domestic consumption would, if anything, increase
the nced for a domestic refining capacity, since the growth in domestic demand will inevitably be
for refined petroleum products. Even a gradual decline in the production of crude oil need not
necessarily threaten the short term growth of the refining industry. since a complete depletion of
Indonesia’s oil reserves is unlikely in the foresecable future and the industry could in any case
conceivably remain viable as a processor of imported oil.

A more binding short term constraint on the expansion of Indonesia’s refining industry is posed
by the shortage of financial resources in general and foreign exchange o particular. In order to
overcome this counstraint, the Government of Indonesia has actively sought to attract private sector
involvement in the development of the petroleum refining industry, and all of the four export-
oriented refinery projects proposed in recent years were intended to be set up and operated by
consortia including both domestic and foreign private investors. Concerned about the burgeoning
growth of Indonesia’s short term commercial foreign debt in 1989- 1990, the government was forced
1o initiate a wide-ranging rescheduling of its refinery development programme in 1991. Of the
eleven large-scale refinery construction and cxpansion projects then under consideration, five were
shelved indefinitely and the implementation of four of the remaining six was postponed to 1993/94
and 1994795105/

NATURAL GAS PROCESSING

Past trends

Indonesia’s vast reserves of natural gas began to be exploited commercially in 1977/78, when
plants to process the deposits of the Arun and Badak fields were installed at Lhokscumawe (Acch)
and Bontang (East Kalimantan) respectively. These plants, known as trains, liquefy the natural
gas to about onc-sixhundredth of its volume by cooling, thereby facilitating easier handling and
transportation. From an initial complement of five trains (three at Arun and two at Badak) with
a total capacity of 7.5 million tonnes per year, Indonesia’s liquefaction facilities bad increased to
cleven trains (six at Arun and five at Badak) by t. . cnd of 1989, with a total effective capacity of
more than 20 million tonncs per year. A sixth train is under construction at Badak, and cxpected
to become operational by 1994.

The liqueficd natural gas (LNG) produced at these facilities is intended entirely for export, and
the growth of Indonesia’s gas liquefaction industry has becen linked directly to the signing of export
contracts. The volume of exports has increased steadily during the past 15 vears, from 620,000
tonncs when the industry was established in 1977 to an estimated 22.5 million tonres in 1991, A
particularly dramatic increase took place in the mid-1980s following the completion of four
additional trains (two cach at Arun and Badak) with a combined capacity of about 6.2 million

tonnes per year. Since that time. Indonesia has been the world's largest exporter of LNG (see
Table I11.35).

In the initial stages, all of the LNG pre.duced in Indonesia was supplicd under long term contracts
of 20 years or morc to a consortium of Japanesc utilitics. Similar long term contracts, albeit on
a smaller scale, were signed with utility companies in the Republic of Korca in 1983 and Taiwan
Province in 1987, and became operational in 1986 and 1990 respectively. Since 1987, Indoncsia

has also signed scveral short term contracts with utilities in Japan and the Republic of Korea (sce
Table 111.36).
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Table 111.35. LNG capacity and exports, 1977-199., selected years
(Million tonnes)

1977 1980 1985 1988 1989 1950 1991¢

Capacity 3.20 9.60 17.10 20.10 2C.10 22.60 23.00
Exports 0.62 8.60 15.47 18.51 18.69 20.64 22.50

Source.  Embassy of the United States of Amenca. “The 199 Pemaleum Repor:  Indonesia”. July 1991, Jakana.
Appendix 128, pp. 128-129.

a; Estimate.

Table 111.36. LNG export contracts signed 1973-1992

Year signed Contract period Buyers Thousand tonnes/year
Long-term

1973 1977/1999 Japan 8,423
1981 1983/2004 Japan 3,317
1981 1984/2003 Japan 3,3C3
1983 1986/2007 Republic of Korea 1,997
1987 1990/2010 Taiwan Province of China 1,540
1990 1994/2014 Japan 2,000
1991 1994/2014 Republic of Korea 2,000
1991 1992/2007 Republic of Korea 300
1992 1996/2000 Japan 200
1992 2001/2015 Japan 300
Short-term

1987 1987/1990 Japan 699
1988 1988/1993 Japan 279
1988 1988/1997 Japan 83
1989 1990 Japan 360
1990 1991/1994 Japan 2,800
1990 1990/1993 Japan 855
1990 1990/1991 Republic of Korea 184
1991 1991 Japan 470
1991 1992/1995 Republic of Korea 2,600
1991 1992/1693 Japan 350

Sources:  Lmbassy of the United States of America. "The 1991 Perroleum Report: Indonesia”, July 191, Jakara. Lable
6, p. 48. and supplementary information

In addition to the liquefaction industry, Indoncsia has also established a substantial capacity for
the production of LPG from its natural gas resources (sez Industrial Map). From approximatcly
355,000 tonnes in 1977, produccd mainly as a by-product of the crude oil refining process at
scveral of Indonesia’s petroleum refincrics, the volume of LPG production increased fitfully (o
about 800,000 tonnes in 1985-1987. A dramatic increasc in output was recorded in the following
years as two new LPG extraction plants with a combined capacity of 2.25 million tonnes per
annum were completed at the Arun and Badak LNG processing complexes.
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Although some LPG has traditionally been used as a domestic fuel within Indonesia, the bulk of
the country’s output has always been exported (sec Table 111.37). The large LPG production
facilitics brought on stream in the late 1980s. for cxample, were built specifically 1o enable
Indonesia to fulfil a ten year contract for the shipment of 1.95 tonnes per year to Japan, which
accounts for some 87 per cent of Indonesia’s total LPG exports. Modest volumes are also shipped
to the Republic of Korea, several neighbouring ASEAN countries, Australia. Hong Kong, and the
United Statcs.

Table HI37. Production, domestic sales and exports of LPG, 1977-1990, selected years
(Thousand tonnes)

1977 1980 1985 1988 1989 1990 1991
Production 353.5 564.3 815.4 1,253.1 2,572.7 2,738.6 2,737.9
Domestic sales 38.2 59.6 145.6 235.1 265.2 317.4 361.6
Exports 197.7 520.4 635.4 943.8 2,481.4 2,602.1 2,528.8

Sources: Fmbassy of the United States of America. “The [99] Pemoleum Report:  Indonesia”, July 1991, Jakarta.
Appendix 13.2. pp. 130-131.
Embassy of the United States of Amenca. "Peroleum Report - Indonesia - 19927, August 1992, Jakarta.
Appendix 13.1. p. 83.

Apart from producing LNG and LPG for export, Indonesia is incrcasingly beginning to utilize its
natural gas resources to mecet its domestic fuel requirements and as a feedstock for the rapidly
expanding domestic petrochemical induslry.l%/ Several cement plants and power stations have
been converted to operate on natural gas in recent years, and the consumption of city gas rose
from 1.674 million scf in 1987 to 12,522 mscf in 1990. Since 1987 the government has also been
promoting the usc of compressed natural gas (CNG) to fuel public transport vehicles, and a
numbcr of taxi companics in Jakarta have alrcady re-equipped a part of their fleet to run on CNG.

Constraints and prospects

The large number of export contracts for LNG signed in recent years reveal a strong overscas
demand for Indonesia’s natural gas, which is widely appreciated as an cfficient and non-polluting
fucl. Domestic demand for natural gas also appears sct to risc significantly in the coming ycars
in response to the numerous recent cfforts of the government to diversify domcstic fuel
consumption patterns, and in particular to promote the use of natural gas. Thesc trends clearly
augur well for the continued growth of the gas processing industries.

To mcet the growing demand for its natural gas resources, Indoncsia will have to invest heavily
in the development of new sources of supply, since the Arun and Badak fields currently being
cxploited do not have sufficient reserves to fulfil Indoncsia’s export obligations for the next two
decades. The development of the Natuna ficld with its estimated reserves of 45 tscf has therefore
become a particularly urgent priority, and ncgotiations on the matter were initiatcd between
Pcrtamina and the United States firm Exxon in 1992, By the end of the year it was announced

that agrcement had been reached in 7principlc, paving thc way for the field's development at an
cstimated cost of some $17 billion. "7/
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The discovery in April 1992 of a new natural gas ficld at Kuala Langsa in northera Sumatra
provides an additional source of raw materials. This field is located near the existing Arun
processing complex, and has estimated reserves of about 7 tsef. If the evaluation procedures
currently in progress vield positive results, this field could provide Indoncsia with an easily
accessible gas stream sufficient to meet most of its external obligations and domestic nceds for the
foresecable future. and obviate the nced for an carly development of the Natuna field.!”®

Apart from these possible raw material problems, the natural gas processing industry is also faced
with the same financial constraints that confront the oil refining industey. Of the three projects
in this ficld under consideration at the time of the Y1 rescheduling exeraise. only one, the
construction of the sixth iquefaction train at Badak. was permitted to proceed without delay. The
other two, a debottlenecking pro;cct covering the first four LNG trains a* Badak and a pm]gct for
the construction of an LPG plant in southern Sumatra. have been postponed indefinitely. '™

PETROCHEMICALS
Past trends

The establishment of a comprehensive petrochemical industry based on Indonesia’s extensive
oil/gas resources has been an important objective of the government of Indonesia since the mid-
1970s. In pursuing this goal, the government has sought both to reduce Indonesia’s dependence
on imports of such products, and to increase the degree of domestic value added in the country’s
exports of oil and natural gas. From the outset, however, the achievement of this objective has
been hampered by the heavy capital requirements of his component of the industrialization
process. With the exception of a then still modest chemical fertilizer industry, which will be
discusscd separately below, Indonesia’s capacity for the production of petrochemicals was therefore
limited te a polypropylenc plant at the Plaju refinery in South Sumatra until the late 1970s. e,

Spurred by the large windfall carnings generated by the rise in oil prices in 1979-1081, the
government of Indonesia drew up a number of large-scale industrial and infrastructural projects,
among which two upstream petrochemical projects took pride of place. Onc was a $1.5 hillion
aromatics centre proposed for Plaju, which was intended to produce substantial quantitics of
benzene, paraxylene, orthoxylene, toluene and purified terephthalic acid (PTA) from naphtha
produced at the Plaju and Sungai Gerong oil refinerics. The other was a $1.6 billion olefin centre
proposed for the Lhokscumawe natural gas processing complex in Acch, which was intended to
produce ethylene from locally obtained natural gas and process this further into both low- and
high-density polvclhvlcnc and vinyl chloride monomer (VCM), with caustic soda being produced
as a hy-producl However, budgetary and balance of payments pressures arising from the
accclcratmg decline in oil prices after 1981 caused the government to review its development
priorities in 1983, when these and 45 olhcr capital and import intensive projects with a (otal value
of some $21 billion were shelved.'!

Despite persisient shortages of financial resources, the petrochemical industry expericnced a steady
growth in the mid-1980s, with a domestic manufacturing capacity being established for a number
of products including alkyl benzene, PTA and methanol during this period (sce Table 111.38). A
significant revival of the government’s plans to develop a petrochemical industry did not take place
until mid-1988, however, when an ambitious programme comprising 21 separate projects with a
combined invesiment value of $4.5 billion was announced by the Minister for Industry.'' By
this time a progressive liberalization of industrial and investment regulations had also paved the
way for a much larger involvement by the private scctor, which was actively cacouraged 1o invest
in the industry.
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This programme has had to be modified frequently sincc its announcement in 1988 to
accommodate changing investor interests angd the government's concern to restrain the growth of
Indonesia’s foreign commercial debt.''¥/ In spite of these changes, however, the petrochemical
industry has begun to show some growth in recent years. In December 1990 a paraxylene plant.
which also produces benzene, was inaugurated at the Cilacap refinery in Ceniral Java'™¥ This
was followed by the inauguration of a polvester plant in Purwakarta in West Java in November
1991. and of Indoncsia’s sccond polypropylenc factory in Cilegon in West Java in Junc 1992116/

Table 11138, Production of selected petrochemicals, 1986-1990

(Tonncs)

1986 1987 1988 1989 1990
Purified terephthalic acid (PTA) 56,000 122,245 120,969 116,920 127.500
Polypropylene - 1,750 6,000 3,700 6,137
Polyviny! chloride (PVC) 87,465 83,131 80,828 108,414 161,902
Polystyrene 13,333 11,860 13,155 12,802 14 121
Vinyichloride monomer - - - 62,504 57,000
Methanoi 100,000 183,724 253,157 289,535 291,331
Alky! berzene sulphonate - 55,300 66,000 69,089 76,794

Sources:  "Humpuss Group takes part in Partamina’s Petrochemical Project”, Indonesian Commercial Newsletter, No. 63,
12 November 1990, Jakarta. Table 1. p 43
“Construction of a Private-run PTA Project Starts®, Indonesian Commercual Newslener, No. 83, 23 September
1991. Jakarta, Table 1. p 30
“Condition and Prospects of Plastic Raw Matenal Industry”. Indonesian Commercial Newslemer, No. 77. 10 June
1991. Table 6. p. 17.
“P'I' Asatimas Subentra Chemical to Double its PV Production Capaaty”, Indonesian Commercial Newsleaer,
No. 87, 11 November 1991, Table 3. p. 49.
“Humpuss Group Again Strengthens its Position i the Methanol Industry’, Indonesian Commercial Newsierter,
No 98.27 Apnl 1992. Table 2. p 39
“Domesuc Consumption of Alkyl Benzene Sulfonate Increases™. Indonesian Commercial Newsletter, No. 113,
21 December 1992, Table L. p 35

In addition to the increasing production of upstream and intermediate petrochemicals, recent years
have also witnessed a significant cxpansion of industrics manufacturing end-use products (sec
Table 111.39) from petrochemical raw materials, many of which are still imported. One of the first
of these industrics to be cstablished in Indoncsia was the PVC pipe industry, which began on a
modest scalc in the carly 1970s, but by 1990 had cxpanded to include ten large manufacturers with
a total capacity of 62,150 tonnes per year and a large number of smaller producers with an
cestimated combined capacity of about 43,000 toanes per year.''” The plastic bag industry is
similarly well established, comprising 54 produccrs with a total capacity of 490 million bags per
ycar, and has also recorded a strong growth in output since the mid-1980s. In contrast to many
other petrochemical-based industrics, which play a largely import-substituting rolc, this industry
has also been extremely successful in penetrating overscas markets, with the volume of exports
rising from 11 tonncs in 1985 to an cstimated 11,700 tonncs in 1991.'%/ The polyurcthanc

foam industry is also rclatively well established, and currently compriscs seven firms with a total
annual capacity of almost 5000 tonnes.!'”/
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More recently, a considerable capacity has been established for the production of oriented
polypropylene (OPP) fiim, polyethyicne terephthalate (PET) bottles. and plywood adhesive (urea
formaldehyde and phenol formaldehvde). OPP film, which 1s used mainly as a packaging material.
first began 10 be produced in Indonesia in 1983, and 1s now manufactured by four companices with
a combincd annual capacity of about 30,60¢ tonnes.!™  PET bottles. which are increasingly
being used as containers for mineral water and soft drinks, began to be produced in Indonesia in
1986. and arc now manufactured by two companies.””!”  The phwood glue industry. finally.
also had its origins in the carly 1980s. and currently comprises some 2 companies with a total
annual capacity of 995,000 tonnes. 1

Table 111.39. Production of petrochemical-based end-use products, 1986-1990
(Tonnes except as indicated)

1986 1987 1988 1989 195C
Oriented polypropylene film 7,564 10,045 12.054 15,050 17,300
PVC pipes 55,400 57,196 60,170 61,800 74.67C
Plastic bags (Million units) 376 400 430 432 368
Plywood glue 442,920 543,500 618,143 727,361 833,700

Sources:  "Condiion and Prospects of OPP (Onented Polypropylene) Film Industey™, Indonesian Commercid) Newsietner.
No 82, 36 August 1991. Jakarta. Table 3. p. IS
“Condition and Prospects of PVC Pipe Industry in Indonesia™. Indonesian Commercial Newslester. N w0 22
July 1991, Jakana. Table 3. p. 12.
"Receipts from Exponts of Plasuic Bags from Indonesia Continue to Increase”. Indonesar «ommrens)
Newsletter, No. 83. 9 September 1991, Jakara. Table 1. p. 29
“High Ltilization of Plywood Glue Production Capacity Encourages New Investments”. Indoncsian ¢ ommercss!
Newslener, No. B1. 12 August 1991. Jakarta. Table 1. p 40

Constraints and prospects

As with the oil refining and natural gas processing industrics, the petrochemical industry has also
been sul?f:glcd to government restraints as a result of the project rescheduling measures initiated
in 1991.1Y  These required the postponement of three major petrochemical projects:  an
aromatics centre at the Arun complex at Lhokscumawe intended to produce paraxyiene and
benzenc;'? a residual catalytic cracker at the Cilacap oil rcfinery intended 10 produce
polypropylene and a number of other materials; and an olefin centre at Cilegon in West Java
proposed by a local company, PT Chandra Asri, belonging to a group of well-connected
busincssmen, which is intended to produce cthylene, polyethylene, pyrolysis gasoline and

polypropylenc.

Not all of these restrictions have been binding, hewever, and the more astute investors have found
ways of procceding with their projects. The most cclebrated cxample of such an adjustment to
changed circumstances has bcen provided by PT Chandra Asri, which avoided an officially
mandatcd rescheduling of its project to 1994 by reconstituting itsclf as a wholly forcign-owned
venture held by offshore companies owned by the Indoncsian investors.'® With construction
having commenced in February 1991, this plant is cxpected to come on stream by 1994,
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In addition to these large-scale upstream projects, a number of smailer-scale downstream projects
for the manufacture of intermediate petrochemical products are also currently in progress. These
include several plants for the production of polystyrene, polyester resin. acnvlic resin, polwinyl
chloride, polypropylene, polvethyiene, meihyl tertiary butvl cther, methanol, butylene. butadiene,
tolucne diisocyanate, pyrogas. PTA, caustic soda, soda ash and ammonium chloride.** . While
not all of these projects will necessarily be implemented on schedule, !> a sufficiently large
number are expected to be completed within the next few vears to ensure a dramatic expansion
and divensification of Indonesia’s petrochemical production.

Many of the end-use products indusiries are also in the process of substantial further expansion.
The PVC pipe industry has attracted considerable investment interest in recent vears. for example,
and fifteen projects with a combined capacity of almost 71,000 tonnes per vear were approved by
the investment authorities in 1991 and the first cight months of 199213 Similarly. the plastic
bag industry has also continued to attract high levels of investment interest, with 20 projects having
been approved in I'W1L'"  The phwood glue industry, which at present faces occasional raw
maicrial constraints because of Indonesia’s himited methanol production capacity. 1s also projected
to experience a further expansion following the granting of investment licencees to four companies
in the cighteen months to the end of June 190213

AGROCHEMICALS - FERTILIZERS AND PESTICIDES

The resource base

Indonesia produces both inorganic and organic fertilizers, and a variety of chemical pesticides.
The petroleum and natural gas industrics provide the principal raw materials for the production
of morganic fertilivers, and are also an important source of the raw materials used by the
manufacturers of pesticides. The production of organic fertilizers, meanwhile. is bascd principally
on the large volumes of compostable plant waste produced in Indonesia. and on local deposits of
phosphates and dolomite.

FERTILIZERS
Past trends

The establishment and evolution of the inorganic fertilizer industry is closely linked to the fong-
standing cfforts of the government to attain self-sufficiency in the production of rice. | received
its main growth impetus from the introduction and rapid diffusion of highly fertilizes-intensive
"green revolution” cultivation technologics from the carly 1960)s onwards, which prompicd the
goverament Lo initlale a number of wide-ranging programmes to provide rice farmers with
subsidized fertilizer. In order to be able to mect the growing demand for chemical fertilizers
stimulated by these programmes, and supported by the ready availability of the nccessary raw
malerial resources, the government has invested heavily in the industry since the 1960s, which has
resulted in the establishment of a large and diversified domestic manufacturing capacity.!

The Indonesian chemical fertilizer industry had its origins in 1963, whea a then still relatively small
firm with an annual production capacity of 100,000 tonnes of urea, PT Pupuk Sriwijaya (PUSRI),
was inaugurated at Palembang in South Sumatra. This was followed in 1972 by the establishment
of manufacturing facilitics for ammonium sulphatc. triple super phosphate (TSP) and diammonium
phosphate (DAP) at PT Pctrokimia Gresik, a company located at Gresik on the outskirts of
Surabava in Ea 1 Java.  After another hiatus of scven vears, four new urca factorics were
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inaugurated in quick succession between 197 and 1985: PT Pupuk Kujang in Cikampek. West
Java; PT Pupuk Kalimantan Timur (Kaltim) at Bontang in East Kalimantan: and two piants at
Lhokseumawe in Acch, PT ASEAN Acch Fertilizer and PT Pupuk Iskandar Muda. As a result
of the opening of these plants and subsequent capacity expansions, the industry grew very rapidly
during the 1980s, and by 1992 had the capaaity to produce more than 5 million tonnes of urca and
1.8 million tonnes of TSP, DAP and ammonium sulphate.

Because of the critical importance of chemical fertilizers in supporting the achicvement of the goal
of self-sufficiency in rice production, the government of Indonesia has historically regarded
fertilizer production as a strategic industry. From the outset. therefore, it has mposed strict
controls on the production and distribution of fertilizers, and five of the six fertilizer manufacturing
enterprises currently in operation are consequently Stat~-owned. The sixth. PT ASEAN Acch
Fertilizer, is an ASEAN Industnal Project jointly owned by the governments of Indoncsia,
Malaysia, the Philippines, Singapore and Thailand.

Production trends since the 1970s have followed the growth in capacity (see Table 11130). From
a mere 103,000 tonncs of urca in 1970, the output of Indoncsia’s chemical fertilizer industry
increased to a peak of some 5 million tonnes of urca, almost 1.3 million tonnes of TSP/DAP and
more than 650,000 tonnes of ammonium sulphate in 1990. Although a modest fall in output was
registered in 1991, this represented a temporary phenomenon caused by unfavourable climatic
conditions, which prompicd a drop in agricultural demand for fertilizer. 3

Table 111.40. Production of chemical fertilizers, 1970/71-1991/92, selected fiscal years
(Thousand tonncs)

1970/71 1975/16 1980/81 1985/86 1988/89 1989/90 1990/91 1991/92%

Urea 102.9 387.4 1,985.1 3,690.0 4,245.9 4,891.6 5,131.1 4,881.2
TSP/DAP - - 465.0 1,051.0 1,166.0 1,273.2 1,244/ 1,088.3
Ammonium sulphate - 113.8 180.8 482.0 586.1 614.9 636.3 602.5

Sources  Government of Indonesia, Nota Keuangan dan Rancangan Anggaran Pendapatan Jan Belania Negara, vanous
1ssues, and Supplements of the President’s Reports to Parliament. 16 August 1988 and 1S August 1992

a/ Preliminary

The bulk of Indonesia’s output of chemical fertilizer has traditionally been utilized by the domestic
agricultural scctor, although the development of the plywood adhesive industry during the 19805
has provided an additional market for locally produccd urca. As domestic production has
expanded in recent ycars, moreover, Indoncsia has also emerged as a significant cxporter of urca.
Sincc 1977, when the first small shipments were despatched to some ncighbouring ASEAN
countrics, India and Austrahia, Indoncsia’s urca exports have riscn stcadily, and by 1991 amounted
to morc than 1.8 million tonnes. Exports of other fertilizers have remained modcest, however,
fluctuating between a few hundred and a few thousand tonncs per year in the latter half of the
1980s.
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Fig. ULJ. Production of chemical
fertilizers, 1980/81-1991/92,
selected years

Million tonnes

1988/89 1989/90 1990/91 1991/92
Year

*_TSP/DAP . _ Ammonium sulphate

In addition to uts large chemical fertilizer industry, Indonesia has also begun to develop a
manufacturing capacity for natural fertilizers. The first of these firms, which has a production
capacity of 144,000 tonncs of compost per year, was established in 1975 in Mcdan, North Sumatra.
Between 1980 and 1987 cight further plants were established in Medan and at various locations
in East and West Java. They ha.c a combined annual capacity of 160,000 tonnes of phosphatic
and dolomite-bascd fertilizers.!3Y

Constraints and prospects

With all of Indoncesia’s chemical fertilizer plants now operating at closc to full capacity, a further
cxpansion of production is hampered by capacity constraints in the short term. Anticipating a
substantial increasc in both domestic and overseas demand for fertilizer in the coming years, the
government has thercfore launched a major programme to expand, or optimize the usc of,
Indoncsia’s cxisting capacity. This programme, which covers all of the country’s six manufacturers

of fertilizer, is being supported by a number of international donor organizations, including the
World Bank.>/

At PT PUSRI, capacity is to be increascd from 1.52 million tonncs per year to 2.2 million tonnces
per yecar during the course of 1993 as a result of the completion of a new production unit with a
capacity of 570,000 tonncs per year and improvements in the productivity of several other units,
PT Petrokimia Gresik, which has hitherto only produced TSP, DAP and ammonium sulphatc, is
currently in the process of establishing a plant for the production of ammonia with a capacity of
somc 460,000 tonncs per year. In addition, PT Pupuk Kujang, PT ASEAN Acch Ferntilizer, PT
Pupuk Kaltim and PT Pupuk Iskandar Muda, arc all cngaged in measures to enhance production
cfficicncy, which will increase their combined output capacity by about 500,000 tonncs per year.
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In recognition of the constraints on the expansion of the fertilizer industry imposed by the high
degree of control exercised by the State, which resslted in an cffective exclusion of private
entreprencurs from the industry, the governmeat permitted private investment in the production
of fertilizers from 1990 onwards. This resulted in a joint venture being established between PT
Pupuk Kujang and several private firms, including the large and diversified Humpuss
conglomerate, for the construction of a new urea plant. Pupuk Kujang I1, with an installed capacity
of 570,000 tonnes per vear. Although the implementation of this project has been delaved by the
restrictions on overseas commercial borrowing introduced by the government in 191, it is
expected to be completed by 1996 or 1997.

PT Pupuk Kaltim, which with a capacity of 1.7 million tonnes s already the world's largest
producer of urea, has also drawn up plans for the establishment of a new production unit with an
annual capacity of 570.000 tonncs. This project has ikewise been delayed as a result of the foreign
borrowing restrictions imposed by the government. There is a strong fikelihood that this project
will be started by the mid-1990s, however, and that it will be completed by the end of the 1990s.

Indonesia’s small natural fertilizer industry, which experienced its last major expansion 1n 198
when a plant with an annual capacity of 30,000 tonnes was brought on stream. also appears set to
grow further. By mid-1991, the Natsonal Investment Coordination Board had approved four major
investment projects with a total capacity of 550000 tonnes per vear. These involve three entirely
new plants, and an expansion of an existing plant.'¥

PESTICIDES
Past trends

Indonesia’s pesticide formulation industry, which manufactures end-use pesticides. dates back to
1972, when the Indonesian subsidiary of the German chemicals firm Baver established a
production facility at Cibubur on the outskirts of Jakartu. Boosted by the government's active
promotion of "green revolution™ production technologics for rice, this industry expanded rapidly
throughout the 1970s and carly 1980s, attracting large numbers of new investors and recording a
stcady aud substantial output growth. By 1986/87, production had increased to more than 58,000
tonncs.

The strong growth performance of the pesticide formulation industry, which was bascd on the local
mixing of imported inputs, encouraged the emergence of a domestic industry for the production
of active ingredicnts in the carly 1930s. The first plant for the production of these matcerials,
operated by the State-owned firm PT Petrosida Gresik, was inaugurated in October 1984, Located
at the Petrokimia Gresik complex near Surabaya in East Java, it has the capacity to produce some
4,000 tonnes of various active agenls per vear.  Over the following two vears, manufacturing
facilities for these products were installed by two private companics, which initially had a combined
production capacity of 30 tonnes per vear. Over the vears, this has been expanded to more than
5,000 tonnes per year.

The growth of the pesticide industry suffered a severe sethack in 1986, however, when the
appearance of a new pesticide-resistant biotype of the wereng lcafhopper pest prompted a review
of thc government’s policy towards the use of chemizal pesticides.  In response to
rccommendations from experts of the International Rice Rescarch Institute, who argued that the
excessive use of unsuitable pesticides had upsct the ceological balance by killing off the
lcafhopper’s natural predators, the goverament banned the usc of 57 varictics of pesticides in late
1986.1%/ Since then, it has promoted the concept of "integrated pest management”. which calls
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for the use of chemical pesticides to be minimized and for natural predation to play a much
greater role in pest control.  This policy shift culminated in the withdrawal of the subsidy on
chemical pesticides in 1989, which made them unaffordable for most of Indonesia’s peasant
cultivators.

These developments have arrested the growth of pesticide production in Indonesia (see Table
111.31). After peaking at approxmately 58,000 tonnes in 1986/87, the production of pesticide
formulations has fluctuated at significantly lower levels in the past few years. The production of
active ingredients similarly peaked at 3.500 tonnes in 1986/87 before dropping to a low of only
1,400 tonnces in 1989/90, from which it is gradually recoverning.

Table 111.41. Production of pesticides, 1970/71-1991/92, selected fiscal years
(Thousand tonncs)

1970/7t 1975/76 1980/81 1985/86 1988/69 1989/50 1990/91 1991/92%

Pesticide formulations - 2.3 25.7 54.8 36.
Active ingredients - - - 3 3

Sources:  Government of Indonesia. Nota Keuangan dan Rancangan Anggaran Pendapatan dan Belanja Negara. vanous
issucs. and Supplements of the President’s Reports to Parliament. 16 August 1988 and 15 August 1992,

a/ Preliminary.

Faced with the sharp contraction of domestic demand, the Indonesian pesticide industry has
increasingly turned towards export markets in recent years. The volume of exports thus increased
from 2,003 tonnes in 1986 to 7,473 tonnes in 1990, and in 1991 was registered at 3,584 tonnes and
420,660 litres.  Brazil has been the most important destination of these exports, with significant
quantitics also being shipped to Belgium, Luxembourg and Malaysia.'>”/

Constraints and prospects

The prospects of the pesticide industry continue to be clouded by the cffective cessation of
pesticide use in Indonesia’s domestic agriculture. The ability of several major Indonesian pesticide
producers to penctrate overscas markets has restored some confidence to the industry, however,
which is now beginning to cxpand again. Three new privately owned companies manufacturing
active ingredients commenced production in 1991, and proposals by another to cstablish a plant
in Bckasi ncar Jakarta were approved by the investment licensing authoritics in 1990. Although
no dramatic growth is likcly in the coming years, there is some scope for further expansion
associated with the relocation of plants from the developed countries, where pesticide producers
arc coming under increased pressure from environmentalists,

E. NON-METALLIC MINERAL PRODUCTS (BUILDING MATERIALS)
CEMENT
The resource base

Indoncsia is well endowed with the non-metallic mincrals required for the development of a
cement industry, including limestone, quarz sand and clay. Substantial dcposits of these matcrials,
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of which only a relatively small proportion have so far been exploited for the manufacture of
cement, are scattered throughout the archipelago. Recent reports suggest. for example, that the
Kotabaru and Sungai Selatan arcas of the province of South Kalimantan alone have unutilized
limestone reserves of almost 950 million tonnes, while the Bohorok area of North Sumatra has
limestone reserves of some 870 miltion tonnes.!3%/

In addition to the mineral inputs, the other principal resource required for the production of
cement is energy, substantial quantitics of which are needed to fuel the kilns used for heating these
materials as part of the cement manufacturing process. With its abundant resenves of crude oil.
natural gas and coal, Indonesia is well placed in this regard as well. Coal, in particular, has
emerged as an important energy source for the cement industry in recent years, with a number
of existing coalfields having been modernized and scveral large new ficlds having been discovered
and developed since the mid-1980s."3%/

Past trends

The Indonesian cement industry dates back to 1910, when a relatively small manufacturing facility
was established at Indarung in the town of Padang, West Sumatra. This company. now State-
owned and known as PT Semen Padang, remained the only cement producer in Indonesia until
1957, when a second State-owned company, PT Semen Gresik, began manufacturing ccment in the
industrial town of Gresik near Surabaya in East Java. By 1969, when the New Order government
launched its long-term programme for Indonesia’s economic development with the inauguration
of the First Five-Year Development Plan, the total pumber of cement plants had increased to
three. All of these were State-owned, and had a combined capacity of 645,000 tonnes per year.

The intervening years have witnessed a considerable expansion of the industry, which by mid-1992
consisted of nine widcly dispersed companies with a total number of 27 production units and an
overall capacity of 20.4 million tonnes. Of the nine companies, four are owned entirely by the
State, and a fifth, PT Semen Gresik, was partially privatized in mid-1991 when it floated 40 million
shares on the Jakarta Stock Exchange. In addition, the government also has a significant stake
in two of the remazining four companies, PT Indocement Tunggal Prakarsa and PT Semen
Cibinong, both of which are officially classificd as domestically-owned private enicrprises. The
other two of these four companics, PT Semen Andalas Indoncesia and PT Semen Nusantara,
comprise joint ventures between local and foreign business interests (see Table 111.42).

Production has increased in line with the growth in capacity since 1970 (sec Table 111.43). From
less than 570,000 tonnes in 1970/71, Indonesia’s output of cement rose steadily to more than 16.4
million tonnes in 1991/92. Although morc than 90 per cent of the cement produced in Indonesia
consists of grey ccment (Portland type I), the country now also has a modest capacity for the
production of several other varieties, such as white cement, flyash cement and oil-well cement.

The cement industry has been developed on an essentially import substituting basis protected by
substantial tariffs, which were only abolished in October 1990 in response to a temporary cement
shortage in the domestic markct. By this time a sufficiently large capacity had been established
to meet domestic demand in all but the most exceptional of circumstances, however, and only
marginal quantities of ccment hav: been imported since the tariffs were lifted. Exports have also
been tightly regulated since the 1970s, with shipments being permitied only if any surpluscs
remained after domestic demand had been met. Despite these restrictions, Indoncsia’s cement
exports have risen substantially sincc the 1980s, from an annual average of about 425,000 tonncs
in 1981-1985 to 2.6 million tonnes in 1986-1991.14%/
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Table HI42. The cement industry, 1992
Capacity
Location/ Production (Thousand
Name of company Status province units tonnes/year)
PT Semen Padang State-owned Padang, West Sumatra 5 2,730
PT Semen Gresik State-owned Gresik, East Java 4 1,500
PT Semen Tonasa State-owned Tonasa, South Sulawesi 2 1,180
PT Semen Cibinong Private domestic Narogong, West Java 3 3,000
PT Indocement Tunggal Private domestic Citeureup, West Java and 9 9,400
Perkasa Cirebon, West Java®
PT Semen Nusantara Foreign joint Cilacap, Central Java 1 1,000
venture
PT Semen Baturaja State-owned Baturaja, South Sumatra 1 500
PT Semen Andalas Foreign joint Belawan, Aceh, Sumatra 1 1,000
Indonesia venture
PT Semen Kupang State-owned Kupang, East Nusa Tenggara 1 120
Total 27 20,430

Source:  "Condition and Prospects of Cement Industny”, Indonesian Commercial Newslerer. No. 105, 10 August 1992,
Jakana. Table 1. p. 17.

a; Following the takeover in 1992 of another pnvately owned domestic company. PT Tndaya Manunggal Perkasa
Cement. with an a2nnual capacity of 1.2 million tonncs.

Table 111.43.  Cement production, 1970/71-1991/92, selected fiscal years
(Million tonnes)

1970/71 1975/76 1980/81 1985/86 1988/89 1989/90 1990/91 1991/92*

Cement 0.6 1.2 5.9 10.0 13.3 14.2 15.9 16.4

Sources.  Government of Indonesia, Nota Keuangan dan Rancangan Anggaran Pendapatan dan Belanja Negara, vanous
1ssues. and Supplements of the President’s Reports to Parliament. 16 August 1988 and 15 August 1992

a’ Preliminary

Constraints and prospects

The Indonesian cement industry faces no significant input constraints. The availability of
substantial untapped reserves of raw materials in many parts of the country provides it with a firm
basis for cxpansion, and a widespread shift to the use of coal as a low-priced fucl has greatly
cnhanced its international competitiveness."*"/  The demand prospects are also perccived to
be broadly favourable, with the domestic market expected to continue to absorb growing quantitics
in the coming ycars as Indoncsia’s cconomic development proceeds, and export markets also
believed to have a substantial scope for cxpansion.
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This generally optimistic appraisal of the industry’s outlook has prompted a number of Indonesian
investors to draw up plans for the establishment of new cement factories. Between the beginning
of 1991 and mid-1992 the licensing authoritics approved no less than 12 new investment projects
with a combined capacity of approumalch 13.5 million tonnes per year, all of which are scheduled
to become operational by 1995. 1427 In addition, three existing producers - PT Semen Gresik,
PT Semen Padang and PT Sement Tonasa - are in the process of establishing new production
units with a total capacity of about 6 million tonnes per ycar.”3 Finally, a recently mooted
plan to construct a bridge hinking the coast of East Java with the offshore island of Madura has
prompted onc business group to reconsider an earlier proposal for tae construction of a cement
plant with an annual capacity of 1.2 million tonnes per year on Madura %

Despite the encouraging demand prospects noted above, there must be some doubt about the
marketability of the proposed increase 1n production if all of the intended investment projects arce
implemented on schedule, since this wall result in more than doubling the cement industry’s
existing capacity within the next five years. It is widely acknowledged that the domestic market
will not immediately be able to absorb all of the additional output, and that much of it will
therefore have 1o be exported. Although several of the new plants have been consciously planned
1o be export-oriented in recognition of this fact, it remains uncertain whether they will be able to
penctrate export markets with sufficient speed and on a sufficient scale to be able to utilize fully
the new capacity that they are installing. There is a distinct likelihood, therefore, that the industry
will operate with a considerable degree of excess capacity in the latter part of the 1990, while
markcis arc developed for the newly established plants.

CERAMICS
The resource base

Indonesia possesses abundant reserves of the raw materials required to support a ceramics
industry, including common clay, white clay (kaolin), calcspar, feldspar and quartz. These deposits
arc spread throughout the country, and can be mined or quarricd with relative case.'* The
only raw materials that necd to be imported in any significant quantities arc outer lining materials,
such as glaze, colour stains and gypsum.

Past trends

Although some manufacturing facilities ¢xist in Sumatra and Kalimantan, the Indonesian ceramics
industry is confined largely to Java, where it benefits both from the adequate availability of raw
matcrials and the highest concentrations of demand in the country. It is highly diversified in terms
of its output mix, however, with products ranging from traditional handicrafts to tableware, sanitary
fittings, tiles and bricks. The scalc of the production units also varies enormously from modest
cottage establishments to large commercial enterprises.

In terms of both manufacturing valuc added and gross output, the manufacturers of sanitary
fittings and wall and floor tiles constitute the most important scgments of the ceramics industry.
Although both have cxisted in Indonesia for a comparatively long time, the volume and quality of
their output remained modest until after the carly 1980s, when an accelerating growth in the
construction of residential and commercial buildings generated a boom in demand for high-quality
sanitary fittings and tilcs (sec Table 111.44). These products are now increasingly displacing the
terrazzo and cement floors, walls and fittings that characterized carlier construction practices.
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By 1990 the sanitary fittings industry had grown to include cight major companics with a combined
production capacity of 2.4 million units per vear. It is dominated by two foreign joint ventures,
with partners from Japan and the United States, respectively, which together accounted for almost
ol) per cent of the industry’s total capacity in 1990, Except for one medium-sized plant in Sumatra.
the industry is located entirely in Java. with three of the five largest plants being located on the
outskirts of Jakarta.

The floor and wali tile industry consisted of 22 separate firms with a total capacity of 48.5 million
square metres in 1991 Most of these producers were relatively small. however. with annual
praduction capacities ranging from 100.000 square metres to about 2.5 million square metres, and
the industry was deminated overwhelmingly by one company. the Jakarta-based PT Serinco Djava
Marmer Indusirics, which had an annual production capacity of 26.1 million square metres. 1%
As in the sanitary fittings industry, the floor and wall tile industry is also located predominantly
in Java, with only three of its 22 firms in 1991 being sited elsewhere.

Both industrics have exhibited a rising produciion trend in recent years, although the actual rate
of production growth has varied considerably between the two industries. Official data thus show
that the output of the sanitary fittings industry increased at an annual average rate of only 1.3 per
cent between 1985 and 1990, from approximately 1.1 million units to less than 1.2 million units.
During the same period the output of the floor and wall tiles industry expanded at an impressive
average annual rate of 17.1 per cent, from about 12 million square metres to almest 26 million
square metres.

Table HL44. Production of principal ceramic products, 1985-1990

1985 1986 1987 1988 1989 1990

Sanitary fittings (Thousand units) 1,1C4 1,166 1,110 I,114 1,129 I,176

Floor and wa!l tiles (Thousand square metres) 11,996 12,831 13,550 15,718 19,800 25,970

Source: "Condiion and Prospects of Ceramuc Industry in Indonesia®. Indonessin Commercial Newslerter. No. 74, 29
Apnt 1991, Jakarta, Table 3. p. 1)

Table 111.45. Exports of principal ceramic products, 1985-1990

1985 1986 1987 1988 1989 1990

Sanitary fittings (Thousand units) 185 734 2,699 5,642 5,889 5,621

Floor and wall tiles (Thousand square metres) 130 69 401 7,484 14,795 9,046

Source "Condition and Prospects of Ceramic Industry m Indonesia”. Indonesian Commercial Newslerrer, No. 74, 29
Apnl 1991, Jakarta. Tabies § and 7, pp 14 and 16,
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Though established primarily to serve an import substituting function, both the sanitary fittings and
the floor and wall tiles industries have begun to export a proportion of their output (see Table
[11.45 above). From negligible levels in the first half of the 1980s, these exports increased rapidly
in the second half to reach almost 5 million tonnes in the case of sanitary fittings and 15 million
tonnes in the case of tiles by 1989. This was followed by a decline in 1990, which 1s believed to
have been caused mainly by a surge in domestic demand as the economic boom of that vear
triggered a sharp increase in the construction of hotels, office buildings, shopping centres and
residential housing.

Constraints and prospects

With large quantities of raw materials readily available, the Indonesian ceramics industry faces no
significant input constraints, and with the rapid rates of economic growth recorded by Indonesia
in recent vears expected to persist, it is likely to enjoy a strong growth of domestic demand in the
foreseeable future. As a result of increased efforts to enhance the quality of locally produczd
ceramic products and mee: the specifications prevailing in overseas markets. exports could also
expand significantly. Attracted by these relatively favourable prospects, a number of Indonesian
entrepreneurs have sought, and obtained, licences to invest in the ceramics industry. In the first
eight months of 1991 alone, the BKPM approved 16 projects in the floor and wall tiles industry
with a combined capacity of more than 64 million square metres and 96 million units. 47/

GLASS
The resource base

As noted in relation to the cement industry, Indonesia has extensive deposits of quartz sand in
relation to sand, which constitutes the main raw material for the production of glass. In addition,
it also possesses an abundance of the cnergy resources required for processing. The ready
availability of these resources provides Indonesia with the basis for a viable glass industry, even
though the necessary production machinery and a number of supplementary materials continue
to have to be imported.

Past trends

Indonesia’s glass industry has two distinct components, one of which is concerned with the
production of glass botiies and other forms of glassware, while the other is concerned with the
production of sheet glass. Of these, the former dates back to the mid-1950s, when a State-owned
enterprise, PT Iglas, was cstablished at Surabaya in East Java. The latter came into being in 1973,
when a plant with an annual capacity of approximately 28,000 tonnces established by Japanese and
Indonesian busincss intercsts became operational.

Both scctions of the glass industry have expanded significantly since the 1970s. The output of
bottles and glasswarc rose from 11,000 tonnces in the carly 1970s to more than 152,000 tonnes by
1991/9z, whilc the output of the shect glass industry rose from 22,300 tonncs in 1973/74 to almost
400,000 tonnes by 1991/92 (sce Table 111.46). The number of firms in both branches also
incrcased substantially during this period, with the bottle and glasswarc branch comprising 12 firms
by 1991 and the shect glass industry comprising four,*%/

Though produced mainly for the domestic market, some output of the bottles and glasswarc
industry has also been exported since 1986. From some 9,500 tonnes in that ycar, the volume of
exports rose to almost 54,200 tonnes in 1990 as Indonesian producers stepped up their cfforts to
develop external markets amid fears of a slowdown in the growth of domestic demand. The sheet
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glass industry has also sought actively to enhance its exports, which recorded a particularly sharp
increase from about 45.500 tonnes to almost 118,300 tonnes in 1988, when the output of its
principal producer. PT Asahimas Flat Glass Co. was recognized as fulfilling the Japanese
Industrial Standard. Although its exports have been restrained by growing demand in the domestic
market since then, the industry remains keen to diversify its markets as and when circumstances
allow.

Table 11.46. Glass production, 1970/71-1991/92, selected fiscal years
(Thousand tonncs)

1970/71 1975/76 1980/81 1985/86 1388/89 1989/90 1990/91 1991/92%/

Bottles and glassware 11.0 32.3 77.3 125.1 127.9 137.2 145.6 152.2
Sheet glass - 29.5 106.2 182.2 312.6 319.7 353.9  397.9

Sources:  Government of Indonesia. Nota Keuangan dan Rancangan Anggaran Pendapatan dan Belanya Negara, vanous
1ssucs. and Suppiements of the President’s Reports to Parliament. 16 August 1988 and 1S August 1992,

a;/ Prehmmary.

Constraints and prospects

There has been a growing fear among Indonesia’s manufacturers of glass bottles and other
glassware since the latter half of the 19805 that domestic demand for their products has already
passed through its most rapid growth phase, and will only expand relatively slowly in the coming
years. This concern is based in part on the recognition that the basic requirements of houscholds
and industrial users for glass bottles and esscntial glassware have been met, so that the bulk of
futurc demand will consist of replacement demand. In addition, it reflects a realization of the
threat posed by plastic bottles and other containers, which have already displaced glass bottles in
a number of uses and especially in the packaging of drinks.

The export-promoting strategy adopted by the industry in response to this threat has proved very
successful, and is likely to be retained.  Significant markets have been developed in a number of
ncighbouring countrics and arcas, including Australia, Hong Kong, the Philippines, Singaporc and
$ri Lanka, and considerable volumes are also shipped to Canada and the United States. With the
prospects for these markets remaining promising, and with the slowdown in domestic demand
expected to be eased by the rapid rates of economic growth projected for the coming years, the
bottle and glasswarc industry is likely to experience some further expansion in the short to medium
term. In 1991 alonc, the BKPM licensed three new firms with a total production capacity of
288,300 tonnes per annum,

The sheet glass industry, by contrast, faces no significant constraints in the domestic market and
is struggling to meet the surge  local demand generated by several years of steady cconomic
growth at rates cxceeding S per cent per annum.  The industry has conscquently attracted
significant investments in recent years, both in the establishment of new plants and in the
expansion and modernization of cxisting plants. Five major ncw projects werce reported to be in
progress in July 1992, with a total capacity of 500,000 tonnes per year. With the establishment of
this ncw capacity reducing the demand pressure from the domestic market, the industry is likcly
to resume exports on a significant scale in the coming years, and may in time emerge as a lcading
supplicr in the Asian markct.
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F. IRON AND STEEL

THE UPSTREAM INDUSTRY
The resource base

Indonesia’s domestic raw material base for the estabhishment and operation of an upstream iron
and steel industry is seriously deficient. Despite a widespread belief in the 19305 that the province
of Lampung at the southern tip of Sumatra was endowed with substantial reserves of iren ore. no
significant exploitable deposits of tron-bearing ores have so far been found in the country. Some
reserves of iron sand do exist ncar Cilacap in Central Java, but they can only be processed in very
specialized production facilities and have hitherto mainly been exported 1o Japan.  For its own
requirements the Indonesian steel industry therefore depends heavily on imports of suitable iron
ores or their derivative, sponge iron (sce Table 1HL.47).

The principal alternative raw material for the production of iron and steel. scrap metal. is also only
available in limited quantities because of the still relatively small size and youth of Indonesia’s
inventory of metal-based goods available for scrapping. An attempt to overcome this constraint
(and at the same time to strengthen Indonesia’s maritime transport infrastructure and the domestic
shipbuilding industry) was made in the mid-1980s, when the government launched a programme
to scrap all Indonesian-registered cargo vessels above a maximum age of 25 vears and replace
them with a standardized ficet of locally built freighters. Delays in the delivery of the new ships
and their comparatively high cost aroused the opposition of the shipping industry, however, and
forced the abandonment of the programme in September 1988, Since then. the Indonesian iron
and steel industry has come to depend increasingly on imported scrap, which has become its most
important raw matcrial. #Y/

Table 111.47. Imports of scrap metal and sponge iron, 1985-1991
{Thousand tonnes)

1985 1986 1987 1988 1989 1990 1991

Scrap metal 190.9 475.6 461.5 612.6 703.4 1,177.7 1,187.1
Sponge iron . . 54.1 75.9 104.9 157.9 161.2

Sources “Import of Scrap Iron on the Rise”. Indonesian Commercial Newsletter. Na 65,10 December 1990, Jakarta.
Tabic 1. p. 24.
“Condition of Steel Industry Prior 1o Deregulation”. Indonesian C ommercial Newsletter, No. 101, 8 June 1992,
Jakana, Tahle 4. p. 13
"Scrap Imports Amounting to USSIOR milhon™. fadonesian Commercial Newslerrer, Noo 106, 23 August 1992,
Jakarta. Tabic |, p. 22

Past trends

Indonesia’s iron and steel industry is dominated by PT Krakatau Steel, a fully integrated State-
owncd steelworks located at Cilegon to the west of Jakarta. The establishment of this facility was
originally proposcd in the 1950s as part of a package of projects to be implemented with financial
assistance from the former USSR, Its completion was prevented by the political and cconomic
dislocations of the late 1950s and canly 1960s, however, which culminated in the departure of the
technicians from the former USSR in carly 1966 after the assumption of power by the New Order
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Goverament.  The project was revived in 1970 and. after several further delavs prompted by
- 1801

financial constraints its first production units, became operatonal i 1983,

PT Krakatau Steel now manutactures a wide range of tron and steel products. and accounts for
about 73 per cent of Indonesia’s total steel output. At the upstream end. 1t s cquipped with a
direct reduction unit based on the Mexican hojalata v laming (HYL) process for the production
of sponge ron. as well a slab plani and a billet plant. These three units currentdy have annual
production capacities of two million tonnres. one million tonnes and SON0 tonnes. respectively.

Although PT Krakatau Steel is the only producer of sponge iron and steel slabs in Indoncesia at
present. the Indonesian tron and steel industry comprised 13 other manufacturers of billets and
mngots i 19920 Of these. six produced only billets, three produced only ingots, and four produced
both hillets and ingots. The total production capacity of these 13 firms amounted 1o more than
L6 million tuanes of hillets and 312000 tonnes of ingots per vear.

Mast of these firms were established during the 19830s. which alse saw a significant expansion in
the capacity of the few firms dating back to the 1970s and bevond. This growth in capacity has
allowed a substantuial increase in output since the mid-1970s, with the production of sponge iron
and the combined output of billets and ingots having increased by almost 130 per cent between
198353 and 1991792, and the output of slabs having increased by almost 750 per cent (see Table
ITEAN). At the same time, however, the increased adoption of continuous casting methods in the
production of billets and slabs has prompted a gradual decline in the production of ingots from
INO00) tonnes 1n 198788 to an estimated 83.650 tonnes in 1991 /92,

Table 1148, Upstream iron and steel production, 1983/84-1991/92, selected fiscal vears
(Thousand tonnes)

1983/84  1985/86  1988/89  1989/90  1990/91  1991/92*

Sponge iron 541.0 1,086.0 084.8 1,210.4 1,35%.9 1,233.9
Steel biliets ant ingats 882.0 1,023.0 {,360.6 1,583.1 1,988.1 2,006.4
Stee: slabs 108.0 426.0 121.6 800.0 904.90 915.8
Sonrers - Guovernment o fadonesie Supplements of the President’s Reports to Parhament. 16 August 198 and 13

ANugust 192

" Preimunar,

As o result of the considerable expansion in production capacity for steel billets, Indonesia has
begun (o produce an exportable surplus since the mid-1980s. With the exception of 1989, when
a boom in the Indonesian construction sector stimulated a strong growth in domestic demand, this
surplus has increased steadily during the past five years. From less than 26,500 tonnes in 1987,
Indoncwa’s exports of billets rose to almost 207,400 tonngs in 1991, of which some 111,900 tonnces
were shipped to Jap;m.[Sl

Constraints and prospects

The ceonomic rationale of establishing an upstream iron and steel industry in Indoncsia, and in
particular a large-scale steclworks such as PT Krakatau Stecl, has always been a matter of some
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debate. On the one hand econcmists have argued that the high capital-intensity and relatively
limited emplovment-gencrating capacity of the steel industry render it inconsistent with the mix
of factors of production available in Indonesia at the present stage of its cconomic development,
especially since the country has no significant raw material base for such an industry. On the
other hand, there has long been a politically influential body of opinion arguing that a domestic
steel industry forms an indispensable basis for securing Indonesia’s future industrial development,
and must therefore be established irrespective of any considerations of short-term comparative
advantage.

Indonesia’s decision makers have for the most part chosen to accept the latter argument, which
regards the production of upstream steel products as a strategic imperative. The government is
therefore actively continuing to promote the growth of the industry. In 1989 it transferred official
control over PT Krakatau Steel from the Department of Industry to the newly established Agency
for the Development of Strategic Industrics (Badan Pengembangan Industri Strategs.
BPIS).}*" In 1990 it iaunched a major development programme for PT Krakatau Steel. which
calls for the installation of blast and basic oxygen furnaces in the company’s smelting unit, and a
modernization and expansion of its sponge iron, slab and billet producing facilities by 1999193
This was followed in 1991 by the initiation of a project for the construction of a sccond integrated
steel plant to augment the facilitics available at PT Krakatau Steel. the feasibility of which is now
being assessed with technical assistance from UNIDO.

The government's policy has resulted in the establishment of a relatively high-cost industry, which
has only been able to maintain itself because of a high degree of protection in the domestic
market. Although there has been a gradual shift from the use of quantitative import restrictions
to tariffs in recent years, the available indicaters suggest that this protection is unlikely to be hifted
entirely in the foresccable future. With the captive domestic market expected to sustain its growth
momentum of recent years, the prospects for the upstream iron and steel industry therefore
remain favourable, and it is continuing to attract 3 high degree of private investment interest as
well.

Applications for a number of major projects have thus been approved in recent years by the
BKPM. Thesc include a proposal by PT Ispat Indo, a joint venture enterprisc between Indonesian
intcrests and the Indian Ispat group, to establish a subsidiary for the production of sponge iron
with a dcsigned capacity of 2,000 tonnces per year by 1994, In addition, several companies have
been licensed to establish billet plants with a combincd capacity of some 1.2 million toancs, the
output of which is intended to be uscd mainly by their own downstrcam units. 'S/

Table 111.49. Imports of crude steel products, 1987-1991
(Thousand tonncs)

1987 1988 1989 1990 1991
Billets 17.3 9.8 4.0 15.1 20.8
Ingots 1.5 - 0.6 28.1 18.1
Stabs 183.3 308.5 267.5 500.2 276.3
Biooms 2.9 - 58.6 95.6 49.0

Source:  "Condition of Steel Industry Prior to Deregulation®, Indonesian Commercial Newsletser, No. 101, B June 1992,
Jakarta, Table 6, p. 15
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THE DOWNSTREAM INDUSTRY
The resource base

Although the upstream industry provides Indonesia’s manufacturers of downstream steel products
with a significant proportion of their raw materials, is unable to produce these materials in
sufficient quantitics to cover all of the downstream producers’ requirements.  These producers
therefore continue to rely on imports of a variety of crude steel products such as billets. mngots.
slabs and blooms for at lcast a part of their needs. The volume of these imports has vaned widely
from year to vear, however, in response to fluctuations in domestic supply and demand.

Past trends

Indonesia’s downstream iron and steel industry has established a diversified maaufacturing base
since the 1970s, and now produces an extensive range of flat and round products. The most
important of these are steel sheets, pipes, bars, profiles, rods and wires (sce Table HL30). These
are produced to a varicty of specifications, with a proportion of ihe flat products being processed
further into galvanized iron sheet (GI sheet).

Table I11.50. Downstream iron and steel production, 1983/84-1991/92, selected fiscal years
(Thousand tonnes)

1983/84 1985/86 1588/83  1989/90  1990/91  1991/92°

Steel sheet (HRC)h' 127.0 342.0 934.2 1,300.5 1,325.2 1,246.8
Steel sheet (CRC)S - - 451.8 453.8 475.0 313.4
Galvanized iron sheet 332.0 274.0 159.4 144.5 159.0 200.9
Welded pipes 246.2 258.5 1,443.3 142.6 184.3 202.3
Profiles 724.0 671.0 829.9 928.1 1,391.3  1,138.}
Wire rods 300.0 321.0 452.1 449.0 537.0 582.0

Sourcec Government of Indanesia. Supplements to the President’s Reports to Parhiament. 14 August 1984 and 1€
August 1992

a, Prehminary
. Het rolled conl
3 Cold rolled cotl

The bulk of Indonesia’s output of steel sheet consists of thick steel sheet produced by the hot
rolling process. The manufacture of this product is dominated by PT Krakatau Steel, which has
a unit for the production of hot-rolled coil (HRC) with an annual capacity of 1.2 million tonnes.
Relatively modest quantities of HRC are also produced by two privately owned companics: PT
Jaya Pari Stecl company, which has an annual production capacity of 100,000 tonnes, and PT
(sunawan Jaya Stecl, which only commenced production in 1992, In responsc to rising domestic
demand the output of HRC has increased substantially in recent years, resulting in high levels of
capacity utilization. '

A cold rolling mill with an annual production capacity of 850,000 tonncs of cold rolled coil (CRC)
was cstablished in the mid-1980s by PT Cold Rolling Mill Indonesia Utama (PT CRMILU), a joint
venture hetween PT Krakatau Steel, a private Indoncsian company, and the Franco-Spanish
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company Sestiacier S. AL This plaat. which came on stream in 1987, was intended to process the
HRC produced by PT Krakatau Sicel into thin steel sheet for further use m the Gl sheet and
motor vehicde industries. The plant has been troubled by poor efficieney and fow capacnty
utilization from the outset. however, and has suffered considerable financial losses despite being
offered a high fevel of protection by the government.  This has prompted seseral shifts in
ownership. with Sestiacier rehinquishing its equity stake in Octeber 1990, and PT Krakatau Stecl
taking over the company as 2 whollv-owned subsidiary in October 1991.1%¢

Indonesias GI sheet industry comprises some 23 different companies producing both sinc-coated
and paint-coated Gl sheet. Duning most of the late 195 the performance of this industny was
restrained by weak demand and high production costs, with the former ansing both out of low
tevels of domestic cconomic actvity and increased competition from substitutes such as plastic.
fibreglass and asbestos cement, and the latter anstng from the hugh degree of protection given o
PT CRMIU. The industry’s performance has begun to improve in more recent vears as a result
of the recovery of domestic economic activity, however, the effects of which were reintorced by
a partial liberalization of the domestic market for CRC in June 19917

The production of steel pipes is another important activity of Indonesia’s downstream  steel
products industry. Welded pipes. with both straight and spiral scams. have been produced in the
courir since the mid-1970s for use in the oil drilling industny and the distribution of water and
gas. More recently, a number of private companies have bewun to establish a capacity for the
production of more sophisticated pipes.  In December 199 Indonesia’s first plant for the
production of stainless steel pipes was opened by a joint venture hetween Japanese and Indonesian
companies. The first two plants manufacturing scamless pipes were opencd in Juls 1401 and April
12, rcspcclivcly.lsa"

Table 1151, Exports of downstream iron and steel products, 1991
(Thousand tonnes)

Product Tonnes
Cold rolled coils (CRC) 2,897
Hot rolled coils (HRC) 178,876
Steel plates 5,261
Wire rods 31.840
Reinforcing rods 122,535
Iron strips 6,512
H-Beams 43,641
Nails 7,148
Pipe joints 268
Iron profiles 11,259
High-carbon wire/barbed wire 3,278
Galvanized iron sheets 22,687
Stainless steel pipes 117

Source.  “Indonesia’s Steel Exports up Again in 191°, Indonesian Commercial Newsletter. No. 94, 24 February 192,
Jakanta, Table 2, p. 30

Although the downstream iron and steel industry is intended primarily 1o fulfil an import-
substituting rolc, it has begun (o export 4 significant proportion of its output.  From ncgligible
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levels in the fiest hall of the 19NN Indonesia’s exports of downstream steel products rose
dramatically i 195788 oy weakenine domestic demand and fears that a severe drop in toreign
cxchanee carmings would result trom the 1980 o1l price collapse prompted the adoption of a vanety
of measures to promote non-oil gas exports. Although the volume of these exports has varied
considerably since then as oxportable surpluses have fluctuated. 1t has nevertheless remained
relatnedy high and tn 1T was estimated at almost 437000 tonnes {see Table THLST above).

The available date indicare. moreever, that the composition of these exports was hiehly dserse,
including hot and cold rolicd cotls, steel plates and strips. Gl sheets, wire rods and reinforcing rods
for conerete. H-beams and profiles, pipes and pipe joints, and nails and wire. By far the most
mimportant cxport Hem was HRC with reimnforeing rods, H-beams and GI sheet also accounting for
significant oxport shares. Not surprisingly in view of its dominance of the industry. PT Krakatau
Steel was the single Targest oxporter. accounting for all exports of hot and cold rolled conls and
steel plates. and o substantial share of the exports of wire rods. reinforcing rods and iron
profites.t”

Constraints and prospects

Although the development of the downstream steel products industry smce the 1970s has been
impressive, i pattern has been distorted by the extensive protection given to the upstream
industry and to downstream producers of some iatermediate goods such as HRC and CRC. While
promoting the crowth of these industries., this poliey has raised costs for manufacturers of products
using these goods as mputs, thereby preventing them from realizing their full growth potential ax
etficient plavers capable of holding their own against foreign competition in the domestic and
world markets. Increasing pressure from the domestic business communtty and external donor
agencies for the dismantlement of the high-cost cconomy and the establishment of an outward-
looking and competitive industrial base has resulted in a degree of hiberalization since mid-1991,
however, and many of the physical controls imposed on imports of steel products are now being
replaced by cariffs, which are in turn likely to be lowered gradually over the coming vears.

Anlicipating these changes towards a more market-oriented regulatory framework. a large aumber
of private eatreprencurs have expressed an interest in investing in the downstream steel products
mdustry. Scveral projects have been put forward for the establishment of new HRC plants, which
if realized on schedule will raise Indonesia’s production capacity to more than 3 million tonnes by
the mid- 190« from less than 2 million tonnes at the beginning of the 1990 The
production of scamless and stainless steel pipes s also continuing to attract the interest of
ivestors, with one of the two existing producers of scamless pipes having announced plans to
cxpand s capacity in Aogust 102 and another private  company having  proposed  the
establishment of o new stainless steel pipe plant in May of that vear™  in addition, tour
companics were reported o have been licensed in 1991 and the first three months of 1992 1o
cstablish plants for the manufacture of a wide range of downstream (and some upstream)
products. including rods, bars, wire, profiles and pip:,‘s.lh:

Meanwhile. the output prospects for the State-owned seetor also appear favourable. PT Krakatau
Steel's current expansion project calls for a substantial increase in the capacity of its hot strip mill
from its 1991 level of 1 million tonnes of HRC per vear to 1.8 million tonnes per vear by 1995,
and for & smaller increase in its production capacity for wire rods from 200,000 tonnes per year
to 270000 tonnes per vear. In addition, the proposed sccond integrated steel plant expected to
come on stream by the end of the 1990« will also involve the establishment of o manufacturing
capacity for a range of downstream products.
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G. NON-FERROUS METALS

TIN
The resource base

Indonesia 1s located at the southern tip of the southeast Asian tin belt. which stretches from
southern China through Myanmar, Thailand and peninsular Malaysia to southern Sumatra, and
its extensive deposits of tin ore have been exploited commercially since 1815, Official estimates
published in mid-1991 indicate that the country’s total reserves could exceed 1.58 million tonnes,
of which some 735,000 tonnes are known reserves and the reniainder are indicated or hypothetical
reserves. Although these reserves are scattered over several locations in western Indonesia, mining
has hitherto been concentrated on the islands of Bangka, Belitung and Singkep off the
southeastern coast of Sumatra, which have substaatial on- and offshore dcpusils.“’"

Past trends

As a result of its favourable resource endowments, Indonesia has traditionally been one of the
world's leading producers of uin. In spite of the coilapse of international tin prices in October
1985 from morc than $12,000 per tonne to about $5.300 per tonne'™  which resulied in the
closure of tin mining capacity throughout the world. the Indonesian tin industry was able to retain
its wviability through the adoption of a comprehensive restructuring and rationalization programme
(see Table 111.52). Although prices have recovered only marginally in the mnterim, Indonesia has
been able to sustain comparatively high output levels. In 191 it became the world's largest
producer of the metal, well ahead of its traditional rivals. Malaysia and Thailand, and its more
recent competitors, Brazil and China. The Indonesian tin mining industry 1s dominated by the
State-owned cnterprisc PT Tambang Timah, which accounts for some 80 per ceat of Indonesia’s
total output of tin orc. The remaining 20 per cent are produced by two comparatively small
foreign joint venture companics, PT Koba Tin and PT Gunung Kikara Mining. A third private
company, PT Riau Tin, was forced to shut down 1ts operations in the wake of the 1985-86 uin
crisis.

PT Tambang Timah i1s the sole processor of tin ore in Indonesia, and operates a smelter at
Mcntok on the island of Bangka. This facility, whic.. dates back to the colonial period, had fallen
into a serious state of disrepair by the late 1960s, when it was only able to process some 13,500
tonnes of ore per year even though its instalicd capacity was nominally rated at 25,000 tonnes per
vear. The smelier was extensively overhauled in the carly 1970s and expanded o an annual
capacity of 39000 tonnes in the carly 1980s. 1t produces ingots of tin metal, both for export and
for use by domestic manufacturers of tin products.  The vast bulk of Indonesia’s tin metal
production is cxported without further processing. Domestic consumption remains relatively
limited, and has cxhibited only a modest growth trend since the mid-1980s. During this period the
share of domestic absorption in total consumption has averaged about 5 per cent (sce Table
111.53).

The principal domestic uscr of tin is the clectronics industry, which uses it as a soldering matcerial.
Its dominance as a tin consumer is a rclatively recent phenomenon, however, and is associated
with its own dramatic growth during the latter half of the 1980s. Another major user is a tinplate
manufacturing cnterprise, PT Pelat Timah Nusantara (PT Latinusa), cstablished jointly by PT
Krakatau Stcel and PT Tambang Timah in the vicinity of the PT Krakatau Steel complex at
Cilegon in West Java.  This plant, which supplics the Indonesian can manufacturing
industry,'%% came on strcam in 1985, and has an annual production capacity of 130,000 tonnes
of tinplate, It has used an average of about 520 tonnes of tin per year between 1986 and
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1990190/ I addition, small quantities of tin are also used by a number of other industries, of
which the manufacturers of pewter ware and babbitts are the most important (sce Table 111.54).

Table 1I1.52. Production of tin, 1970/71-1991/92, selected fiscal years
(Thousand tonnes)

1970/71 1975/76 1980/81 1985/86 1988/89 1989/90 1990/91 1991/92%/

Tin ore 17.9 25.1 33.6 20.9 30.5 31.5 29.8 .
Tin metal - 18.8 31.2 20.4 29.0 30.0 30.1 30.5

Sources: Government of Indones:a. NVota Keuangan dan Rancangan Anggaran Pendapatan dan Belanja Negara. vanous
issucs, and Supplements of the President’s Reports 1o Parhament. 16 August 1988 and 15 August 1992

a/ Prehiminary.

Table 111.53. Exports and domestic consumption of tin metal, 1970/71-1991/92, selected fiscal
years

1970/71 1975/76 1980/81 1985/86 1988/89 1989/90 1990/91 1991/92%/

Exports b
(Thousand tonnes) l7.4b/ 20.9% 31.3 21.6 23.3 25.8 24.9 25.4
Domestic use (Tonnes) - 440.1 367.5 877.0 1,491.0 1,257.0 1,379.6 1,358.5

Sources:  Government of Indonesia. Supplements to the President’s Reports to Parhament, 15 August 1974, 11 March
1978, 15 August 1981, 16 August 1988 and 15 August 1992.

a/ Prchiminary.
b/ Tin ore and tin metal.

Table 111.54, Domestic tin consumption by principal industry,1986-1990

(Tonncs)

1986 1987 1988 1989 1990
Solder 351 147 540 905 625
Babbitt 96 49 38 41 37
Pewter 149 74 17 4?2 49
Tinplate 410 600 670 390 520
Jthers 170 10 13 23 120
Total 1,166 880 1,338 1,401 1,387

Source:  “Global Tin Pnce Down Steadily”, Indonesian Commercial Newsletter, No. 99, 11 May 1992, Jakana, Table 4,
p- 29
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Constraints and prospects

Although the Indonesian tin industry has been able to sunave the shock of the 1933-86 tin enisis.
it has only done so at the expense of a very panful. and sull ongomng. World Bank-supported
restructuring exercise. This has required it to shut down all but the most efficient of its mining
operations, with the extraction of tin on the island of Singkep havine ceased altogether in 1991
after more than a century. Some 56 per cent of PT Tambane Timah's staff have had w be
redeploved or laid off, and the company itsell has had to relocate its administrative vperations
from Jakarta to Pangkal Pinang on the island of Bangha!® Al the same time, it has abso
been required to restrain its exports, and hence mmpliatly its output. under the terms of o series
of supply rationalization schemes agreed since March 1987 by the Assoctation of Tin Producing
Countries (ATPCY in an effort to reduce the international stock overhang of tin metal and permiut
the achievement of a more favourable balance between international production and consumption.

While the ATPC strategy has had some success. and global tin stocks have been substantially
diminished, & number of other developments duning the past few vears have greatly reduced the
likelihood of a strong recovery in international tin markets in the foreseeable tuture. On the one
hand, the emergence of Brazil and China as farge-scale fow-cost producers since the mid-1980s
has rendered the prospect of a supply-based firming of market fundamentals highly unlikely, and
15 also inhibiting Indonesia’s scope for an expansion of its market share. On the other hand. the
increasing shift from tin cans to aluminium cans and other packaging materials derived from
plastics, paper and glass suggests that a significant firming of iaternational demand tor tin s also
unlikely.

By contrast. the domestic market still has considerable growth potential. especially as the growth
of the export oriented clectronics and canning industrics generate an increase m domestic demand
for solder and tinplaic. The experience of PT Latinusa has not been entirely happy <o far,
however.  Despite the local availability of tin, it has been unabie to compete with external
producers and has had to be given a high degree of protection, initially through physical impor:
controls and since June 1992 through the imposition of a 22.5 per cent levy on imports. While
potential for the expansion of the domestic tinplate industry conscquently exists, it remains to be
investigated whether such an expansion would be cconomically feasible.

ALUMINIUM
The resource base

Indonesia possesses significant quantities of bauxite, the basic raw material for an upstream
aluminium industry. According to the latest available estimates, the country’s total known reserves
o bauxite amount to almost 300 million tonnes, of which 75 million tonnes arc located on the
island of Bintan in the Riau archipelago and its surrounding islets of Angkut. Dendang. Kelong,
and Kovang. and the remainder in the province of West Kalimantan. Because of the remoteness
of the West Kalimantan deposits and the absence of a suitable tocal infrastructure, however, only
the deposits in the Riau islands have so far been exploited. The State-owned company for general
mining, PT Ancka Tambang, is responsible for all bauxite mining operations,

An industry to extract the alumina from these bauxite deposits has not yet been ¢ stablished in
Indonesia.  Only a small proportion of the country's bauxite output is conscquently used
domcstically, mainly by the cement and brick industrics for the manufacture of special cements
and firc-proof bricks. The bulk of Indonesia’s bauxite production is exported (see Table 111.55).
Until 1989 Japan was the main market for these exports, but since that year the Norwegian firm
Norsk Hydro has also accounted for a significant share.'
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Table IILSS. Production and exports of bauxite, 1970/71-1991/92, selected fiscal years
(Thousand tonnes)

1970/71 1975/76 1980/81 1985/86 1988/83 1989/90 1990/91 1991/92%

Production 1,182.2 935.8 1,269.9 712.8 514.1 994.8 1,324.5 1,241.8
Exports - 919.8 1,223.3 807.3 703.¢ 1.,044.5 1,170.2

Sources:  Government of Indonesia. Supplements to the President’s Reports to Parhament. 1S August 1974, 11 March
1975, 15 August 1981, 16 August 1988, 16 Auvgust 1991 and 15 August 1992

a/ Preliminary.

Past trends

The establishment of a comprehensive upstream and downstream aluminium industry has been
a long standing objective of Indonesian policy-makers. Upstrcam, the government’s plans called
for the construction of two large-scale production facilitics: an alumina refining plant on Bintan
to process the local bauxite reserves, and an aluminium smelter on the Asahan river in North
Sumatra to process the alumina obtained from the Bintan plant. Downstream, the government
has ¢ncouraged private investment in industries producing a wide range of aluminium products.

The government’s plans to establish the alumina refining facility date back to 1982, when an
agreement for the construction of such a plant with an anaual capacity of 600,000 tonnes per vear
was signed with a German company, Kaiser Aluminium. Tightening resource constraints in the
mid-1980s prevented the realization of this project, however. It was reactivated in the carly 1990s,
when Norsk Hydro was commissioned to undertake a feasibility study, but was then permitted to
lapse again because of the high investment costs involved.'s%

The aluminium smelter, located at Kuala Tanjung in North Sumatra, was built in the late 1970«
and carly 1980s and had alrcady commcnced production in 1982, It is opcrated by PT Indonusia
Asahan Aluminium (PT Inalum), a joint venture between the government of Indonesia and a
consortium of twelve Japanese companies incorporated into a single business entity, the Nippon
Asahan Aluminium Co. Ltd. (NAA). The plant has a total installed capacity of 225,00 tonncs of
aluminium ingots per year, and is powered by its own hydroclectric generation plant on the
Asahan river. It uses imported alumina, and under the terms of the joint venture agreement
exports the bulk of its output to Japan (scc Table I11.56).

The downstream aluminium products industry is far more diversified, and produces an extensive
range of intermediate and end-use products, including extruded goods, sheet, foil, wire rods,
castings and slugs (sce Table [11.57). It is almost entirely privately owned, and widely dispersed
throughout Java and some parts of Sumatra.'™” Because of PT Inalum's export commitments,
however, it depends almost entirely on imports of uawrought aluminium and aluminium scrap for
its raw material requirements.'”"

The most important downstream industry in terms of volume of output is the aluminium sheet
industry, which rolls aluminium slabs into sheets. At the end of 1990 this consisted of 11 firms,
of which six had begun producing and the remaining five were in the process of being set up. The
six opcrational firms had a combined production capacity of morce than 68,000 tonnes per annum,
and produced sheet of varving thickness for a varicty of uses, including the manufacture of
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aluminium cans, household articles and roofing materials. All of these firms produced their own
aluminium slabs from imported ingots or ingots supplied by PT Inalum.

Table HL.56. Production and exports of aluminium ingots, 1986-1991
(Thousand tonnes)

1986 1987 1988 1989 1990 1991
Production 219.1 191.1 199.5 196.4 206.9 170.4
Exports 174.1 164.9 127.9 142.9 125.2 123.0

Sources: “Foreign Exchange Earnings from Aluminium Exports Down®. Indonesian Commercial Newslerter. No 88, 25
November 1991, Jakara, Table 1. p. 30.
"Condition and Prospects of Aluminium Industry in Indonesia®, Indonesian Commercial Newsietter, No. 90, 23
December 1991, Jakarta, Table 1. p. 15 and Tabie 10, p. 27.
"Indonesia’s Aluminium Exports Down", Indonesian Commercial Newslerter, No. 112, 23 November 1992,
Jakarta.

Table 111.57. Production of selected downstream aluminium goods, 1986-1991
(Thousand tonnes)

1986 1987 1988 1989 1990 1991
Extruded goods 12.4 12.8 14.7 8.6 1.7 30.0
Sheet 20.7 29.0 32.7 15.1 30.0 40.8
Foil 1.6 4.3 2.7 1.7 3.9 3.9
Wire rods - 16.2 18.5 19.2 18.3 24.4

Sources:  "Condition and Prospects of Aluminium Industry in Indonesia®, Indonesian Commercial Newslener, No. 90, 23
December 1991, Jakarta, Tables 3, 5 and 6, pp. 17. 19 and 21.
"Forcign Exchange Eaming from Aluminium Down”, Indonesian Commercial Newsletter, No. 95, 9 March 1992,
Jakarta, Table 4, p. 33.
"PT Alumindo Light Metal Industry to Increase its Aluminium Sheet and Alununium Foil Production
Capacity”, Indonesian Commercial Newslenter, No. 98, 27 April 1992, Jakarnta, Table 4, p. 47.
"Most of Demand for Basic Material for Downstream Aluminium Products Still has to be Met with Imports”,
Indonesian Commercial Newsleter, No. 101, 8 June 1992, Jakarta, Table 3, p. 48.
"Indonesia’s Aluminium Expons Down", Indonesian Commercial Newsletter, No. 112, 23 November 1992,
Jakarta, Table 3, p. M.

Another very important downstream industry is the extruded goods industry, which produccs long
products of various shapes and profiles by passing molten aluminium through pressing and drawing
machines at high pressure. This industry currently comprises 12 companies producing items such
as window and door frames, railings, ceiling strips and a variety of automotive body parts. Most
producers have their own anodizing and fabricating facilitics, and are therefore able to mect
specific orders for anodized and fabricated aluminium extrusions. The total capacity of these
producers amounts to almost 58,000 tonnes per annum.
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The production of wire rods constitutes another important downstream aluminium processing
activity. In 1990 the industry consisted of four producing companies with a combined capacity of
more than 39.000 tonnes per year. The bulk of the industry’s output 1is sold to local producers of
clectric and telecommumications cables.

The output of the aluminium foil industry, which so far consists of a single producer with an
installed capacity of 12,000 tonnes, is still relatively imited. The company, located at Sidoarjo in
East Java, produces foils of varving thickness and bardness for use in the manufacture of
packaging materials, disposable plate< and cups, and insulating barricrs in automotive air
conditioners. The production performance of this company has been crratic in recent years, with
output having fallen sharply in 1988-1989 before rising dramatically in 1990 and stagnating in 1991.

Fig. LK. Production of selected
aluminium goods, 1987-1991

Thousand tonnes
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Other downstream industries include the production of castings and slugs. Castings of various
types are manufacturcd by both small- and large-scale producers, with the latter often being
involved in the manufacture of motorcycle components, such as engine blocks, coupling rods and
brakes.  Aluminium slugs, which are used in the manufacture of tubes and other collapsible
containers are produced by three companices, all of which also manufacture tubes. In addition,
there are seven other manufacturers of aluminium tubes.

Although Indc.-.¢sia remains a net importer of downstrcam aluminium products and the domestic
industry is intended to fulfil a predominantly import substituting role, several manufacturers have
begun to export a part of their output in recent yeats (sec Table 111.58). As domestic output
expanded between the mid-1980s and the carly 1990s, so the volume of exports increascd
significantly in overall tcrms.  This overall growth trend was not shared cvenly by all product
categorics, however, with exports of several products cxperiencing substantial ycar-to year
fluctuations as a result of shifting paticrn: in domestic demand and supply.
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Table I11.58. Exports of downstream aluminium products, 1986-1991

(Tonnes)
1986 1987 1988 1989 1990 1991
Extruded products 12 527 1,929 6,607 6,516 6,556
Sheet 237 851 895 1,472 1,518 560
Foil 197 245 417 842 616 712
Wire rods 536 553 786 454 300 19
Others 57 893 2,965 7,522 8,721

Sources: "Condition and Prospects of Aluminium Industry in Indonesia™. Indonesian Commercial Newsleaer, No. 90, 23
December 1991, Jakana, Tables 10. p. 27.
"Foreign Exchange Faming from Aluminium Down”. Indonesian Commiercial Newsierrer, No 95,9 March 1992,
Jakarta. Table 1. p. 31.
“Indonesia’s Aluminium Expons Down™. Indonestan Commercial Newsletter, No. 1120 23 November 1992
Jakarta. Table 1, p. 32.

Constraints and prospects

The prospects for the development of an indigenous alumina refining industry remain highly
uncertain. In February 1993 a State-owned enterprise, PT Aldecom, was reported to have signed
a joint-venture agreement wath several foreign partners to reassess the feasibility of establishing
an alumina refining plant on Bintan, this time with an installed annual capacity of 900,000 tonnes.
In view of the high costs involved in such an undertaking, however, the likelihood of this project
proceeding is judged by most informed observers to be remote. 7%/

It has been rendered cven more unlikely by a decision taken in 1990 to develop Bintan as a
commercial and tourist centre in order to cnable it to take advantage of its close proximity fo
Singapore. This has resulied in all mining being banned in the northern half of the island. which
contains some 42 million tonnes of the island’s total bauxite reserves of 78 million tonne:.. The
remaining deposits are deemed o be insufficient for the establishment of an alumina plant, unless
they are supplemented by additional supplies of bauxite shipped in from West Kalimantan.
Because of the remoteness of these alternative reserves and the poor infrastructural facilitics
available in West Kalimantan, however, this option is likely to be prohibitively expensive.)

The Asahan aluminium smelter, meanwhile, has had financial difficultics from the outset. Partly
because of inherent incfficiencies and the high cost of importing the required alumina, PT Inalum
has persistently suffered operating losses during the 1980s. In 1991 it was also forced to operate
well below capacity hecause of a drought-induced drop in the Asahan river's water flow, which
hampered the operation of the hydroclectric generating unit< serving the plant.

More serious and permanent damage to the company’s viability has been done by the steady
appreciation of the yen during the past ten vears. This has significantly increased the burden of
servicing its debts, which are denominated almost entiscly in yen while its revenues are
denominated in dollars. An carly rationalization of this industry docs not appear likely, as o recult
of which the government his indefinitely postponed its eratwhile plans to take over the whole
owncership of the plant during the carly 19905,
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In contrast, the prospects for the downstream sections of the industry appear broadly favourable.
With import regulations governing aluminium raw materials having been liberalized in 1990, )
and no protectionist restrictions being imposed on the procurement of such materials, the
aluminium products industry has developed a comparatively high degree of efficiency and
competitiveness.  As the anticipated steady expansion of the Indonesian economy stimulates a
continuous growth in domestic demand for the industry’s products 1n the coming vears, the
industry itself 1s likely 1o enjoy a rapid expansion.

The relatively favourable prospects for the industry have given rise to a high level of private
investment interest.  According to the latest available data, more than ten companices have been
authorized to establish or expand downstream aluminium production facilitics since the beginning
of 1991. If all of their projects are implcmcnlcd on schedule, the total production capacity of the
downstrcam aluminium industry mﬂ rise from about 189,000 tonnes per year in 1991 to almost
329,000 tonnes per vear by 1995}

OTHER NON-FERROUS METALS
The resource base

Indonesia has large known deposits of copper, nickel, gold and silver. Copper is mined mainly in
the province of Irian Jaya, where the United States firm Freeport McRoran has operated a large
mining complex since the late 1960s. Nickel 1s currently mined at two major sites on the island
of Sulawesi; by a subsidiary of the Canadian firm International Nickel Corporation (Inco) at
Soroako in South Sulawesi, and by the State-owned corporation for miscellancous mining activities.
PT Ancka Tambang, at Pomalaa in Southcast Sulawesi. Gold and silver are found and mined at
various locations throughout Indonesia, with particularly large quantitics being extracted at the
Freeport McRoran mining complex in Irian Jaya.

COPPER
Past trends

The development of Indonesia’s copper mining industry hegan in April 1967, when the Freeport
Sulphur Co. of the United States, the parent company of Freeport McRoran, became the first
foreign company (o sign a major anvestment agreement under the newly enacted Foreign
Investment Law of 1967, Under the teems of the agreement. the company was required to invest
$75 million in exploring and exploitiag the significant copper reserves then believed to exist in Irian
Java. After establishing an appropriate mining infrasiructure in the remote area of Irian Java,
where its copper deposit was located. the company commenced production at the beginning of
1973,

A« a result of continued investments, the company’s output has expanded considerably since the
19705, 1t s pot processed to any significant degree within Indonesia, with the bulk of it being
exported e Table ILS9), manly to Jupan, after having been concentrated through flotation.
The cstablishment of 4 domestic wmclting industry has so far been prevented by the Japanese
custemers’ prefereace for concentrate and the insufficient level of local demand for refined copper
to permit the efficient operzion of 3 smelter oriented  entirely towards the domestic
maihet!™  This deadlock may b broken in the foresceable future, however, lu'i.ming recent
regotiations with the Metallgescilsehaft subsidiary of the (¢ man group Lur i AG for the
establishment of 4 smelter at the petrochemicals complex in Gresik in East Java,
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Despite the absence of an upstream copper processing industry, Indonesia has a modest but
significant downstream copper products industry using imported copper as a raw material. lts
most important activity is the manufacture of electric and tclecommunications cables, for which
there arc more than ten major and several smaller producers, whose output and exports have been
rising steadily during the past vears. Although these producers manufacture a wide variety of
cables using both copper and aluminium. most of their output consists of clectric cables made of
copper (sce Table HL60).!™

Table 1I1.59.  Production and exports of copper ore concentrate, 1973-1991, selected years
(Thousand tonncs)

1673 1575 1980 1985 1988 1989 1990 1991

Production 145.8 201.3 178.7 223.5 294.7 331.5 398.6 656.5
Exports 122.3 104.2 132.8 114.5 231.1 305.8 374.5 498.5

Sources:  Government of Indonesia. Supplements to the President’s Repons to Parliament. 15 August 1974 11 March
1978 and 15 August 1981.
Central Bureau of Staustics, Indikator Ekonomi. Apnl 1992,

Table I11.60.  Production and exports of cables, 1987-1991
(Thousand tonnes)

1987 1988 1989 1960 1991
Production 58.7 58.9 64.6 72.4 81.2
Exports - 0.~ 0.2 1.4 4.4

Source:  “lavestor Interest in Cabie Industry Quite High Despite Increasingly Tough Compeution™. Indonesian
Commerciul Newsleter, No. 103, 13 July 1992, Jakanta.

Constrait s and prospects

Although ongoing investments in the Irian Jaya copper mine will cnsurc a continuous increasc in
Indonesia’s production of copper ore in the foreseeable future, the development of a smelting
industry continues to be hampered by the high investment costs involved and the large minimum
cfficient scalc of such an industry. As a result of these constraints, the cstablishment of a local
smeller was not cven scriously considered until 1990, when talks first initiated with the
Mectallgescllschaft consortium regarding the cstablishment of a smelter at Gresik. While all partics
involved claim to be commitied to the project, its exccution has, nevertheless, been postponed on
several occasions, and the implementation schedule still remains unclear.

Further downstream, the continued development of the copper products industry bascd on
imported supplies of copper appears to have good prospects. The relatively rapid growth of
domestic cconomic activity projected for the coming years will gencrate a steadi'y rising demand
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for a variety of copper based producis. and cable in particular. Fusthermore, the relative vouth
of much of the Indonesian copper products industry helps to ensure its efficiency, since it employs
comparatively modern plant, equipment and production technologies. It therefore enjoys a high
degree of intcrnational competitivencess, and should be able to expand its share of export markets
significantly in the short to medium term.

NICKEL
Past trends

The Pomalaa minc operated by PT Ancka Tambang is Indonesia’s oldest nickel producing centre.
In mid-1976 it was cquipped with plant for the production of ferro-nickel, and since then has
produced both nickel ore and ferro-nickel. The Soroako mine operated by PT Inco, which was
inaugurated in 1977, is equipped with a smelter in which it converts all of its ore output into nickel
mattc. The output of both of these facilities has increased significantly during the past fifteen
years and the bulk of it is intended for export (see Table 111.61). The nickel ore and ferro-nickel
produced at Pomalaa is shipped to both Japan and Europe, while the nickel matte produced at
Soroako is cxported exclusively to Japan under a long term coatract. Only a relatively small
proportion of total output is used domestically, mainly in the production of stainless steel.

Fig. lLL. Production and exports of
nickel ore, 1980/81-1991/92,
selected fiscal years
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Table 111.61. Production and exports of nickel, 1970/71-1991/92, selecter: fiscal years
{Thousand tonnes)

1970/71 1975/76 1980,81 1985/86 1988/8% 1989/90 1990/91 1991/92

Production

Nickel ore 689.0 751.2 1,339.3 986.9 1,830.3 1,652.4 2.296.7 2,459.1
ferro-nicke! - - 3.5 4.8 4.8 5.0 5.1 5.4
Nicke! matte - - 17.8 20.1 30.0 30.0 26.7 34,7
Exports

Nickel ore 675.6 707.6 1,238.7 916.8 1,648.2 1,533.2 1,861.2 1,962.3
Ferro-nickel - - 4.4 4.5 3.2 1.6 5.7 5.1
Nickel matte - - 19.9 26.8 28.6 31.9 26.4 31.0

Sources: Government of Indanesta. Supplements to the President’s Reports to Parhament. 1S August 19720 11 March
1978, 15 August 1981, 16 August 1988 and 15 August 1992

Constraints and prospects

As in the case of all primary commodities, nickel 15 subject to wide price fluctuations
international markets. which can have a significant impact on the profitability of the mining and
processing industrics. By international standards, however, the two Indonesian producers are
belicved 1o be relatively efficient, with PT Inco able to break even at a price of $2.45 per pound
of nickel!™ Despite the relatively weak prices currently prevailing in international markcets,
both firms arc theretore in the process of expansion. PT Ancka Tambang was otficially authonized
by the investment licensing agency BKPM to expand the capacity of s ferro-nickel plant o
Pomalaa from the current level of 5000 tonses per vear to 10,000 toanes per vear in 1992, The
project is now beginning to be implemented, and will be completed by the end of 103 1
PT Inco, meanwhile, has been overhauling and expanding its three smelting furnaces at Soroaho
since 199%). While this has resulted in the plant operating significantly below capacity for the past
three years, it wall provide the company with a firm base for future growth once the programme
is completed by 1990 1%

GOLD AND SILVER
Past trends

The mining of gold and silver has a long history 1o Indonesia, but until the mid- 1970« was carried
oul almost exclusively by PT Ancka Tambang (sce Table 111.62) From 1975 onwards. P1
Freeport Indonesia Incorporated began to extract significant quantitics ol both motals trom
associated deposits at its copper mine s Iran Java, and became Indoncsia’s largest producer
Since the mid- 1980s, when other private companies were atiracted into the gold and silver mining
industry, these independent producers have also begua to play an important role. As aoresult of
these developments, gold production has risen particularly rapidly during recent vears, from 2mn
kilogrammes in {985 (o 17,000 kilogrammes in 1991,

Although the bulk of Indoncsia’s production of gold and silver is exported, o sienificant proportion
is also processed domestically. PT Ancka Tambang operates o precious metals unit in Jaharta
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Table 111.62. Production of gold and silver by principal producers, 1970-1990, selected vears

(Kilogram)

1970 197% 1980 1985 1988 1989 1930
Gold
PT Aneka Tambang 237 33 248 249 165 209 139
PT Freeport Indonesia - 2,048 1,568 2.385 3,734 4,347 9,335
Others - - - 14 832 1,491 1,642
Total 237 2,379 1,816 2,648 4,731 6,047 11,116
Silver

Pt Aneka Tambang 8,803 4,755 2.196 2,231 2,819 2,222 2.180
PT Freeport Indonesia - 27,894 19,604 36,099 54,746 67,014 61,359
Others - - - - 3,973 4,811 3,614
Total 8,803 32,649 21,800 38,330 61,538 74,049 67,153

Source:  Yusuf. Muhammad. "Gold and Stiver Mining in Indonesia. Pant I, Business News. No. 5182/5183. 13 November
1991. Jakarta. Table I, p. 3B

with smcliing and purifying facilitics, which also has the capacity to mar.ufacture a variety of
industrial products. Thesc include silver filaments and silver tape fuses for electrical uses, white
gold, gold and silver solder, plating solutions for jewellery production, nitratc silver and silver and
gold bars. Further downstream, craft based industries play a significant role in the manufacture
of gold and silver products, producing jewcellery and ornaments as well as tableware and cutlery.
Particularly important centres of these activities arc located in Yogvakarta in Central Java. Kendari
in Southcast Sulawesi, and, to a lesser extent, Celuk in Bali,'5>

Constraints and prospects

The physical output of gold and silver s likely to increase substantially over the coming vears as
a result both of the continuing expansion of the Freeport indoncesia copper mine and the gradual
start-up of mining operations at a number of private mines licensed in the mid-1980s. According
to the hest available estimales, every tonne of copper ore concentrate produced by PT Freeport
Indonesia contains 10-15 grammes of gold and 100-150 grammes of silver. Mcanwhile, only a
handful of the 103 private companies licensed to prospect for gold hetween 1987 and 1988, when
investments in the gold mining industry were iemporarily permitted. have so far begun to produce
gold. While not all of them will find cxploitable reserves, some further expansion of outpu’ from
this source appears inevitable in the coming vears.

The prospects for the downstream industrics also appear broadly favourabie. Indonesia’s rapid
industrniahization will almost certainly stimulate a continuing increase in demand for industrial
products made from precious metals. In addition, the continucd growth of the jewcllery industry
in particular will be supported by the increasing income and wealth of the Indoncsian population,
and its traditional preference for holding at least a part of its assets in the form of gold bullion
or jewellery, With tounists already constituting a major market for the jewellery industry and the
handicraft industrics producing such products as orraments and cutlery, morcover, the projected
rapid growth of tourism 1n the coming vears will also provide significant benefits for these
industrics.

¢ United Nations Industnal Developmen: Organization




160 Industrial Branch Profiles

H. MACHINERY, TRANSPORT EQUIPMENT AND ELECTRICAL
ENGINEERING

MACHINERY
The resource base

The principal resource upon which Indonesia can rely to build an engincering industry s its large
pool of comparatively well educated, low-cost labour. As in the case of the Republic of Korea,
Malaysia, Singapore and Taiwan Province ai an carlier stage in their economic development,
Indonesia is in a favourable position to attract investments in relatively simple machinery
assembling industries, which in turn will help to develop the skills needed for the production of
progressively more complex engineering goods. While these industries should primarily be
oriented towards export markets in order to ensure that they are cfficient and compeutive, the size
of Indonesia’s domestic market compared with those of its industrializing neighbours offers its
engineering industrics much greater scope for local expansion.

Indonesia is also in the process of establishing appropriate support industries for the development
of an cngincering industry. As the development of the petrochemicals, plastics, and basic metals
industries proceeds, local manufacturers of machinery and cquipment will be able to meet a
greater share of their physical input requirements from thesc sources. However, care is needed
to cnsure that these domestically produced intermediate goods are competitive in price and quality
with those available in external markets, however, and that access to these external markets s not
denied to the domestic producers of engineering goods.

MACHINE TOOLS
Past trends

Indonesia’s machinc tool industry is still comparatively small and unsophisticated. For the most
part it produces only relatively simple equipment, which usually incorporates antepenultimate
technology and does not rely on computerized control systems. Because of its modest size the
industry is able to cover only a very smal! proportion of domestic demand for these conventional
machine tools, which is in any case contracting. Indonesian demand for these progucts has mostly
to be satisfied with imports (sec Table 111.63).18%

Constraints and prospects

The growth of the machine tool industry is likely to be restrained for some time to come. This
will be duc mainly to the relatively weak, and progressively weakening demand for the simple
machines it is ablc to producc, and the high investment cost of establishing a manufacturing
capacity for thc statc-of-the-art machinery that is incrcasingly being demanded both within
Indoncsia and outside. Somc cvolutionary change is likely to be brought about by transfers of
technology through forcign investment and cooperation agreements with forcign manufacturers.
Howcver, the overall outlook remains one of only slow development and growth in the coming
ycars.

As in the recent past, Indoncsia’s production of machine tools is expected to fluctuate from year
to year hecause the country’s machine tool manufacturers produce almost exclusively (o order.
Most will also continuc to rely on government procurements for the bulk of their orders since it
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appears unlikely that they will be able to compete either i terms of price or quality with imported
products, which will be preferred by private entrepreneurs. This will be especially true for joint
venture investment projects with foreign companies and for public projects partially financed with
overseas development aid, where foreign funds will usually be made available to finance the
purchase of imported machine tools.

Table 111.63. Production and imports of machine tools, 1986-1990

(Units)

1986 1987 1988 1989 1990
Production
Lathes 136 241 19 30 33
Drilling machines 280 286 177 110 180
Milling machines 133 232 28 27 41
Grinding machines 116 18 36 60 67
Sawing machines 300 260 170 50 76
Folding and rolling machines 420 186 90 111 370
Cutting machines 150 54 80 45 46
Imports
Lathes 1,294 1,782 3,034 5,274 9,430
Drilling machines 1,668 3,280 5,342 2,964 2,37
Milling machines 2.114 946 1,709 933 3,591
Grinding machines 2,653 3,885 3,136 508 6,676
Sawing machines 2,085 1,410 2,036 334 1,404
Folding and rolling machines 1,296 1,456 1,075 1,684 1,509
Cutting machines 1,805 225 1,838 1,236 1,376
Source. "Domestic Market of Machine Tools Dominated by Import Products™. Indonesian Commercial Newsletter, No.

93. 10 February 1992, Jakana. Tables 1 and 2. pp. 36-37.

Fig. .M. Production and imports of
machine tools, 1990
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DIESEL ENGINES AND GENERATORS
Past trends

The production of diesel engines is emerging as an increasingly important component of the
enginecring industry. It had its origins in the carly 1970s, with the carliest officially published
statistical data indicating an output of some 2,000 units in 1972/73. From 1935/86 a distinction
began to be made in official statistics, between automotive and non-automotive diesel engines
following the establishment of a domestic manufacturing capacity for the former. Since that time
there has been a significant expansion of output, with the combined volume of both categories of
engine almost doubling from some 53,000 units to nearly 102,000 units by 1991/92 (sec Table
11.64).

Table 111.64. Production of automotive and non-automotive diesel engines, 1970/71-1991/92,
selected fiscal years
(Thousand units)

1970/71 1975/76 1980/8: 1985/86 1988/89 1989/90 1990/91 1991/92%

Automotive diesel
engines - - - 11.5 47.8 35.9 45.9 50.0

Non-automotive diesel
engines - 8.0 Ja.1 1.6 32.4 44.3 49.7 51.8

Sources:  Government of Indonesia. Supplements to the President’s Reports to Parliament. 11 March 1978, 1S August
1981, 16 August 1988 and 1S August 1992,

as Prchminary.

With the growth of the industrial sector outpacing the growth of clectricity production by a
substantial margin since the late 1980s, there has been a particularly sharp surge in demand for
dicsel-powered gencrating equipment in recent years.  This, in turn, has stimulated extensive
investment in the industry, and a correspondingly rapid increasc in output. By 1990 it comprised
thirteen medium- and large-scale enterprises with a combined production capacity of 35,000 units
per annum, as well as an unknown number of smali-scale enterpriscs and workshops. '/

This incrcase in domestic production has succeeded in mecting the bulk of the increase in
Indonesia’s demand for such captive gencrating capacity. Though imports of gencrating scts have
continued, and been cascd through the gradual lifting of restrictions on the import of large-
capacity units, they have continued to account for only a relatively modest share of total domestic
demand. At the same time, however, the gencrating sct industry has evolved almost entircly as
an asscmbling industry on the basis of imported components. Even the domestically produced
cquipment conscquently has a very high import content (see Table HIL6S).

¢ United Nations Industnal Development Organization




Industrial Branch Profiles 163

Table 111.65. Production and imports of diesel-powered generating sets, 1985-1989

(Units)
1985 1986 1987 1988 1989
Production
Low capacity:
10 KVA - 15 KVA 5,561 3,392 4,985 5,846 6,543
Medium capacity: 2,553 2,236 2,978 5,724 6.474
15 KVA - 100 KvA 1,618 1,492 1,698 2,667 2,697
101 KVA - 500 KvA 935 743 1,280 3,057 i, m
Large capacity: 289 288 308 385 535
501 KVA - 1,000 KvA 235 231 261 342 529
> 1,000 KVA 54 57 47 43 6
Total 8,403 5,916 8,271 11,955 13,552
Imports 2,573 5,138 2.39 1,025 3,924

Source:  "Demand for Generating Sets m Indonesia: Condition and Prospects™. Indonesian Commercial Newsletter, No.
69. 11 February 1991, Jakanta, Tables 3 and 4. pp. 13 and 15.

Constraints and prospects

The prospects for the diesel engine industry appear favourable in the short to medium term. With
the anticipated growth of domestic economic activity likely to stimulate a continuing rapid increase
in demand for transport services and power, Indonesia's requirements for such cngines, both as
propulsion units for transport equipment and as gencrators of clectricity, arc bound to increase.
As it acquires greater experience and skills, moreover, the industry is likely to move towards the
production of increasingly large and complex units, as indicated by a recently announced plan to
establish a plant for the manufacture of marinc engines.'® However, in view of the heavy
investments in capital, technology and human resources required in the production of many of the

basic components of such engines, the industry is expected to mainly involve assembling for the
foresecable futurc.

AGRICULTURAL MACHINERY AND EQUIPMENT

Past trends

As a still predominantly rural country with a large agricultural scctor, Indonesia has a considerable
demand both for the tools needed for agricultural cultivation and the cquipment nceded to process
the agricultural output (sce Table 111.66). This demand remained strong throughout 1970s and
1980s in linc with the rapid growth in the volume of agricultural production and the incrcasing
emphasis on domestic processing in order to add valuc to Indoncsia’s resource-based exports,
Responding to the stimulus generated by this growth in demand, local manufacturers of farming
and agricultural processing cquipment have sustained a relatively high level of production during
the past ten years for which data arc availablc.
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Table 111.66.  Production of agricultural equipment, 1983/84-1991/92, selected fiscal years

1983/84 1985/86 1988/89 1989/90 1990/91 1991/92%

Units

Hand tractors 1,065 973 2,490 5,533 6,330 8,500
Mini tractors 68 43 14 14 20 15
Large tractors - 27 188 51 200 409
Rice threshers 467 2,771 830 1,263 1,337 2,000
Rice hullers 248 420 500 826 909 1,200
Rice polishers 235 413 150 362 665 750
Rice milling units 392 516 400 301 468 550
Irrigation pumps 3,065 1,971 10,800 6,728 7,973 9,000
Tonnes

Tea processing machinery 650 1,000 800 800 934 1,000
Palm oil processing machinery 3,400 10,200 5.600 6,650 8,000 7,500
Sugar processing machinery 5,850 8,500 6,000 5,200 6,000 7,000
Coffee processing machinery 30 1,050 211 240 250 260
Rubber processing machinery 200 1,675 1,600 1,200 1,400 1,500

Sources: Government of Indonesia, Supplements to the President's Reports to Parliament. 16 August 1988 and 15
August 1992.

a/ Preliminary.

Constraints and prospects

Although it has lost its overall primacy, the agricultural sector (including forestry and fisheries)
is likely to remain one of the most important sources of output growth in the Indonesian economy
for some time to come. As a result it will continue to inspire strong growth in demand for a wide
range of agricultural machinery and processing equipment, including threshing and milling
machinery for rice; crushing cquipment for oilsecds and sugar; and sawing and plywood-making
machinery for the timber industry. The projected high levels of demand for agricultural tools and
machinery will, in turn, almost certainly continue to evoke a favourable supply response from local
manufacturers, resulting in a continuing high level of domestic production of such equipment. The
relative simplicity of much of this cquipment permits it to be manufactured by small- and medium-
scale enterprises without access to technologically sophisticated production facilitics, and thercfore
renders it emincntly suitable for a country at Indonesia's stage of industrialization.

CONSTRUCTION MACHINERY
Past trends

Since the 1970s Indonesia has established an cxtensive construction machinery industry producing
most kinds of commonly used construction equipment (see Tablc 111.67). Thesc include both light
machinery, such as concrete mixers and asphalt sprayers, and hecavy equipment, such as cxcavators,
bulldozers and cranes. The industry produces almost entircly to order, however, and the volume
of its output has varied considerably in reccent ycars as these orders have fluctuated. These
fluctuations have themselves been caused by variations in the level of construction activity, and by
changes in Indoncsia’s external trade regulations, which have altered the degree of competition
between locally produced and imported equipment.
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Table 111.67. Production of construction equipment, 1983/84-1991/92, selected fiscal years

(Units)
1983/84 1985/86 1988/89 1989/90 1990/91 1991792/
Stone crushers 18 39 26 18 43 20
Concrete mixers 1,080 1,460 406 532 616 310
Plate compactors 385 325 i4 8 8 4
Asphalt mixers 5 9 2 3 5 4
Asphalt sprayers 15 30 60 25 70 35
Road rollers 404 340 46 10 50 97
Wheel loaders 1 64 154 150 187 265
Motor graders - 54 61 108 135 156
Excavators - 196 366 632 428 421
8ulldozers 22 150 475 449 643 711
Forklifts 50 183 513 425 1,248 803
Cranes 400 1,200 120 60 81 45

Sources:  Government of Indonesia. Suppiements to the President’s Reports to Parhiament. 16 August 1988 and 15
August 1992

a/ Preliminary.

A particularly important development in terms of foreign competition has been the re-
establishment of Indonesia’s trading links with China in the latter half of the 1980s. Its impact has
been felt especially severely by producers of some of the lighter items of construction equipment,
who have been unable to match the prices accepted by Chinese suppliers and have consequently
suffered a sharp loss of orders in recent years. According to one recent study, the only significant
product in this category which the Indonesian industry can produce competitively is asphalt mixing
machinery, which it has cven exported to Malaysia.m’/

The heavy equipment industry enjoys a higher degree of protection, and has experienced a more
robust output growth since the 1970s. At the end of 1991 it consisted of seven operationa! firms,
including three joint ventures with foreign companics, which had a combined annual production
capacity of 2,700 forklifts, morc than 1,600 buildozers, 1,000 road rollers, and several hundred
excavators, molor graders and whecl loaders.'®” Most of this cquipment is produced under
licence from foreign manufacturers, such as Komatsu, Caterpillar, Sakai and Mitsubishi. To a
considerable extent, therefore, the industry is based on the assembly of imported parts, although
the growing ability of local foundries to produce an expanding range of components is resulling
in a gradual increasc in the {ocal content of this equipment.

Constraints and prospects

The construction machincry industry has mixed prospects. While it has been established primarily
as an import-substituting industry and is generally accepted (o be urcompetitive in an international
context, only a relatively small proportion of it is exposed to the rigours of international
compelition. This component, producing such goods as concrete mixers and asphalt sprayers, is
likcly to continue to face strong pressure from imported equipment. For the remainder of the
industry, the hcavily protected and rapidly cxpanding domestic market will provide considerable
growth opportunitics, which scveral companics are alrcady preparing themsclves to exploit. One
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firm, PT Komatsu Indonesia. has recently completed a substantial expansion of its existing
capacity, for example, while another. PT Hitachh Construction Machinery Indonesia. has been
licensed to establish a production facility in Indonesia '

TEXTILE MACHINERY
Past trends

Although the production of traditional spinning and weaving ¢quipment has a long history in
Indoncesia, the development of a manufacturing capacity for industrial textile machinery has lagged
well behind the growth of the country’s textile and garment industry. Significant investment in the
production of modern automated textile manufacturing equipment dates back no further than 1990,
at which time the textiles and garments industry had become a leading torce in the Indonesian
economy. According to the latest availuble data, upstream textile machinery was produced by only
five firms in mid-1991, with an additional four firms producing parts and components. ™™

Demand for domestically  produced machinery has been patchy, especially since local
manufacturers are not able as vet to manufacture the sophisticated machinery., such as open-end
spinning machines and water-jet looms. which the Indonesian textile industry increasingly wants.
Even the conventional machinery manufactured by local producers, embodving less up-to-date
technnlogy. is unable to compete in price or quality with similar cquipment availabke from foreign
suppliers. The textile producers therefore continue to prefer to instalt imported machinery in their
mills, with Chinese weaving equipment having become particularly popular in recent vears.
Recognizing the importance of maintaining the competitiveness of Indonesia’s growing textile
exports, the government has facilitated the use of more efficient foreign machinery by Liberahizing
the import controls previously im{}nscd on such equipment in a package of deregulators cconomic
reforms introduced in July 1992.'%

Within the textile and garments machinery industry, the production of sewing machines plays a
particularly important role (sce Table HLo8). Comparatively cheap sewing machines, specified for
domestic rather than industrial use, have been assembled or manufactured tn Indonesia for several
decades. At present the industry consists of three major enterprises with ¢ combined annual
production capacity of almost 700,000 units, It has been hard hit by the restoration of trade
relations with China, however, which has resulted in the import of large volumes of Chinese goods
and prompted a substantial decline in local production to less than 29,000 units in 199111

Table 111.68. Production and imports of sewing machines, 1987-1991
(Thousand units)

1987 1984 1989 1930 1991
Production 148.6 51.8 34.0 29.3 8.6
{mports 33.2 56.9 85.0 100.1

Source: "lLocally Produced Sewing Machines Tess Competitve than Import Products” Indonestan Commiercial
Newsletter, No 99, 11 May 1992, Jakarta, Tables | and 2, pp 48440
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Constraints and prospects

The continuing growth of the textile and garments industry provides considerable opportunities
for investments in the production of machinery and equipment used by the industry. Several
potential investors have responded to these opportunities in the recent past. and in 1981 alone
three new firms with a joint production of about 16,000 units of various kinds of machinery were
licensed by the BKPM. In order to fully exploit these opportunities. however. the domestic textile
machinery industry will have to overcome the clear preference for imported machinery ¢xhibited
in the past by local textile producers, who through the import liberalization measures of July 1992
have been given even greater frecdom to express this preference. Increasing the competitiveness
of their products sufficiently to persuade the textile industry to acquire them remains the principal
challenge facing domestic textile machinery producers.

TRANSPORT EQUIPMENT
The resource base

As in the case of the machinerv industry, Indonesia’s resource base for the manufacture of
transport cquipment is tenuous. The continued absence of an adequate upstream iron and steel
industry and the still embrvonic state of the country’s broader enginecring industry precludes the
availability of an efficient and competitive raw matcrial and component supply structure. The
principal resource at the disposal of Indonesia’s transport equipment industry is the country’s large
pool of labour, with its comparauvely high level of basic education and impressive capacity to
acquire new industrial skills. With the increasing automation of the transport equipment industry,
however, the utility of this resource ts being eroded.

Despite the absence of an obvious resource base, the Government of Indoncsia has long regarded
the cstablishment of a comprehensive transport cquipment industry as a strategic imperative
because of the country’s vast size and geographical peculiaritics. The transport cquipmens industry
has therefore been devised as a quintessentially import-substituting industry, and nurtured at
considerable cost behind a varicty of direct and indirect protective barriers. Its development has
therefore not been based on the premise of exploiting available resources, but on the pereeived
need to establish an industry deemed politically accessary irrespective of the cconomic cost.

MOTOR VEHICLES AND AUTOMOTIVE COMPONENTS
Past trends

The Indoncsian motor vehicle industry dates back to the late 1920s, when a plant for the assembly
of such vehicles was cstablished by General Motors in the Tanjung Priok arca of Jakarta. Inits
present form, however, the industry has its origins in a number of decisions taken by the
government in the late 1960s and carly 1970s, which regulated its structure and activitics on the
onc hand and cstablished a blucprint for its further development.!”>  In particular, these
policics sought to maximizc the degree of local assembly and the use of local components. To
achieve these objectives the government imposed a scrics of increasingly restrictive import
controls, which cventually resulted in the prohibition of imports of completely built up (CBU)
motor vehicles in favour of completely knocked down (CKD) motor vehicle kits. and in 1970
annotnced a “delction” programmce for the progressive reduction of the share of imported
components in locally assembled vehicles.
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The currently prevailing official regulations governing the Indonesian motor vehicle industry
distinguish between commercial vehicles and sedans, with both of these broad groups further sub-
divided into several smaller categories. Commercial vehicles are classified by gross vehicle weight
(GVW) as follows:

Category I: GVW < 25 tonnes
Category II: GVW 2.5 -89 tonnes
Category I1I:  GVW 9.0 - 239 tonnes
Category IV:  General purpose vehicles, jeeps
Category V: GVW: > 240 tonnes.

Passenger vehicles, meanwhile, are classified by engine cylinder capacity (measured in cubic
centimetres) as follows:

Category I: Cylinder capacity < 1,000 cc
Category II: Cylinder capacity 1,000 - 1,499 cc
Category III: Cylinder capacity 1,500 - 1,999 cc
Category IV: Cylinder capacity > 2,000 cc.

As presently constituted, the motor vehicle industry consists of 16 assemblers producing all of the
above categories of vehicles. Between them, these 16 assemblers have a combined production
capacity of more than 410,000 units per year, comprising vehicles of 23 marques and a plethora
of different models and variants. Although the actual volume of the industry’s output remains well
below its installed capacity, and has tended to fluctuate from year to year in response to cyclical
effects, the production of motor vehicles has ncvertheless cxhibited a dramatically rising long-term
trend since the 1970s. From 2,900 units in 1970/71, output rost to a peak of more than 270,000
units in 1990/91 before falling back subsequently in the following years as a result of the
coatraction in demand induced by the tight monctary policy pursucd by the government beiween
mid-1990 and mid-1992 (sec Table 111.69).19%/

Table 111.69.  Assembly of four-wheeled motor vehicles, 1970/71-1991/92, selected fiscal years
{Thousand units)

1970/71 1975/76 1980/81 1985/86 1988/89 1989/90 1990/91 1991/92%/

Motor vehicles 2.9 8.9 112.5 139.7 166.7 174.8 271.4 260.5

Sources: CGovernment of Indonesia, Supplements to the President’s Reports to Parliament, 15 August 1974, 11 March
1978. 15 August 1981, 16 August 1988 and 15 August 1992,

a/ Preliminary.

The government has sought to promote the development of the commercial car industry in
parlicular‘h and has placcd special cmphasis on the production of Category I commercial
vehicles.! This preference for commercial cars is based on the view that they arc morc
suitable than sedans for Indoncsia’s road conditions, especially in rural arcas, and because their
lack of tcchnological sophistication renders them more easy to manulfacture at the present stage
of Indonesia’s industrial development. In order to encourage the growth of the commercial vehicle
industry, the government has imposed duties of 100 per cent on imports of CKD kits of scdan cars.
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Thesc policy measurcs have been very cffective in channclling market demand, and have resulted
in Category I commercial vehicles assuming a share of morc than 60 per cert of the total
Indoncsian market (sce Table 111.70). Many, if not most, of these ostensibly commercial vehicles
arc configurcd for usc as passcnger cars and equipped accordingly, however, with high-quality
accessories of various kinds including air conditioners and tinted windows. This segment of the
market is dominated by vehicles of Japancse lincage, with the Toyota Kijang, a locally developea
model using Toyota components, accounting for the largest single share.

Table 111.70. Domestic sales of four-wheeled motor vehicles by principal category, 1987-1991
(Thousand units)

1987 1988 1989 1990 1991
Category | commercial vehicles 110.3 8.4 108.9 157.4 161.2
Category IV commercial vehicles 39 4.7 4.3 7.0 6.5
Other commercial vehicies 16.6 22.8 33.5 54.6 49.6
Sedans 28.9 37.4 32.2 58.9 45.8
Total®/ 159.7 163.2 178.8 277.8 263.1

Source: “Condition anG Prospects of Automotive Industry in Indonesia®. Indonesian Commercial Newslener, No. 100,
25 May 1992, Jakarta. Table 6, p 16

a/ Totals may not add due fo rounding.
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Government efforts to promote the development of a full manufacturing capacity have been less
successful. The target for full domestic manufacture, originally set for the late 1980s. had to be
postponed on several occasions because entreprencurs were unable to undertake the necessary
investments in the recessionary conditions prevailing at the time. Even the latest deadline, set in
1987 for the end of 1990, has not been met entirely. with official estimates of th: local content
ratio in 1991 ranging from a mere 14 per cent for Category V commeraial vehicles to 2 maximum
of about 71 per cent for the particularly promoted Category I commercial vehicles (sce Table
II1.71). These estimates themselves significantly overstate the actual degree of local content in
domestically produced vehicles, morcover, since many of the locally produced components are only
assembled in Indonesia from imported kits as a result of the imposition of import duties of up to
50 per cent on components imported in CBU form 1%

Even though the ambitious local content targets sct by the government have not vet been met. the
automotive componcnis industry has nevertheless recorded a significant growth in recent years (see
Table H1.72). According to the latest available data, this industry now com(griscs some 120 firms
producing or assembling 33 differcnt types of automotive components.!”  Several domestic
companies, including the local assemblers of Toyota, Mitsubishi, Daihatsu and Isuzu, have
established subsidiaries for the machining of various engine components, such as cylinder blocks
and hcads, intake and cxhaust manifolds, cam shafts and crank shafts, connecting rods, shift fo. ks
and flywheels. A number of independent companies also produce an cxtiensive range of other
components, including chassis frames, body pancls, stcering assemblies, axles and propeller shafts,
shock absorbers, electrical components including batteries, exhaust svstems, fucl tanks, spark plugs,
wheel rims and automotive air conditioning syslcms.‘w/

Fig. 11.Q. Production of selected
automotive components, 1988/89 and
1991/92
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Table 111.71.

I ocal coutent of domestically produced motor vehicles by category, 1991
(Percentage)

Vehicle category

1991

Commercial vehicles

- Category |
- (Category [1
- Category III
Category IV
Category V

Passenger vehicles

- Sedans

Source:  “Condition and Prospecis of Automotrve industry i Indonesia™. Indonesian Commercial Newslener. No. 100.

25 May 1992, Jakarta. Table 4. p. 14.

Table 111.72.

Production of automotive components, 1980/81-1991/92, selected fiscal years
(Thousand units/sets, except as stated)

1980/81 1985/86 1988/89 1989/90 1990/91 1991 /922

Shock absorbers 288.3 819.3 756.6 1,202.3 1,491.2 1,550.9
Radiators 111.9 121.1 143.8 170.6 244.0 256.2
Exhaust systems 286.9 209.5 233.6 311.5 225.7 239.3
Filter eiements 1,299.0 3,586.0 2,998.6 3,558.6 4,216.7 4,554.0
Pistons - 326.8 718.1 570.0 627.8 609.5
Piston rings - 2.372.8 2.725.5 3,010.3 3,664.3 3,957.5
Spark plugs 10,529.0 12,497.0 22,971.9 27,195.7 30,806.0 33,886.5
NDiesel engines - 11.5 47.8 35.9 45.6 50.0
Petrol engines - 48.0 19.6 156.6 136.7 160.0
Cabins - 103.6 115.0 128.2 138.7 136.0
Chassis - 115.5 122.3 183.0 235.6 231.0
Axles - 62.4 120.3 138.2 196.0 192.2
Propeller shafts - 62.4 120.3 138.2 196.0 192.2
Rear bodies - 83.9 48.2 53.0 66.9 65.6
Brake systems - 15.0 291.9 273.2 319.6 313.4
Wheel rims - 447 .4 695.7 759.8 995.6 1,015.5
Fue!l tanks - 88.5 135.3 143.7 157.2 161.9
Leaf springs

(Thousand tonnes) - 8.9 19.0 22.2 25.3 25.5
Seat assemblies - 114.9 380.5 244.4 199.7 207.6
Clutch systems - - 119.5 129.5 144.8 141.9
Transmissions - - 126.4 146.8 209.4 205.3
Steering systems - - 158.0 133.8 153.6 150.6

Sources  Govemment of Indonesia. Supplements (o the President’s Reports to Parliament. 15 August 1981, 16 August

1788 and 15 August 1992,

a/ Preliminary
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Constraints and prospects

Having been established and developed as essentially import substituting industrics. the Indonesian
motor vehicle and components industries are relativelv inefficient by international standards. Their
survival in the domestic market is due almost entirely to the high level of protection thev enjoy.
and their ability to compete tn external markets is very imited.  Exports of built-up four-wheeled
motor vehicles, which commenced in 1987 when small numbers were shipped to neighbouring
countries such as Brunci Darussalam and Papua New Guinca, have therefore remained below
1000 units per vear.

Although a further expansion of the domestic market is almost certain as cconomic development
proceeds. this expansion will inevitably be constrained by the prevailing incqualities in the
distribution of income and wealth in Indonesia, and by the comparatively high price of domestically
produced motor vehicles. With export growth also likely to be restrained by the Indonesian motor
industry’s lack of international competitiveness, the next major surge in the industry’s growth is
only likely to be achieved on the basis of reduced production costs and prices. which will widen
the pool of prospective domestic buyers while at the same time enhancing export prospects. Such
a growth surge therefore depends crucially on the achievement of significant improvements in the
industry’s efficiency.

Such cfficiency improvements are cusrently prevented by two principal factors.  First, the high
degree of protection offered to the domestic industry reduces the industry's incentives to raise its
efficiency te match that of potential foreign competitors, who are denied access to the Indonesian
market. Sccond, the large number of marques and models produced in Indonesta prevents any
single producer/assembler from achicving o minimum cfficient scale of production. The
achicvement of the desired efficiency gains therefore requires a significant liberalization of the
domestic market, which would increase the degree of foreign competition faced by local producers
and help to bring about a consolidation of the domestic industry.

The need for such deregulation has been recognized by the Government of Indonesia. which
temporarily relaxed import controls on some categories of completely built up commercial vehicles
in the beginning of 191, and announced an impending, but as vet not implemented, liberalization
of the industry in late 19921 Ar the same time. however, the adoption of such deregulatory
policics is complicated by the fact that the resulting restructuring of the Indonesian automotive
industry will incvitably be painful in the short term, and may prompt an initial contraction of the
industry as incfficient capacity is shut down. With the automotive industry being dominated b
politically influcntial vested interests, and with cconomic nationalism continuing (0 represent o
signiiicant current of Indonesian political thinking, the introduction of these poiicics will almost
certainly be a slow and gradual process.

MOTORCYCLES AND BICYCLES
Past trends

In addition to its four-wheeled motor vehicle industry Indonesia also has an active motoreyele
industry. which in its present form dates back to the Tate 1960s when several local business groups
began assembling motorcycles and scooters imported in CKD form from several Japanese
manuiacturers and the Italian firm Piaggio. In subscquent years the indusiry was expanded by the
cntry of a small numbcr of other firms, the most important of which was the Indian producer of
scooters and threc-whecled motor rickshaws, Bajaj. More recently. it has been forced by intense
compctition to shrink back to only four marques: Honda, Suzuki, Vespa (Piaggio) and Yamaha.
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Abstracting from the usual cyclical {luctuations, production of such two- and three-whecled motor
vehicles exhibited a steadily rising trend until carly mid-1980s. Sales slumped in 1983-1985. as
many first-time buyers were forced to defer their purchases because of economic recession while
many existing owners upgraded to four-wheeled motor vehicles. The latter half of the 1980s and
the early 1990s have witnessed a strong recovery, as tae improved economic environment and
increaced disposable incomes have permitted a larger number of first-time buyers to enter the
market. The total volume of output, estimated at some 435,500 units in 1990. nevcrtheless remains
well below the industry’s installed capacity of more than one million units (see Table 111.73).

Table I11.73.  Produciien of motorcycles, 1970/71-1991/92, selected fiscal years
(Thousand units)

1970/71 1975/76 1980/81 1985/86 1988/89 1i989/90 1990/91 199:/92%

Motorcycles?’ 31.1  300.0 410.0 226.8 259.9  281.0  410.0 4355

Sources:  Govermment of Indonesia, Nota Keuangan dan Rancangan Anggaran Pendapatan dan Belanja Negara, vanous
1ssues, and Supplement of the President’s Report to Parliament, 15 August 1992,

a/ Preliminary.

b/ Inciudes 3-wheeled scooters/rickshaws.

As in the four-wheeled motor vehicle industry, the motorcycle industry has also been subjeet to
government protection and control. In particular, it has also been required to implement a phased
local-content programme, with a decree izsucd in 1983 stipulating that it must use entircly locally-
madc engines from 1987. Although this target has not been met, local components now account
for some 75 per cent of domestically produced motorcycles. The importation of motorcycle
engincs, cven in the form of CKD Kkits, ccased in 1989, and only sclecied engine parts not
manufacturcd Jocally have been imported since that time. Scooter engines are still imported in
CKD form, however, sincce the rclatively small volume of their sales does not justify the
establishment of a local manufacturing capaciiy.}””/

The production of bicycles and tricycle-rickshaws known as becaks has a long history in Indoncsia
dating back to the colonial period. Although precise statistics arc unavailable, these vehicles
represented the single most important means of personal transport throughout the country until
about thc 1970s, and rcmain very important in a number of provincial towns and rural arcas.
According to the latest available official data, the industry consists of 29 cnterpriscs located in
various parts of Indoncsia with a combincd annual production capacity of almost 3.1 million units.
Most of thesc manufacturers are comparatively small firms with individual capacitics of less than
10,000 units per ycar and producc traditional bicycles and becaks for local markets using domestic
components to low specifications (sce Table H1.74). This segment of the industry has cxpericnced
only modest growth in recent years, however, as a result of a growing shift in demand towards
motorcycles and increasing legislative curbs on becaks in major urban arcas, where they were
beginning to be regarded as a traffic hazard.
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Table I111.74. Regional distribution and production capacity of bicycle industry, 1992

Production capacity

Province Number of producers (Unit/year)
Jakarta 1 500,000
West Java 9 1,273,600
East Java 9 1,182,000
North Sumatra 9 102,000
South Sulawesi i 5.000
Total 29 3,062,600

Source:  *Condition and Prospects of Bicycle Industry in Indonesia™. Indonesian Commercial Newsletter. No. 114, 21
December 1992, Jakarta, Table 1. p. 11

Since the late 1980s, there has been a significant new development in the bicycle industry, involving
the emergence of a growing manufacturing capacity for sophisticated recreational bicycles. These
include racing bicycles, mountain and trekking bicycles, and bicycle motor cross (BMX) bicycles,
which are assembled mainly from imported components. Though at present still produced
predominantly for local use, these bicycles have also begun to penetrate export markets. with more
than 411,000 units having been shipped in 1991, The main external markets are the United States
and western Europe, although significant quantitics have also begun to be shipped to Saudi Arabia
and the United Arab Emirates in recent years (sce Table 111.75).%/

Table II1.75.  Production and exports of bicycles, 1986-1991
(Thousand units)

1986 1987 1988 1989 1850 1991
Production 1,364.9 1,400.0 1,450.7 1,494.1 1,608.4 1,873.8
Exports - 127.0 97.5 126.3 308.6 411.3

Sources:  “Indonesia’s Bicycle Production Up Steadily”. Indonesian Commercicl Newslenter, No. 91. 13 January 1992,
Jakanta, Tables 1 and 2, p. 50.
“Condition and Prospects of Bicycle Industry in Indonesia”, Indonesian Commercial Newsletier, No 114, 21
December 1992, Jakarta. Tables 3 and %, pp. 14 and 20.

Constraints and prospects

With cconomic growth expected to be sustained, and the resulting growth of income permitting
an incrcasing number of first-time buyers in particular 1o enter the markzt, the prospects for the
motorcycle industry remain favourable. The outlook is improved fu. her by the rapid pace of
infrastructural improvement, which is permitting the development of increasingly remotce rural
markcts. Though also likely to be uncompetitive in intcrnational markets, the industry has a
sufficicntly large potcntial domestic market to be able to cnjoy substantial further cxpansion for
many ycars to come.
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The bicycle industry, after several vears of stagnation caused by the weakening demand for
traditional bicycles and becaks. has been given a new lease of life as a result of ats shift towards
the production of recreational bicvcles. Since the manufacture of basic components. such as
frames, forks and handlcbars. is a relatively simple process for all but the most sophisticated of
bicvcles. and since the assembly of bicycle components also requires relatively little specialist
machinery or iechnical skill. the expansion of the industry faces no significant supply constraimnts.
Demand is also likely te continue to grow strongly both within Indonesia and overscas as
consumers become more health conscious.  Investment interest is responding strongly to this
favourable outlook, with five maior projects for the production of bicycles and bicycle components
having been approved by the Indonesian authorities in the first ten months of 1992.

SHIPBUILDING
Past trends

Traditional shipbuilding. involving the construction of wooden fishing and cargo vesscls as well as
river boats and ferries, has been practised in most parts of Indonesia since time immemorial.
Because of the diffuse and small-scale nature of much of this industry. however, its growth and
development is not monitored on a regular basis, either quantitatively or qualitatively. by any
official agency. While lack of information hampers analysis of this segment of the shipbuilding
industry, it nevertheless continues to play an important local, regional, and ¢ven national role in
gencrating emplovment and facilitating the movement of goods and people.

The more modern segment of the shipbuilding industry, tnvolving primarily the construction and
repair of stec! hulled vessels, has grown rapidly in recent years but remains relatively small.
According to data published in late 1992, this part of the industry comprises some 135 firms,
including shipvards involved in the construction and rcfurbishment of a variety of vessels, firms
providing auxiliary services for shipbuilders and offshore mining companics, and firms providing
other maritime services. The combined annual production capacity of the industry is estimated
at 130,000 dcad wceight tonnes (DWT).

The bulk of the industry consists of relatively small-scale enterprises not capable of building ships
with a capacity cxcceding 1000 gross registered tonnes (GRT). Only 20 of the exasting firms arc
able to build medium-sized vessels of 1,000-3.000 GRT, and only two are large-scale companices
with the ability to build vessels of up to 30,000 GRT. Thesc two firms, PT Dok & Perkapalan
Kaodjas Bahari and PT PAL Indoncsia, arc both State-owned, with the former based in Jakarta and
the latter in Surabaya. Of these, PT PAL Indonesia has historically been the more important with
PT Dok & Pcrkapalan Kodja Bahari only having been formed in December 1990 through the
merger of three relatively small shipyards, PT Dok & Perkapalan Tanjung Priok, PT Kodja and
PT Pelita Bahari.®"!

The Indoncsian shipbuilding industry recorded a patchy production performance in the mid-1980s
as a result of weakening demand in the domestic market and its inability at that time to compete
intcrnationally. It has begun to expand markedly in more recent years, however, partly as a result
of a recovery in domestic demand and partly duc 10 its success in winning a number of export
orders. The latest official data indicate a steady growth in domestically built shipping tonnage
from 17,400 GRT in 1988/89 to 36,300 GRT in 1991/91 (sce Table 111.76).

In an attempt 1o accelerate the development of the domestic shipbuilding industry, the government
launchcd an ambitious freighter ennstruction programme in the carly 1980s. This called for the
domcstic manufacture of a family of standardized cargo vessels of 1,000, 2,000 and 3,000 DWT

¢ United Nations Industnal Development Organization




176 irndustrial Branch Profiles

known as Caraka Jaya I, II and III, respectively. In order to ensure a market for these locally
designed freighters, domestic shipowners were prohibited from importing comparable vessels from
1984 onwards.

Table 111.76. Output of shipbuilding industry, 1975/76-1991/92, selected fiscal years

1975/76 1980/81 1985/86 1988/89 1989/90 1990/91 1991/92%/

Shipbuilding (Thousand GRT) 15.0 17.5 18.2 17.4 22.5 32.6 36.3
Ship repairs (Thousand GRT) - - 892.6 4,276.0 3,965.3 5,181.1 4,396.8
C fshore structures - - 30.3 7.4 4.2 15.8 13.4

(Thousand tornes)

Sources:  Government of Indonesia. Supplements to the President’s Reports to Parliament, 11 March 1978, 15 August
1981, 16 August 1988 and 15 August 1992

a/ Preliminary.

This attempt to promote the growth of the industry by coercion proved less than successful. The
shipyards chosen to handle the construction programme proved unable to meet their production
schedules, not least because stringent local content regulations imposed by the government
required them to rely heavily on domestic component suppliers, who themselves were unable to
provide the necessary inputs on time. In addition, local shipowners were reluctant to buy the few
Caraka Jaya freighters that were built because their price exceeded by a substantial margin thosc
of the second-hand imported vessels that they had traditionally procured. This reluctance was
compounded by the recessionary conditions prevailing in Indonesia during the mid-1980s, which
resulted in a significant weakening of the shipping industry’s profitability.

The government has responded to these weaknesses of the original Caraka Jaya programme by
liberalizing the regulations governing the shipping and shipbuilding industry. In order to help local
shipbuilders reduce their production costs, thc government has progressively cased the once
rigorous controls on imported inputs in a series of policy measures introduced since 1985.20%/
The prohibition on the purchase of foreign vesscls was also lifted in the late 1980s, providing the
domestic shipbuilding industry with a further impetus to improve its efficiency and international
competitiveness.

Thus, as a result the Caraka Jaya programmc is now being implemented in a much less rigid
manner. This has prompted Japan and Germany to provide finarcial and technical assistance for
the programme, much of which is being disbursed in the form of machinery and components. The
rate of production has consequently accclerated substantially. After only five Caraka Jaya vessels
had been built during the first stage of the projcct, which lasted until the end of 1990, the second
stage was launched in mid-1991, when five shipyards werc contracted to build a further 24 ships
of this kind. The latest available information suggests that the implementation of this phase of
the programme is proceeding well, and that all 24 ships will he delivercd by 1993-94. In the
meantime, the government has also announced that it will soon invite tenders for the third stage

of the pr%ramme, starting in July 1993 and calling for the construction of 32 Caraka Jaya
freighters.20Y/
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A particularlv important result of the measures introduced in recent years to cnbance the
shipbuilding industry’s efficicncy has been its ability to attract a steadily increasing flow of export
orders. The farst of these. for a 6.000 DWT trasler ship. was awarded in May 1990 by the swedish
shipping firm Rederi AB Gotland to the three firms subsequently merged into PT Dok &
Perkapalan Koja Bahari. Since then this and other Indonesian shipyards have received orders for
two tugboats cach from the Islamic Republic of Iran and Singapore. two tankers of 16,000 DWT
cach from another Swedish firm. United Tankers AB. three LPG tankers with a capacity of 5,200
cubic metres cach from Germany. a log carrier of 3.000 DWT from Japan and 35 CKD fishing
vessels from Mauritania*® According to recently assued official statisties, the value of
Indonesia’s ship exports increased from $5.4 million in 1989 to $57.4 million in 1990 and $95.4
million in 19012

Constraints and prospects

Although much has been done in the past few vears to improve the efficiency and competitivencess
of the Indonesian shipbuilding industry, it continues to suffer from a high degree of excess
capacity. Many of the 133 registered firms are reported to be inactive. and only about 30-60 per
cent of the industry’s estimated capacity of 130.000 DWT is actually in use under normal
arcumstances. Che sttuation is exacerbated by the tact that most of the operational shipvards have
a relatively small capacity. and are therefore prevented from building vessels of about 30.000
DWT. for which there is particularly high demand in both local and overseas markets.

The future development of the shipbuilding industry therefore depends both on the rationalization
and the expansion of its cxisting capacity. In particular, the capacity of individual shipvards needs
to be increased to enable them to accept orders for the larger vessels, which they are currently
unable to build. Some steps are already being taken in this direction, with both PT PAL Indonesia
and PT Dok & Perkapalan Koja Bahari currently in the process of acquiring substantially enlarged
docking facilitics >

The recent abandonment of a command-based attempt to develop the shipbuilding industry, and
its replacement by a policy aimed at creating the right framework for it to grow cfficiently in
response Lo market signals, has already reaped sabstantial benefits. This has been underlined by
the improved implementation of the Caraka Java freighier programme as well as the growth of
export orders since the beginning of the 199%0s. With recent changes in comparative advantage
having resulted in a signtficant shutdown of shipbuilding capacity in western Europe and North
America. and with the shipbuilding industrics of Japan and the Republic of Korea being
threatened by rising labour costs. the prospect for a further shift of global shipbuilding capacity
towards newly industrializing countrics remains favourable.

Indoncsia, with its ample supplics of comparatively well-cducated labour., is particularly well placed
to develop an essentially labour intensive industry such as shipbuilding.  In addition. its growing
technical sophistication provides it with a firm basis for the development of the wide range of
supporting industrics supplying all the necessary matcerial and technical inputs required by the
shipbuilding industry. With its own agcing merchant fleet in urgent need of replacement, finally,
Indoncsia also has a sufficiently large domestic market (o provide the industry with the necessary
cconomices of scale to reinforee its growing international comnetitivencss.
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AERONAUTICAL ENGINEERING
Past trends

Indonesia’s fledgling acronautical enginecring industry is based on the State-owned firm FT
Industri Pesawat Terbang Nusantara (PT IPTN). This firm, located in the cty of Bandung in
West Java, was founded in 1976 as PT Nurtanio. Over the vears it has entered into cooperation
agreements with several forcign acrospace companies tor the production of both fixed-wing atreratt
and helicopters (sec Table 111.77). In addition. it has been appointed as a component supplier by
a number of such firms. often as a result of oftset agreements signed in connection with the
purchase of civilian and military aircraft by the State-owned Indonesian atrlines and the Indoncesian
armed forces.

A particularly close relationship was struck up during the carly 19%0s between the thea PT
Nurtanio and the Spanish firm Construcciones Acronauticas SA. This resulted in the joint
development and production of two small passenger aircraft. the NC 212 and the ON 235 of which
the former is a twin-engine transporter capable of landing on unpaved strips and the latter a H-
scat commuter aircraft. IPTN has also produced or assembled a variety of helicopters under
licence from foreign companics. including the German firm Messerschmitt-Bolkow-Blohm (MBB).
the French firm Acrospatiale and Bell Helicopters of the United States. Since the late 1980s
IPTN has begun to develop a new SO seat aircraft. the N 250. This aircrafi. the first to be
designed, developed and produced exclusively by the Indonesian company. is expected to become
operational in 1994-95.

By 1991 IPTN had already manufactured or assembled some 220 aircraft. Most of these were sold
in the domestic market. where they were acquired cither by official agencies or by some of the
smaller air transport firms, who were obliged to buy them in preference to imported alternatives.
About 50 of these aircraft have been exported, however. mainly to neighbouring countrics such
as Thailand and Malaysia.zm'

Table 111.77.  Production of aircraft, 1975/76-1991/92, selected fiscal years

(Units)
1975/76 1980/81 1985/86 1988/89 1989/90 1990/91 1991/92%
Fixed-wing aircraft 2 12 8 5 1? 6 9
Helicopters - 1?2 ! 13 17 14 12

Sources:  Government of Indonesia. Nota Keuwangan dan Rancangan Anguaran Pendapatan dan Belangs Negara. vanous
ssues. and Supplement of the Preaideni’s Report to Parfument 15 August 102

a/ Preliminary.

Apart from the production of aircraft and components, Indonesia is developing an increasingly
sophisticated acronautical maintenance and servicing industry. IPTN has operated o universal
maintcnance centre since 1980, where it is authorized to carry out overhaul and maintenance work
on engines produced by five major international manufacturers. The State-owned internati snal
airline Garuda Indoncsia has also expanded #ts internal aircraft maintenance operations since 19690
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and used them as the basis for the formation of a new self-contained unit, Garuda Maintenance
Faality (GMF), which it hopes to develop into a major international aircraft service centre. To
facilitate the achievement of this goal the government has exempted most of the materials needed
for aircraft maintenance from import duties since August 1991.2%

Constraints and prospects

Despite the high degree of political patronage it has received since the mid-1970s, the Indoresian
aircraft industry remains relatively small and incfficient. With the government continuing to regard
its development as a strategic imperative. the industry will undoubtedly survive and record a steady
growth 1 the coming vears. At the same time, however. it is highly unlikely to attain major
intcrnational significance in the foresecable future, and will not even be able to cover Indonesia’s
own needs for a long time to come,

By contrast. the aircraft service and maintenance industry appears to have considerably brighter
prospects. With its large pool of relatively skilled and cheap labour, Indonesia is well placed to
cstablish itself in this industry. According to recently published estimates, for example, the cost
of aircraft maintcnance in 1991 amounted to $65 per hour in Switzerland, $35 per hour in
Singapore and $20-$30 per man-hour at the Garuda Maintenance Facility.zm /

ELECTRONICS AND ELECTRICAL APPLIANCES
The Resource Base

As with other enginecring indusrics, the main source of Indonesia’s comparative advantage in the
production of electrical and clectronic products does not lie in the availability of any specific
natural resources, but in its abundant supplics of low-cost labour and its equally impressive pool
of high school and university graduates with a sound technical education. This favourable human
resource cndowment has given it the capacity to assemble cheaply and efficiently a wide range of
clectrical products from imported components, and to develop these products further through own-
account innovation. As the volume and range of these products manufactured in Indonesia has
expanded. so local producers have become increasingly able to rely on cach other for inputs,
thereby reducing the country's dependence on imported materials.

Past trends

Although small volumes of some simple clectrical appliances were produced in Indonesia prior to
the 1970s, the industry has only gained significance sinee then. In common with most other
engincering industrics in Indoncsia, it began to be developed in the mid-1970s as a heavily
protected import-substituting industry bascd on the domestic assembly of CKD kits imported from
abroad. For the most part, this assembling activity was carricd out by joint-venture enlerprises
hetween local busincssmen and large forcign produccers such as Matsuskita, Sanyo, Sharp and
Sony. The bulk of the output was intended for the domestic market, in which these firms were
protected from external compctition through a varicty of import controls.

A major shift in official policy took place in 1990, when the government sought to shift the
orientation of the clectrical appliances industry towards external markets as part of its drive 1o
reduce Indonesia’s dependence on hydrocarbon exports. In a package of deregulatory reforms
introduced in May 1990, the government removed most restrictions on the import of forcign
componcents in an attempt to cnhance the competitiveness of domestically produced clectrical
products in overscas markets.  This has inspircd a large number of domestic and forcign
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Table 111.78. Production of electrical appliances and electric products, 1970/71-1991/92,
selected fisca! years (Thousand units, except as stated)

1976/71 1975/76 1980/81 1985/86 1988/80 1989/90 1990/31 1991792

Air conditioners - 23.0 73.5 53.2 67.2 /8.8 99.2 114.3
Refrigerators - 40.0 134.5 148.8 104.0 138.3 158.9 193.9
Light bulbs and tubes

221.2

(Million units) 5.5 21.5 33.8 86.0 107.9 137.8 171.7
Electric fans - - 490.2 992.0 664.1 824.7 923.6 1,011.3
Electric organs - - - - 17.1 18.5 19.7 22.1
Cameras - - - - 573.8 1,278.1 1,643.1 1,782.0
Car radios and

cassette players - - 616.5 353.0 464.8 536.9 692.5 1,467.4
Television sets 4.7 166.0 730.1 750.0 521.9 796.6 1,082.0 1,010.5

Radios. radio
cassettes 393.¢ 1,100.0 1,110.5 1,883.4 1,535.9 2,338.6 3,091.7 3,246.3
Amplifiers - - - 111.3 136.4 136.4 167.9 149.9
Tuners - - - 187.4 154.4 234.4 684.9 1,097.8
Loudspeakers - - - 1,875.0 18,240.0 22,800.0 48,700.0 54.198.0
Telephone exchanges
and PABX
(Thousana lines) - - 2.8 80.0 148.9 169.0 206.0 365.7
High fregquency-single
side band sets - - - 2.0 2.6 4.7 5.8 5.2
Telephone receivers - - - 112.0 115.9 68.7 223.0 581.1
Integrated circuits
(Million units) - - - 274.9 41.2 59.8 26.0 49.9

Sources: Government of Indonesia, Supplements to the President’s Reports to Parliament. 15 August 1974, 11 March
1978, 15 August 1981, 16 August 1988 and 15 August 1992

a/ Preliminary.
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cotreprencurs Lo invest in the export-oricnted manufacture of clectrical appliances, and prompted
a significant increase in production of most of these products (see Table 111.78).210/

This increase in production has been accompanied by a corresponding increase in exports. From
$102 million in 1988 the value of Indonesia’s exports of electrical and electronic products rose to
$286 million in 1990, and thence to an officially estimated $840 million in 1992, which exceeded
the value (zl; lc/ompom:nt umports. In 1993 the value of these exports is officially projected to exceed
$1 billion -

Coastraints and Prospects

Despite its recent growth, Indonesia’s electrical appliances and electronics industry is still very
much in its infancy. Its growth prospects are extremely favourable, however, especially now hat
it has been liberalized and re-oriented towards export markets. As a result of this development
it appears certain (o continue to attract ncw investments, especially from companies in Japan,
Republic of Korea and Taiwan Province, secking to relocate theis production to low-cost sites.
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4/
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6/

7/

8/

9/

10/

A comprehensive analysis of the economic impact of this shift is provided in Timmer, C.
Peter. “Choice of Technique in Rice Milling in Java™. Bulletin of Indonesian Econonic
Studies, Vol. IX. No. 2, July 1973, In introducing his discussion. Timmer notes that:
“In the past four years a technological revolution has swept across Java virtually unnoticed.
As recently as 1971 informed estimates assumed as much as 80 per cent of Java’s rice
crop was hand-pounded. both for subsistence consumption and local markctings. The
figurc now is certainly less than 50 per cent and may be as litdde as 10 per cent.”

An interesting comment on this article by William A. Collier ez al. and a replv by
Timmer arc published in Bulletin of Indonesian Economic Studies, Vol. X. No. 1, March
1974.

A comprchensive analysis of the rice industry is provided by Mears, Leon AL, The New
Rice Economy of Indonesia, Gadjah Mada University Press. Yogyakarta, 1981

Cengkawak. Suteja, “In Sago Business: Indoncsia Makes One Step. Malavsia Makes
Great Strides™, Business News, No. 5270, Jakarta, 12 June 1992,

The rapid growth of the instant noodle industry since the mid-1980s has been well
documented in several recent articles in the Jndonesian Commercial Newsletter. Jakarta:
“Salim Group Becomes More Dominant in Instant Noodle Industry”, (No. 67, 14 january
1991).

"Condition and Prospects of Instant Noodle Industry in Indonesia™, (No. 83,9 September
1991).

“Salim Group Dominates the Instant Noodle Industry”, (No. 97, 13 April 1992).

For a detailed study of the Indoncsian biscuit industry, sce Indonesian Commercial
Newsletter, No. 112, 23 November 1992, Jakarta.

"Salim Group Strengthens Its Food Industry”, Indonesian Commercial Newsletter, No. 72,
2§ March 1991.

"Food Canning Industry: Condition and Prospects”, Indonesian Commercial Newsletter, No.
66, 24 December 1990, Jakarta.

"Canned Fruit Industry Has Good Prospects of Growth™, Indonesian Commercial
Newsletter, No. 103, 13 July 1992, Jakarta.

"Food Canning Industry: Condition and Prospects”, Indonesian Commercial Newsletter,
No. 66, 24 Dccember 1990, Jakarta.

“Indoncsia Has The Potential To Be A Mushroom Supplicr”, Indonesian Commercial
Newsletter, No. 88, 25 November 1991, Jakarta.

"Though Soyabcan Imports Still Big. Nestié Will Sct Up Soyabean Milk Powder Plant”,
Indonesian Commercial Newsletter, No. 110, 26 Ociober 1992, Jakarta.

“Palm Oil Production in 1991 About 2,675,115 Tonncs’, Business News, No. 5245, 13 April
1992, Jakarta.
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11/

12/

13/

14/

16/

/

18/

19/

"Oil Palm Estates Expand by 11.3 Per Cent and Qil Palm Output Up by 128 Per Cent
Annually”, Business News, No. S101/5102, 8 May 1991, Jakarta.

For details of the controls introduced in 1979 s¢ the mis-titled article:

“Industrial Waste Water Processing Installation in Bandung to be Completed Nest Year”
in Business News, No. 5119/5121), pp. 4-5. 19 June 1991, Jakarta.

The impact of these measures, and the hikely benefits of their withdrawal, are discussed
in several articles published in Indoncsian businesses publications in mid-1W1. in
particular:

“Indonesia’s Palm Oil Losses {sic] Market Share Abroad™. Business News, INo. 51165117,
2 June 1991, Jakarta.

Suteja Cengkawak. “Palm oil Under Pakjun: Making Headway?", Business News, No. 5124,
28 Junc 1991, jakarta.

Suteja Cengkawak, “Palm oil: Pursuing The Prospect Through Pakjun™, Business News,
No. 5127, 5 July 1991, Jakarta.

"CPO Exports Expected to Increase Following Deregulation®, Indonesian Commercial
Newsletter. No. 82, 26 August 1991, Jakarta.

“Indonesia’s Palm Oil Losses [sic] Market Share Abroad™. Business News. No. 5116/5117,
12 June 191, Jakarta.

For details of international consumption patterns of CCO and CPO., sce respectively:
"Very Low Income for Coconut Growers Compared with Earnings from Other Crop
Culture™, Business News, No. 5103, 10 May 1991, Jakarta.

Sutja Cengkawak, "Palmoil Under Pakjun, Making Headway?", Business News, No. 5124,
28 Junc 1991, Jakarta.

"Strict. Competition on the Cooking  Oil Market”, Indonesian Commercial Newsletter.
Na. 95, 9 March 1992, Jakarta.

These threats to Indonesia’s palm oil exports became particularly acute in late 1987, when
the American Soyabean Association launched a campaign to have foods containing
tropical vegetable oils specially labelled owing 10 alleged health havards, and the exceutine
commission of the EC proposed the lewwing of a tax on vegetable and fish oils. In the
cvent, however, neither of these proposals were implemented.  For details sce the
Economist Intelligence Unit, Country Report: Indonesia. Nos. 4-1987 (p. 22) and 1- 195858
(p. 32).

Sutcja Cengkawak, "Palmoil: Pursuing the Prospect Through Pakjun™, Business News, No.
S127, S July 1991, Jakarta.

For historical developments of the Indonesian tea industry, sce Etherington, D. M., "The
Indonesian Tca Industry”, Bulletn of Indonesian Economic Studies, Vol. X, No. 2. July
1974.

According to estimates produced by PT Data Consult, and Indoncsian Business
Consultancy, Indoncsia’s domestic demand for cacao is likely t¢ increase from an
estimated 101,800 tonnes in 1992 10 179,100 tonncs in 1996, whilc cxport demand is
cxpected to increase from 146,100 tonngs to 215,700 tonnes during the same period. For
details sce "Condition and Prospects of Indoncsian Cacao Industry”, Indonesian
Commercial Newsletter, No. 107, 14 September 1992, Table 14, Jakarta.
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20/

21/

=2/

3/

24/

27/

2/

29/

For a historical survey of the Indonesian sugar industry and an analysis of its performance
to the mid-1960s see Mubvarto. “The Sugar Industry™. Bulletin of Indonesian Economic
Studies, Vol. V, No. 2, July 1969.

For a fuller discussion of the background to the introduction of this programme see
Mubyarto, “The Sugar Industry: From Estate to Smallholder Cane Production?”, Bulletin
of Indonesian Economic Studies, Vol. XL No. 2. July 1977.

For a comprehensive review of the current state of the Indonesian sugar industry sce:
-Devclopment of Sugar Industry”, Indonesian Commercial Newsletter, No. 110, 26 October
1992,

Mubyarto, “The Sugar Industry: From Estate to Smallholder Cane Production?”, Bulletin
of Indonesian Economic Studies. Yol. XIIL. No. 2, July 1977, Tablke 2. p. 31.

The growth of the confectionery industry is recorded in recent issucs of the Indonesian
Commercial Newsletter, Jakarta, sce in particular:

“Indonesia’s Confectioneries Gain Popularity In Export Market”. Ne. 71, 11 March 191
“Bright Prospects For Confection Business™, No. 98, 27 April 1992.

“Confectioncry Exports Increase Rapidly™. No. 114, 21 December 1992,

Setyawan, T. Harun, "The Role of Natural Rubber in Indoncsia”, Business \ews, No.
5142, 9 August 1991, Jakaria, Table 3.

Data for the mid-1980s show that Indoncsian smallhoidings achieved average viclds of 317
kg/ha, while Malaysian and Thai smallbolders achieved average viclds of 1,030 kg/ha and
545 kg/ha, respectively. For details sce Hobohm, Sarwar, “Natural Rubber: Prospects
for the 1990s", Special Report No. 2035, The Economist Intclligence Unit. May 1990,
London, Chapter 2.

For a fuller discussion of the Indonesian natural rubber industry sce “Natural Rubber in
Indonesia”, Rubber Trends, The Economist Intelligence Unit, No. 124, December 1989,
London.

For fuller surveys of the Indoncesian tyre industry sce:

“The Indoncsian Tyre Industry”, Rubber Trends. The Economist Intelligence Unit, No. 117,
March 1988, London.

"Condition and Prospects of Automotive Tire Industry”, Indonesian Commercial
Newsletter, No. 79, 8 July 1991, Jakarta.

"Condition and Prospects of Tirc Industry in Indoncsia, Indonesian Commercial Newsletter,
No. 104, 27 July 1992, Jakarta.

"Tyre Prices Increasc by § Per Cent as of 1 July 19927, Business News, No. 5273, 19 Junc
1992, Jakarta.

For morc dctails of the explosive growth of the Indoncsian sports sho~ industry sce
Indonesian Commercial Newslctter, Jakarta, various issucs:

"Skarp Increase in Production of Rubber/Canvas Shocs™, No. 68, 28 January 1M1,
"Prospccts of Rubber/Canvas Shocs Remain Bright”, No. 89, 9 December 1991.

“Shoes Likely to Become Onc of Indoncsia’s Leading Export Commoditics™, No. 97, 13
April 1992,.

“The Shoc Industry Still Attracting New/ Investors™, No. 112, 23 November 1992,
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A comprchensive review of the rubber gloves industry is given in “Despite Export
Increascs, The Industry of Rubber Gloves Reaches Saturation™. Indonesian Commercial
Newsletter, No. 92, 27 January 1992, Jakarta.

“Inefficiency in Rubber Processing Inflicts an Annaal Loss of Rp 230 Billion™, Indonesian
Commercial Newsletter, No. 85, 14 October 1991. Jakarta.

“Indonesia’s Natural Rubber Production Lower Than Thailand's™, Indonesian Commercial
Newsletter, No. 87, 11 November 1991, Jakarta.

Castles. Lance, “Cloves and Kretek™, Bullctin of Indonesian Economic Studies, No. 2.
September 1965.

"Acreage of Tobacco Plantations Will be Reduced Because Cigarctte Manufacturers®
Tobacco Purchases Decrease”, Indi:. ian Commercial Newsletter, No. 104, 27 July 1992,
Jakarta, Table 2, p. 57.

"Acrcage of Tobacco Plantations will he Reduced Becanse Cigarcttc Manufacturers®
Tobacco Purchaszs Decrcase™. Indonesiaw Commercial Newsleticr, No. 104, 27 July 1992,
Jakarta, Table 2, page 57.

For a discussion of this po:<itlily, see Cengkawak, Sutcja, "Lampung. the Prospective
Livestock Storchouse™, Business News, No. 5253, 8 May 1992, Jakarta.

Examples of twe such caterprises are given in “Imports of Beef Incrcase™ in Indonesian
Commercial Newsletter. No. 110, 26 October 1992, PT Tipperary Indonesia, has access
to about 1 million hectares of grazing land in Australia, from wherc it obtains a significan;
proportion of its cattle. which are {attencd in Lampung before being shipped for slaughter
to the company’s slaughterhouse in Jakarta. PT Timornusa Primatama, plans to cstablish
an integrated beef slaughtering operation in East Timor with an annual capacity of 7,200
tonkes of frozen meat for export.

Cengkawak. Sutcja, "Lampung, The Prospective Livestock Storchouse™, Busines. News,
No. 5255, 8 May 1992, Jakar:a.

In Indonesian Commercial Newsletter, a discussion of the principal issues relating to the
fishing technologies cmployed in Indonesia is in:

"Number of Forcign Fishing Vesscls Operating in Ingoncsian Waters Still High™, No. 86,
28 October 1991, Jakarta.

“Imports of Fishing Vesscls Continue to Decline”, No. 108, 28 Scptember 1992, Jakarta.

The development of the tuna fishing and processing industry is discussed in greater detail
in rccent articles in the Indonesian Commercial Newsletter, Jakana:

"Food Canning Industry: Condition and Prospects™, No. 66, 24 December 1990,
“Industry of Tuna and Cakalang (Skipjack) Still Attractive to Investors™, No. 80, 22 July
1991,

"Number of Forcign Fishing Vesscls Operating in Indonesian Waters Still High™, No. 86,
28 October 1991,

"Djajanti Group to Establish an Intcgrated Fishing Industry”, No. 89, 9 December 1991,
"Dolphin Issuc Hampers Tuna Exports to the United States”, No. 98, 27 April 1992,
"Market Prospects of Canned Fish Quite Good®, Mo. 101, 8 Junc 1992,

“Indoncsia’s Fish Exports Up Again”, No. 112, 23 November 1992
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For a fuller review of the shrimp industry, sce the following recent articles i the
Indonestan Commercial Newsletter, Jakarta:

“Role of Shrimps as an Export Commodity Declining”. No. 74. 29 April 1991

“Shrimps Still Attractive to Investors Despite Low Image™. No. 79,8 ulv 1M1

“Value of Shrimp Exports Up Steadily Despite Low Prices™. No. 9. 23 March 1902,
~Condition and Prospects of Indonesian Shrimp Industry™. No. 103, 13 July {1992

21 October 1992, Jakarta.

For a fuller discussion of the difficultics faced by Indonesia’s cotton industry. see:
Cengkawak, Suteja. "Cotton Self Sufficiency: Like an Endless Road™. Business News,
No. 5130, 12 July 1991, Jakarta.

"Forcign Expenditure for Cotton Procurement Continues to Increase™. Indonesian
Commercial Newsletter. No. 72, 25 March 1991, Jakarta.

“Local Cotten Not As Good As Imported Cotton™,  Indonesian Commercial Newsletter.
No. 106, 24 August 1992, Jakarta.

The syathetic fibre production will be discussed in greater detail in the chemical industry
section. Comprehensive recent trends in the synthetic fibre industry arc given in
Indonesian Commercial Newsletter, Jakarta. sce:

"Opportunity for Investment in Upstream Textile Industry Stll Attractive™ No. 93,9 March
1992

“Development of the Textile Fiber Industry in Indonesia™. No. 106, 24 August 1492,

Indonesian Natural Silk, Still at the Bottom of the World Silk Business™, Birsiness News,
No. 5209, 17 January 1992, Jakarta.

Palmer, Ingrid. & Castles, Lance, "The Textile Industry™, Bulletin of Indonesian Economnic
Studies, No. 2, September 1963, Tables 1 and 3, pages 35 and 37.

Bouchcric, W.. "The Textile Industry”, Bulletin of Indonesian Economic Studies, Vol. V,
No. 3. November 1969.

For an comprchensive analysis of the development of the Indonesian textile industry
during the "New Order” period, sez Hill, Hal, “The Emperor's Clothes Can Now Be Made
In Indoncsia”, Bulletin of Indonesian Economic Studies, Vol. 27, No. 3, December 1991
A contemporary analysis of the implications of this shift from manual to mechanized
weaving process, see Hill, Hal, “The Economics of Recent Changes n the Weaving
Industry”. Bulletin of Indonesian Economic Studies. Vol. XVI, No. 2, July 1950,

An interesting sclection of case studics of the interplay between government policy makers
and private industrialists in determining the development of the industry is presented in
Wibisono, Makarim, "The Politics of Indoncsian Textile Policy:  The Interests of
Government Agencics and the Private Scctor”, Bullenn of indonesian Economic Studies,
Vol. 25, No. 1, April 1989,

The outpw of the garments industry were fiest officially recorded in the 1978/79 fiscal
ycar, when it amounted to 14.4 million dosen. Sce Supplement fo the President’s Report
to Parliament, 16 August 1980, page 422
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These data are denived from:

Boucherie, W., "The Textile Industry”, Bulletin of Indonesian Economic Swdies. Vol V.,
No. 3, November 1969, p.48.

"Development and Prospects of Spinning Industry in Indonesia”, Indonesian Commencial
Newsletter, No. 75, 15 May 1991, Jakarta, p. 8.

dill. Hal. "The Emperor's Clothes Can Now be Made in Indonesia™. Bulletin of
Indonestan Economic Studies, Vol. 27. No. 3. Dccember 1991, pp. 9192, In discuss:ng
the virtual disappearance of handlooms from the commercial textile industry, Hill notes
further that “the cxplanation for their demisc is straightforward: even at very low wage
levels, the productivity gap between hand and mechanised techniques is so large that the
former are unable to compete™.

"Investor Interest in Textile Industry Quite High™, Indonesian Commercial Newsletter, No.
102, 22 Junc 1992, Jakarta, Table 2.

“Investor Interest in Textile Industry Quite High™, Indonesian Commercial Newsleuer,
No. 102, 22 Junc 1992.

Details of the restrictions imposed on Indonesian textile exports are presented in Business
News, Jakarta:

“Indonesia’s Exports of Textile/Textile Products to United States”, No. 5062/5063, 30
January 1991.

“Indonesia’s Textile Expor’s to Quota Countrics in Europe”, No. 3070, 15 February 1991,
Jakarta.

For dctails of these regulations sce Indonesian Commercial Newsletter, Jakarta:
"Development and Prospects of Indonesia’s Garment Industry”, No. 63, 12 November
1990, pp. 21-23,

"Returns of Textile and Textile Product Export Allocations to be Prohibited”, No. 108,
28 Septrmber 1992, Jakarta.

"A Bright Prospect for Textile Products & Sports Shoes Exports™,  Businiess News.  No.
5181, 8 November 1991, Jakarta, Table 2, p. 2.

"Devclopment and Prospects of Spinning Industry in Indonesia”, Indonesian Commercial
Newsletter, No. 75, 13 May 1991, Jakarta.

"Development and Prospects of Spinning Industry in Indoncsia”, Indonesian Commercial
Newsletter No. 75, 13 May 1991, Jakarta.

“Investor Interest in Textile Industry Quite High™, Indonesian Commercial Newsletter,
No. 102, 22 Junc 1992, Jakana.

An anonymous Jakarta-based stockbroker cited by the Economist has described some
textile companics as a "linderbox” of potential labour problems. Sce “Indonesia’s Ripping
Yam", the Economist 9 January 1992, p. o4,

For more dctailed accounts of the explosive growth of the Indoncsian shoe industry arc
preseated in Indonesian Commercial Newsletter, Jakarta, sce:

"Sharp Incrcase In Production of Rubber/Canvas Shocs”, No. 68, 28 January 1991,
"The Value of Exports of Leather Shocs Exceeds $100 Million™, No. 76, 27 May 1991,
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“Exports of Leather Shoes Boost Imports of Raw Material”, No. 82, 26 August 1991.
“Prospects of Rubber/Canvas Shoes Remain Bright™. No. 89. 9 Deccmber 1991
“Shoes Likely to Become One of Indonesia’s Leading Export Commodities™. Ne. 97.
13 Apnl 1992,
“The Shoe Industry Still Attracting New Investors™, No. 112, 23 November 1992.
“A Bright Prospect for Textile Products & >ports Shoes Exports™. No. 5181, 8 November
1991.

61/ “Shoes Likely to Become One of Indoncsia’s Leading Export Commoditics™. Indonesian
Commercial Newsletter, No. 97, 13 April 1992, Jakarta. p. 9.

62/ “Leather & Footwear 92 in Kemayoran Jakarta Fair Ground™. Business News, No. 5319,
9 October 1992,

63/ "Exports of Leather Shocs Boost Imports of Raw Material”, Indonesian Commercial
Newslerter, No. 82, 26 August 1991, Jakarta, Table 5 and 6. p. 37.

64/ “Shocs Likely to Become One of Indonesia’s Leading Export Commoditics”, Indonesian
Commercial Newsletter, No. 97, 13 April 1992, Jakarta, Tables 5 and 6. pp. 14-15.

65/ For details of import regulations for Indonesian shoes to the United States and the EC
sce Business News, Jakarta:
"A Bright Prospect for Textile Products & Sports Shoes Exports™. No. 5181, 8 November
1991.
"Export Quota of Shocs to EEC for 1992 Increased by 5 per cent”, No. 5216/5217,
5 February 1992.

66/ National Devclopment Information Office. “Indonesia Source Book 19927 Jakarta. 1992,
p. 98.

67/ “Opening of Timber Estates Reaches 326,000 Ha™, Business News, No. 5215, 31 January
1992.

68/ "Creation of Timber Estates This Year Projected at 65,000 Ha™, Business News, No, 5279,
3 July 1992.

69/ Manning, Chris, "The Timber Boom - With Special Reference to East Kalimantan'
Bulletin of Indonesian Economic Studies, Vol. VII, No. 3. November 1971, Table 0. p. 39,
A contcmporary analyscs of the carly growth of the timber industry, sec:
Palmer, ingrid, “The Indoncsian Economy Since 1965 - A Casc Study of Political
Economy”, Frank Cass, London & Ottawa NJ, 1978, pp. 120-126.
Ruzicka, L., "Rent Appropriatior In Indoncsian Logging:  East Kalimantan 197273
1976/T", Bulletin of Indonesian Economic Studies, Vol. XV, No. 2, July 1979

70/ Kochler, K. G., "Wood Proccssing in East Kalimantan: A Case Study of Industrialisation
and Forcign Investment in Indonesia”, Bulletin of Indonesian Economic Studies, Vol. VIIL
No. 3, November 1972,

7/ Business News, Jakarta:

"Editorial - The Export of Logs, ctc.”, No. 5267, 5 Junc 1992
"Tradc Minister Lifts Ban on Exports of Timber, Rattan and Leather”, No. S271/5272. 17
Junc 1992
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75/
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77/

78/
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Koehler, K. G., "Wood Processing in East Kalimantan: A Case Study of Industrialisation
and Foreign Investment in Indonesia”, Bulletin of Indonesian Economic Studies, Vol. V1IL,
No. 3, November 1972, p. 99.

"Production of Upstream Industry in Forestry Sector 16.36 M Cu. M.". Business News.
No. 5122/5123; 26 June 1991, Jakarta.

Koehler, K. (;., "Wood Processing in East Kalimantan: A Case Study of Industrialisation
and Fereign Investment in Indonesia™, Bulletin of Indonesian Economic Studies, Vol. VIIL,
No. 3, November 1972, p. 100. Koehler points out, however, that three additional mills
existed but were not operational due to management problems and supply bottlenecks.

"Plvwood Industry Approaching Culmination Point”, Indonesiar. Commercial Newsletter,
No. 92. 27 January 1992,

Indonesian Commercial Newsletter, Jakarta:

"The Industry of Particle Boards Begins to Develop™, No. 65. 10 December 1990,
"Export Value of Several Processed Wood Products Increased™. No. 72, 28 March 1991,
"Dayak Besar Group Planned the Development of Particle Board Project of Rp 264
Billion™, No. 76, 27 May 1991.

“The Valuc of Exports of Indonesia’s Processed Wood Reached $ 514.7 Million in 19907,
No. 79, 8 July 1991.

“Interest in Investing in the Woodworking Industry High Despite Declining Exports™.
No. 88, 25 November 1991,

"Exports of Doors and Windows Up Rapidly”. No. 90, 23 December 1991.

"Forest Products Remain Major Export Commodities™, No. 91, 13 January 1992,

Business News, Jakarta:

"Indonesia’s Exports of Wooden Doors and Windows Keep ( srowing”, No. 5110/5111, 29
May 1991.

"Wood Exported in Finished Products to Aveid Prevention of Export Tax", No. 523175232,
11 March 1992,

"Exports of Window and Door Frames and Pancels™, No. 5261, 22 May 1992,

Indonesian Commercial Newsletter, Jakarta:

"Rattan Furniturc the Star of Export Finished Rattan Products”, No. 63, 26 November
199).

"Exports of Rattan Furniturc Increasc™, No. 84, 23 Scptember 1991,

"Rattan Furniture the Only Prime Export Commodity from the Industry of Finished
Rattan Products”, No. 98, 27 April 1992,

"Revocation of the Ban on Unprocessed-Rattan Exports Docs Not Boost Exports”,
No 102, 22 Junc 1992,

For details sce the "Yokohama Forestry Declaration” issucd by the Intemational Tropical
Timber Organization at the end of its Conference of 23-26 July 1991 in Yokohama.

The problems and prospects of the timher estate development programme arc discussed
in considerable detail in several recent issues of the Business News, Jakarta. Scc in
particular:

"FAQ's Suggestion for Development of Timber Estates”, No. 5140/5141, 7 August 1991,
"Busincssmen Less Intcrested in Making Investment in Timber Estates”, No, 5149/5150,
28 August 1991,
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80/

81/

82/

83/

84/
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86/

87/

48/

89/

"Scarcity of Land Hampers Development of Timber Estates™, No. 5tol. 20 September
1991.

"Opening of Timber Estates Reaches 30.000 Ha™. No. 3215, 31 January 1992,

“Inhutani Assigned to Develop Timber Estates in Cooperation with 100 Private Firms”,
No. 5237/5238, 25 March 1992.

“Forestry Ministry Receives Applications for Operation of 291 Units of Timber Estates™,
No. 5285, 7 July 1992.

In general terms. these articles suggest that private sector investment i timber estates
was initially hampered by a variety of constraints. These included shortages of suitable
land, labour and plant seedlings. as well as the high cost of establishing such estates.
which has been estimated by the Food and Agriculture Organization of the United
Nations (FAQ) at $600-1,000 per hectare. Investment interest increased during the course
of 1992, however. resulting in the announcements by the Minister for Forestry cited in the
main text.

“Shortage of Log for Wood-Processing Industry Increasingly Alarming™. Indonesian
Commercial Newsletter. No. 114, 21 December 1992, Jakarta.

According to a recent survey of the plywood industry. the emerging domestic log shortage
has already prompled some plywood manufacturers to import timber from neighbouring
countries.  See "Plywood Industry Approaching Culmination Point”, Indonesian
Commercial Newsletter, No. 92, 27 Januasry 1992, Jakarta, in j articular pp. 25-25.

Business News, Jakarta:

~Kivoshi Mazaki: Unfair if Japan Prevents Indonesian Plywood from Entening its Market”,
No. 5130, 12 July 1991.

"House Commission VIl Calls on Japan Not to Discriminate Indonesian Plvwood”,
No. 5131/5132, 17 July 1991.

For a dctailed analysis of this issuc sce Parthama, Ida-Bagus P.. and Vincent, Jeffrey R,
"United States Demand for Indoncsian Plywood™, Bulletin of Indonesian Economic Studics.
Vol. 28, No. 1, April 1992

“Shortage of Logs for Wood-Processing Industry Increasingly Alarming”, Indonesian
Commercial Newsletter, ™vo. 113, 21 December 1992, Jakarta, Table 2. p. $0.

"Forestry Ministry Receives Applications for Operation of 291 Units of Timber Estates”,
Business News, No. 5285, Jakarta, 17 July 1992,

Kochler, K. 5., "Wood Processing in East Kalimantan: A Case Study of Indusirialisation
and Forcign Investment in Indoncsia™, Bulletin of Indonesian Economic Studies. Vol V1L,
No. 3, November 1972, Jakarta, p. 102.

The Economist Inteiligence Unit, "Country Repon: Indonesia”, No. 3, 1987, p. 25,
The Economist Intelligence Unit, “Couniry Repont: Indonesia”. No. 1, 1989, pp. 21-22.
The Economist Intclligence Unit, "Couniry Repont: Indonesia”™, No. 4, 1989, p. 18,

Tire Economist Intelligence Unit, "Country Repont: Indonesia”, No. 1, 19, page 27.
For details of the expansion of the pulp and paper industry in recent years, sec Indonesian

Commecrcial Newsletter, Jakarta:
"Another Plywood  Producer Invests in the Pulp Business”, No. 65, 10 December 1990,
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90/
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92/

93/
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97/

98/
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"PT Surya Raya to Build an Integrated Pulp Industry”, No. 68, 28 January 1991.
"Several Industrial Pulp Projects to be Realised in the Near Future”, No. 73, 8 April 1991.
“Four State-Owned Paper Factories Looking for Private Investors”, No. 94, 24 February
1992,

"PT Sumatera Sinar Plvwood Expands to Pulp Industry With an Investment of Rp 1.3
Trillion™. No. 102. 22 June 1992.

"Condition and Prospects of Indonesian Pulp Industry™. No. 103, 28 September 1992,

“Junior Minister of Industry: Production Capacity of Pulp and Paper Industry 4 Million
Tonnes™. Business News, No. 5236, 20 March 1992, Jakarta.

The growth of the newsprint industry has attracted particularly extensive comment in the
Indoncsian business press in recent years.

Indonesian Commercial Newsletter. Jakarta:

"Demand for Newsprint Increases by 15.4 Per Cent™. No. 70, 25 February 1991,
"Demand of the Press Industry for Newsprint Will Keep Increasing™. No. 75, 13 May 1991,
"Newsprint Import Duty Up to 25 Per Cent™. No. 36, 28 October 1991,

"Newsprint Consumption by the Press Industry Down: Newsprint Imports Up™. No. 97.
13 April 1992.

“Indonesia’s Newsprint Consumption Down™, No. 104, 27 July 1992,

"Import Surcharge on Newsprint Rises to 20 Per Cent”, No. 111, 9 November 1992,

"Newsprint Exports Up, Imports Down®. Business News, No. 5131/5132, 17 July 1991,
Jakarta.

Indonesian Commercial Newsletter, Jakarta:
"Pulp and Paper Exports Up Significantly”, No. 8, 25 Novemher 1991,
"Pulp and Paper to Become Major Export Commodities™, No. 107, 14 September 1992

"Pulp and Paper Exports in First Semester Worth $184.6 Million™, Business News, No.
5298, 19 August 1992, Jakarta.

“Junior Minister of Industry: Production Capacity of Pulp and Paper Industry 4 Million
Tonncs", Business News, No. 5236, 20 March 1992, Jakarta.

"Condition and Prospects of Indonesian Pulp Industry™, Indonesian Commercial Newsletter,
No. 108, 28 Scptember 1992, Jakarta, Table 3, p. 12.

This information, and much of the following text on Indonesia’s oil and gas industry draws
hcavily on the 1991 Petrolcum Report on Indoncsia issucd by the United States Embassy
in Jakarta (Embassy of the United States of America, The 1991 Petroleum Repont -
Indonesia, Jakarta, July 1991).

apge . F— egae . 3
Trillion is dcfined here as a million millions, i.c. 10'2,

The Economist Intelligence Unit, "Country Repont: Indonesia”, No. 2, 1992, pp. 30-31, and
"Country Repont: Indonesia’, No. 3, 1992, p. 27.

The Economist Intelligence Unit, "Country Repon: Indonesia”, No. 4, 1992, p. 22.

Lindblad, J. Thomas, "The Petzolcum Industry in Indoncsia Before the Sccond World
War”, Bulletin of Indonesian Economic Studies, Vol. 25. No. 2. August 1989, Canberra.
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Tte Economist Intelligence Unit, "Country Profile - Indonesia. 1992-93", 1991, pp. 40-41.

Business News, Jakarta:

“Rising Domestic Demand for Fuel Oil Challenge to Pertamina’. No. 5035/3036, 23
November 1990.

"Editorial: The Consumption of BBM", No. 5046, 21 December 1990.

*Target of Fuel Oil", No. 5064, 1 February 1991.

"Government Increases Prices of Fuel Oils and Tariff of Electricity”, No. 5130, 12 July
1991.

"Diesel Oil Imports Increasing Because of Limited Local Production™. No. 5234/5235, 18
March 1992.

"Editorial II: Diesel Oil Consumption Becomes a Problem”, No. 5237/5238, 25 March
1992.

"Construction of More Oil Refineries Required”, Business News, No. 5248/5249, 22 April
1992, Jakarta.

"New Refinery Projects” in Embassy of the United States of America, "The 199!
Petroleurn Repon: Indonesia”, July 1991, Jakarta, pp. 34-38.

"Future Production Less Certain” in Embassy of the United States of America, "The 71997
Petroleum Repon: Indonesia”, July 1991, Jakarta, pp. 19-21.

"The Fate of Indonesia’s Oil up to the Year 2000, Indonesian Commercial Newsletter, No.
86, 28 October 1991, Jakarta.

"Threce Pertamina Mega Projects Rescheduled”, Indonesian Commercial Newsletter,
No. 86, 28 October 1991, Jakarta.
The Economist Intelligence Unit, "Country Repon: Indonesia’, No. 1. 1992, page 22.

"Pertamina Sells ARH Gas to Fertilizer and Power Generating Plants®, Business News,
No. 5270, 12 June 1992, Jakarta.

The Economist Intelligence Unit, "Countrv Repon: Indonesia”, No. 2, 1992, p. 30.
The Economist Intelligence Unit, "Country Repont: Indonesia’, No. 4, 1992, p. 22.
Goldstein, Carl, "Ficlds of Fortune™, Far Eastern Economic Review, 24-31 December 1992,

The Economist Intelligence Unit, "Country Repont: Indonesia’. No. 2, 1992, pp. 30-31 and
"Country Repont: Indonesia”, No. 3, 1992, p. 27,

"Three Pertamina Mcga Projzcts Rescheduled”, Indonesian Commercial Newsletter, No.
86, 28 October 1991, Jakarta.

Johnson, Mark, "Oil I: Recent Developments”, Bulictin of Indonesian Economic Studics,
Vol. XII, No. 3, November 1977. The polypropylene plant was cstablished in 1974, As
noted earlier, the Plaju refincry was latcr combined with the ncarby Sungai Gerong
refinery to form he large Musi refinery complex.

Hcaley, Derek T., "Survey of Recent Developments”, Bulletin of Indonesian Economic
Studies, Volume XVII, No. 1, March 1981, pp. 30-32.

Arndt, Heinz W., "Survey of Recent Devclopments®, Bulletin of Indonesian Economic
Studies, Vol. XIX, No. 2, August 1983, pp. 8-9.
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113/ The Economist Intelligence Unit, "Country Repont: Indonesia”, No. 3, 1988, p. 22.

114/ A analytical survey of these developments is presented in the various issues of the Country
Report on Indonesia published quarterly by the Economist Intelligence Unit.

115/ “President to Inaugurate Paraxylene Plant in Cilicap”. Business News, No. 5037, 30
November 1990, Jakarta.
"Paraxvlene Plant Starts to be Operational”, Indonesian Commercial Newsletter, No. 65,
10 December 1990, Jakarta.

116/  Indonesian Commercial Newsletter, Jakarta:
"PT Indorama’s Polvester Plant Starts Operations”, No. 89, 9 December 1991.
"Second Polypropylene Factory to Start Operations™, No. 99, 11 May 1992,

117/ Indonesian Commercia! Newsletter, Jakarta:
"Domestic Market for PVC Pipes Improving, Investors Interested”, No. 68, 28 January
1991.
"Major Business Groups Further Diversifying to the PVC Pipe Industry”, No. 79, 8 July
1991.
"Condition and Prospects of PVC Pipe Industry in Indonesia”, No. 80, 22 July 1991.
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118,  Indonesian Commercial Newsletter, Jakarta:
"Grater {sic] Interest in Investing in Plastic Industry”, No. 66, 23 December 1990,
"Plastic Bag Exports Increase Rapidly”, No. 80, 22 July 1991 |
"Receipts from Exports of Plastic Bags from Indonesia Continue to Increase”, No. 83, 9 |
Scptember 1991. |
“Investor interest in the Industry of Plastic Bags Still High", No. 99, 11 May 1992. |

119/ "Polyurethanc Import Tends to Drop’, Indonesian Commercial Newsletter, Nov. 65, 10
December 1990, Jakarta.

120/ Indonesian Commercial Newsletter, Jakarta:
"Capacity of PT Trias Scntosa’s OPP Plant Enlarged in the Midst of Increasingly Tougher
Compcetition”, No. 79, 8 July 1991,
"Condition and Prospects of OPP (Oriented Polypropylene) Film Industry in Indonesia’.
No. 82, 26 August 1991,

121/ “Industry of Raw Matcrial for PET Bottles to be Built Soon”, Indonesian Commercial
Newsletter, No. 73, 8 April 1991, Jakarta.

122/ Indonesian Commercial Newsletter, Jakarta:
"High Utilization of Plywood Glue Production Capacitics Encourages New Investments”,
No. 81, 12 August 1991.
"PT Phenol Swadaya Incorporation to Set Up a Plywood Adhesive Factory”, No. 106, 24
August 1992,

123/ "Three Mcega Projects Rescheduled”, Indonesian Commercial Newsletter, No. 86, 28
October 1991, Jakarta.

124/ "Humpuss Group Takes Part in Pcrtamina’s Petrochemical Project”, Indonesian
Commercial Newsletter, No. 63, 12 November 1990, Jakarta.
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125/  Indonesian Commercial Newsletter, Jakarta:
“The Olefin Center Project Will Obtain PMA Status™, No. 9. 23 December 191
“Uncertainties Mark Indonesia’s Hope to Own Aromatic and Olefin Centers™. No. 96, 23
March 1992.
“Chandra Asri's Olefin Project to be Continued™, No. 98, 27 April 1992
"Chandra Asri Becomes a 1005 PMA Company™. No. 106, 24 August 1992.
Far Eastern Economic Review:
Goldstcin, Carl, "Flexible as Plastic: Big Indonesian Project Avoids Mothballs™, 7 January
1993.

126/  Proposed investments in the petrochemical industry during the past few vears have been
covered in considerable detail in the Indonesian business press.
Business News, Jakarta:
"Pert:.mina, Humpuss and Japanese Investors Set Up PT PTA™. No. 5025, 2 November
1990.
"Construction of PP and PE Plants in Scrang”, No. 5080/5081, 13 March 1991.
"Indonesia Expected to Begin Producing Soda Ash and Ammonium Chloride in 1994,
No. 5085, 22 March 1991.
Indonesian Commercial Newsletter, Jakarta:
"Asahimas Subentra to Expand its Plant with an Investment of $52.6 Million™ No. 70, 25
February 1991.
"Salim Group Cooperates With Amoco Chemical to Build a PTA Plant”, No. 71. 11
March 1991.
"PT Pusaka Warna to Build Polypropvlene Factory”, No. 72, 25 March 1991
"Soda Ash Plant to be Built Soon to Provide Import Substitute™, No. 74, 29 April 191
"Golden Key Group Re-Consolidates its Position in the Petrochemical Industry”, No. 75,
13 May 1991.
"PT Trisaka Chlor to Build a Caustic Soda Plant in East Java™, No. 80, 22 July 1¥91.
"Salim Group to Build Another Petrochemical Plant”, No. 81, 12 August 1991.
"Construction of a Private-run PTA Plant Starts”, No. 84, 23 September 1991,
"PT Petrokimia NI to Speed Up the Construction of its Polycthylene Plant”, No. 86, 238
October 1991.
"PT Asahimas Subentra Chemical to Double its PYC Production Capacity”, No. 87, 11
November 1991.
"PT Pacific Indomas Plastics Indoncsia to Establish a Polystyrene Plant”, No. 88, 25
November 1991.
"Humpuss Group Again Strengthens its Position in the Mcthanol Industry”, No. 98, 27
April 1992,
"Hashim Djojohadikusumo to Develop a $230 Million Polypropylene Project”, No. 100,
25 May 1992.
"Development of the Methanol Industry in Indoncsia®, No. 102, 22 June 1992,
"Pintu Mas Mulia Sets Up Joint Venture in Acrylic Resin Plant”, No. 110, 26 October
1992,

127/  Indonesian Commercial Newsletter, Jakarta:

"Salim Group Re-schedules its Downstream Petrochemical Project”, No. 83, 9 Scptember
1991.

"Not All Mcthanol Projects Will be Implemented in the Ncar Future”, No. 93, 10
February 1992.

© United Nations Industrial Developmen: Orgamization
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130/

131/

132/

133/

134/

135/

136/

137/

138/

139/

"Plastic Pipc Manufacturing Still Attractive to Investors™, Indoncsian Commercial
Newsletter. No. 111, 9 November 1992, Jakarta.

“Investor Interest in the Industry of Plastic Bags Still High™. Indonesian Commercial
Newsletter, No. 99. 11 May 1992, Jakarta.

PT Phenol Swadaya Incorporation to Set Up a Plywood Adhesive Factory™. Indonesian
Commercial Newsletter. No. 1060, 24 August 1992, Jakarta.

For details of the growth and development of the Indonesian inorganic fertilizer industry.
see:

"Fertilizer Production in 1990 Exceeds Targel”. Indonesian Commercial Newsletter, No. 67,
14 January 1991, Jakarta.

"Development and Prospects of Fertilizer Industry in Indonesia™, Indonesian Commercial
Newsletter, No. 73, 8 April 1991, Jakarta.

“Fertilizer Production Decreased in 1991 Due to Prolonged Dryv Scason™, Indonesian
Commercial Newsletter, No. 92, 27 January 1992, Jakaria.

"Actual Distribution of Fertilizers Decreasces™, Indonesian Commercial Newsletter. No. 107,
14 September 1992, Jakarta.

"Fertilizer Industry in Indonesia Continues to be Dominated by Urca™, Indonesian
Commercial Newsletter, No. 116, 25 January 1993, Jakarta.

“Fertihzer Production Decreased in 1991 Due to Prolonged Dry Scason™, Indonesian
Commercial Newsletter, No. 92, 27 January 1992, Jakarta.

"Actual Distribution of Fertilizers Decreases”, Indonesian Commercial Newsletter, No. 107,
14 September 1992, Jakarta.

"Development and Prospects of Fertilizer Industry in Indonesia™, Indonesian Commercial
Newsletter, No. 73, 8 April 1991, Jakarta, cspecially pp. 8-9.

“Investors Interested in the Industry of Organic Fertilizers”, Indonesian Commercial
Newsletter, No. 78, 24 Junc 1991, Jakarta.

"World Bank’s Financial Assistance for the Restructuring of Fertilizer Plants”, Indonesian
Commercial Newsletter, No. 64, 26 November 1990, Jakarta.

"Investors Interested in Industry of Organic Fertilizers™, Indonesian Commercial Newsletter,
No. 78, 24 Junc 1991, Jakarta.

The Economist Intelligence Unit, "Country Repont: Indonesia’, No. 1, 1987, p. 22, and

Hobohm, Sarwar O. H., "Survcy of Recent Developments”, Bulletin of Indonesian
Economic Studies, Vol. 23, No. 2, August 1987, p. 25.

"Pesticide Production Continues to Decline”, Indonesian Commercial Newsletter, No. 82,
26 August 1991, Jakarta.

"Pesticide Production Up”, Indonesian Commercial Newsletter, No. 94, 23 Fcbruary 1992,
Jakarta,

“Investor Interest in Cement Industry Up Amidst Oversupply”, Indonesian Commercial
Newsletter, No. 104, 27 July 1992, Jakarta.

"Coal Consumption by the Cement Industry Up Steadily”, Indonesian Commercial
Newsletter, No. 95, 9 March 1992, Jakarta.
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140/  Indonesian Commercial Newsletter, Jakarta. for more comprehensive information sec:
“Indonesian Cement Industry: Its Condition and Prospects”, No. 68, 28 January 1991.
“Supply of Cement in the Domestic Market Exceeds Demand”, No. 78, 24 June 1991,
“Condition and Prospects of Cement Industry™, No. 103. 10 August 1992.

141/  Indonesian Commercial Newsletter, Jakarta:
*Coal Consumption of Cement Industry Estimated to Risc Sharply’, No. 94, 24 February
1992.
"Coal Consumption by the Cement Industry Up Steadily”, No. 95, 9 March 1992.

142/  indonesian Commercial Newsletter, Jakarta:
"More and More Investors Attracted to Cement Industry™. No. 76, 27 Mayv 1991.
*Bumi Raya Group o Expand to the Industry of Cement”, No. 93. 10 February 1992.
"Cement Industry Still Attractive to Investors™, No. 97, 13 Apnl 1992.
“Investor Interest in Cement Industry Up Amidst Oversupply”, No. 104, 27 July 1992.
"Condition and Prospects of Cement Industry”, No. 105. 10 August 1992
"PT Maharani Agra Cement”, Business News, No. 5246, 15 April 1992.

143/  "PT Semen Padang Will Restructure 2 of its Production Units”, Indonesian Commercial
Newsletter, No. 72, 25 March 1991, Jakarta.
“Condition and Prospects of Cement Industry”, Indonesian Commercial Newsletter, No.
105, 10 August 1992, Jakarta.

144/ "Salim Group Still Intcrested in Setting Up a Cement Plant in Madura". Indonesian
Commercial Newsletter, No. 82, 26 August 1991, Jakarta.

145/  "Adequate Supply of Raw Materials™ in "Condition and Prospects of Ceramic Industry in
Indonesia”, Indonesian Commercial Newsletier, No. 74, 29 April 1991, p. 11.

146/ "Company Profile: PT Serinco Djaya Marmer Industrics”, Indonesian Commercial
Newsletter, No. 74, 29 April 1991, Jakarta.

147/  “Interest in Investing in the Industry of Ceramic Building Matcrials Still High”, Indonesian
Commercial Newsletter, No. 83, 9 Scptember 1991, Jakarta.

148/  Indonesian Commercial Newsletter, Jakarta:
"Industry of Glass Bottles and Other Types of Glassware Continue Growing™. No. 92, 27
January 1992.
“Indonesia’s Sheet Glass Industry Marred by Dumping Practices”, No. 103, 13 July 1992,

149/  “Import of Scrap Iron on the Risc”, Indonesian Commercial Newsletter, No. 65, 10
Dceember 1990, and “Scrap Imports Amounting to USS 168 Million", Indonesian
Commercial Newsletter, No. 106, 24 August 1992, Jakarta.

150/  Arndt, H. W., "PT Krakatau Steel”, Bulletin of Indonesian Economic Studies, Vol. XI, No.
2, July 1975.

151/  "Condition of Steel Industry Prior to Deregulation”, Indonesian Commercial Newsletter,

No. 101, 8 Junc 1992, Jakarta.
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152/

156/

157/

158/

159/

160/

This is an autonomous public body under the chairmanship of the minister of state for
rescarch and technology. It was created by presidential decree in 1989 to oversee the
management of a number capital- and technology-intensive industries deemed essential
for Indonesia’s transformation into a modern industrialized economy.

"PT Krakatau Stecl Expands Production Capacity”, Business News. No. 5029/5030, 14
November 1990, Jakarta.

"PT Krakatau Steel's Expansion Projects Continue™, Indonesian Commercial Newsletter,
No. 93, 10 February 1992, Jakarta.

"PT Krakatau Steel's Expansion Project”, Indonesian Commercial Newsletter, No. 101. 8
June 1992, Jakarta,

"Five Billet Factories to be Established Soon Despite Low Demand™. Indonesian
Commercial Newsletter, No.91. 13 January 1992, Jakarta, and “Condition of Steel Industry
Prior to Dercgulation™, Indonesian Commercial Newsletter, No. 101, 8 junc 1992, Jakarta.

"New Hot Rolled Coil (HRC) Plant to be Built in Indoncsia”, Indonesian Commercial
Newsletter, No. 64, 26 November 1990, Jakarta.

"HRC Industry Attractive to Many Private Investors™, Indonesian Commercial Newsletter,
No. 72, 25 March 1991, Jakarta.

"Pricc of Steel Sheet in Domestic Market Drops Further”, Indonesian Commercial
Newsletter, No. 114, 21 December 1992, Jakarta.

"PT CRMIU Merged Into PT Krakatau Steel”, Indonesian Commercial Newsletter, No. So,
28 October 1991, Jakarta.

"Gl Sheet Demand Improves, Investors Interested”, Indonesian Commercial Newsleter.
No. 69, 11 February 1991, Jakarta.

"Deregulation on CRC Imports a Fine Opportunity for G.I Sheet Industry”, Indonesian
Commercial Newsletter, No. 78, 24 Junc 1991, Jakarta.

"Stainless Steel Pipes Now Produced Locally”, Indonesian Commercial Newsletter, Nov. o8,
28 January 1991, Jakarta.

"ADB’s Loan for Private Scamless Steel Pipe Manufacturer in Indonesia™, Business News,
No. 5124, 28 Junc 1991, Jakarta.

"Bakric Group to increase its Pipe Production Capacity”, Indonesian Commercial
Newsletter, No. 79, 8 July 1991, Jakarta,

"Scamless Steel Pipe Factory in Batam Inaugurated™, Business News, No. 5139, 2 Augusl
1991, Jakarta.

"PT Citra Turbindo Supplies 657 of Scamless Pipc Demand”, Indonesian Commercial
Newsletter, No. 81, 12 August 1991, Jakarta,

“Indoncsia Capable of Producing Scamless Pipes', Indonesian Commercial New sletter, No,
B2, 26 August 1991, Jakarta.

"The Value of Indonesia’s Steel Exports Dropped 47.97 in 1990, Indonesian ¢ ‘ommercial
Newsletter, No. 79, 8 July 1991, Jakarta,

"Indonesia’s Steel Exports Up Again in 19917, Indonesian Commercial New: sletter, No. 94,
24 Fcbruary 1992, Jakarta.

"New Hot Rolled Coil Plant to be Built in Indencsia®, Indonesian Commercial Newsictier,
No. o4, 20 November 1990, Jakarta.
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161/

162/

163/

164/

165/

166/

167/

168/

“HRC Industry Attractive to Many Investors™. Indonesian Commercial Newsletter, No. 72,
25 Marck 1991, Jakarta.

“ADB to Provide Loan for the Establishment of a Steel Plant in Surabaya™. Indonesian
Commercial Newsletter, No. 92, 27 January 1992, Jakarta.

“PT SPIJ to Make Additional Investm=nt to Increase Scamless Pipe Production”, Business
News, No. 5299, 21 August 1992, Jakarta.

"PT Prajna Sripariskara Waja to Establish a Stainless Steel Pipe Plant”, Indonesian
Commercial Newsletter. No. 100, 25 May 1992, Jakarta.

“Coadition of Steel Industry Prior to Deregulation™, Indonesian Commercial Newsleter.
No. 101, 8 June 1992, Jakarta.

Yusuf, Muhammad, “Tin Mining in Indoncsia™. Business News. No. S113/5114. 5 Junc
1991, Jakarta.

The tin crisis of 1985 arose from the inability of the International Tin Council (ITC). a
multi-lateral body established to support tin prices through buffer stock operations. to
meet its financial obligations. For details of the crisis and its impact on Indonesia sce the
Economist Intelligence Unit, Country Report - Indonesia, Nos. 4-1985 (p. 23), 1-1986 (pp.
26-27), 2-1986 (pp. 24-26), 3-1986 (pp. 25-27), 3-1986 (pp. 27-28) and 1-1987 (pp. 25-26).

A comprehensive overview of the Indonesian can manufacturing industry is provided in
“The Industry of Packaging Cans in Indonesia - Its Condition and Prospects”, Indoncsian
Commercial Newsletter, No. 71, 11 March 191, Jakarta. The same edition of the
Newslctter also provides a profile of one of Indonesia’s larger can producing enterprises.
PT United Can Company Limited.

"After Dercgulation. Tin Plate Industry is Still Protected”, Indonesian Commercial
Newsletter, No. 110, 26 October 1992, Jakarta.

"50% of Tambang Timah's Emplovees to be Pensioned Off, Indonesian Commercial
Newsletter, No. 69, 11 February 1991, Jakarta.

"PT Tambang Timah Reduces Number of Workers by Almost 507", Business News, No.
5080/5081, 13 March 1991, Jakarta.

"PT Tambang Timah Invested Rp 74.8 Billion™, Indonesian Commercial Newsletter. Ne.
72. 25 March 1991, Jakarta.

“The IlI Fate of PT Timah", Business News, No. S098/5099, 1 May 1991, Jakarta.
Yusuf, Muhammad, "Tin Mining ir. Indonesia”, Business News, No. 5113/5114, § Junc
1991, Jakarta.

"Central Officc of PT Tambang Timah Moves to Pangkal Pinang’, Business News, No.
5142, 9 August 1991, Jakarta.

"PT Tambang Timah Transfers 3000 of its Employees to Other Jobs’, Indonesian
Commercial Newsletter, No. 93, 10 February 1992, Jakarta.

"PT Tambang Timah to Start Auctioning Off its Asscts’, Indonesian Commercial
Newsletter, No. 99, 11 May 1992, Jakarta.

Yusuf, Muhammad, "Bauxitc Mining in Indoncsia”, Business News. No. 5101/5102, 8 May
1991, Jakarta.
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169;

170/

171/

176/

177

178/

179/

"Hydro Oslo to Build Aluminium Plant in Indonesia™, Indenesian Commercial Newsietter,
No. 71. 11 March 191 Jakarta. and "Planncd Alumina Plant to be Relocated™, Indoaesian
Commercial Newsletter. No. 80, 22 July 1991, Jakarta.

A very uscful and informative oveniew of the state of the downstream aluminium industry
at the end of 191 is provided in "Condition and Prospects of Aluminium Industey in
Indonesia™, Indonesian Commercial Newslener, No. 90, 23 December 1'W1. Jakarta.

"Aluminium Mectals Exempted from Impert Duties™, Indonesian Commercial Newsletier,
No. 64, 26 November 1990, Jakarta.

"Most of Demand for Basic Material for Downstream Aluminum Products Sall Has to
be Met with Imports™, Indonesian Commercial Newsletter. No. 101, 8 June 1992, Jakarta.

“Indoncsia Alumina Project Mav Start”. Metal Bufletin. 8 February 1993,

“Planncd Alumina Plant to be Relocated™. Indonesian Commercial Newsletter. No. 80, 22
Julv 1991, Jakarta.

"Aluminium Mectals Exempied from Import Duties™. Indonesian Commercial Newsletier,
No. 64, 26 November 1991), Jakarta.

"Condition and Prospects of Aluminium Industry in Indoncsia”, Indonesien Cominercial
Newsletter, No. N0. 23 December 1991, Jakarta.

"PT Alumindo Light Mctal Industry to Increase its Aluminum Sheet and Aluminum Foil
Production Capacity™. Indonesian Commercial Newsletter, No. 98, 23 December 1991,
Jakarta.

"Prospect of Aluminium Extrusion Exports Bright™, Business News, No. 5311/5312, 23
Scptember 1992, Jakarta.

"Most of Demand for Basic Material for Downstream Aluminum Products Still Has to
be Met wath Imports™, Indonesian Commercial Newsletter, No. 101, 8 June 1992, Jakarta.

“Freeport Contract Period Extended by 50 Years', Indonesian Comumercial Newsletier, No.
79. 8 July 191, Jakarta.

“PT Frecport Indonesia’s Contract Period to be Extended for Another Twenty Years',
Indonesian Commercial Newsletter, No. 84, 23 September 1991, Jakarta.

"German Company Interested in Setting Up a Copper Smelting Plant”, Indonesian
Commercial Newsletter, No. 64, 26 November 1990, Jakarta.

“Industry of Copper Smelting to Reccive Protection”, Indonesian Commercial Newsletter,
No. 100, 25 May 1992, Jakarta.

"Copper Cathode Imports Increase With the Growth of the Cable Industry™, Indonesian
Commercial Newsletter, No. 107, 14 Scptember 1992, Jakarta.

"Copper Smclting and Rcfining Plant in Gresik to Start Production in 199", Business
News, No. 5322, 16 October 1992, Jakaria.

“Investor Interest in Cable Industry Quite High Despite fncreasingly Tough Competition”,
Indonesian Commercial Newsletter, No. 103, 13 July 1992, Jakarta.

Keceling, William, “Indoncsian Nickel Output to Remain Low”, Financial Times, 24
February 1993, London.
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182/

183/

184/

185/

186/

187/

188/

189/

190/

“PT Ancka Tambang to Expand its Ferronickel Plant”, Indonesian Commercial Newslctter,
No. 75, 13 May 1991, Jakarta.

"PT Ancka Tambang Expanding Ferronickel Plant with an Investment of Rp 500 Billioa™,
Indonesian Commercial Newsletter. No. 111, 9 November 1992, Jakanta.

“PT Inco’s Nickel Production Down®", Indonesian Commercial Newsletier, No. 87, 11
November 1991, Jakarta.

“Profit of PT Inco Declines duc 1o a Fall in the Price of Nickel". Indonesian Commercial
Newsletter, No. 112, 23 November 1992, Jakarta.

Kecling, William, “Indonesian Nickel Output to Remain Low”, Financial Times. 23
February 1993, London.

“The Potential of Silver Handicrafts in Yogyakarta®, Business News, No. 3025, 2 November
1990, Jakarta.

Yusuf, Muhammad, "Gold and Silver Mining in Indonesia, Parts | and 1™, Business News.
Nos. 5182/5183 and 5185/5186, 13 and 20 November 1991, Jakarta.

“Domestic Market of Machine Tools Dominated by Import Products’, Indonesian
Commercial Newsletter, No. 93, 10 February 1992, Jakarta.

“Imports of Generators and Genscts Expected to Increase, Imports of Dicsel Engines 100
KVA Upwards Free", Indonesian Commercial Newsletter, No. 68, 28 January 1991, Jakarta.
"Demand for Generating Sets in Indonesia: Condition and Prospects”. Indonesian
Commercial Newsletter, No_ €9, 11 February 1991, Jakarta.

"Gensets with Output of Over 375 KVA Exempted from Import Dutics™, Indonesian
Commercial Newsletter, No. T7, 10 June 1991, Jakarta.

"PT Dok & Perkapalan Kodja Bahari to Build Ship Engine Plant”, Indonesian Commercial
Newsletter, No. 114, 21 December 1992, Jakarta.

"Construction Machinery Imports Still Up in 19917, Indonesian Commercial Newsletter, No.
94, 24 February 1992, Jakarta.

"PT Komatsu Expands its Plant with an Investment of US$ 17 Million", Indonesian
Commercial Newsletter, No. 89, 9 December 1991, Jakarta.

"Hitachi to Develop Market Opportunities for its Hydraulic Excavators in Indoncsia™,
Indonesian Commercial Newsletter, No. 85, 14 October 1991, Jakarta.
"PT Komatsu Indonesia Expands its Plant with an Investment of USS 17 Million”,
Indonesian Commercial Newsletter, No. 89, 9 Deccmber 1991, Jakarta.

"Condition and Prospects of Market for Textile Machinery”, Indonesian Commercial
Newsletter, No. 88, 25 November 1991, Jakarta.

"Valuc of Textile Machinery Imports on the Risc”, Indonesian Commercia! Newsletter, No.
75, 13 May 1991, Jakarta.

"Condition and Prospects of Market for Textile Machincry’, Indonesian Commercial
Newsletter, No. 88, 25 November 1991, Jakarta.

"Textile Machinery Imports Up Again™, Indonesian Commercial Newsletter, No. 104, 27
July 1992, Jakarta.
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191/

192/

193/

194/

195/

/
196,

197/

198/

“Locally Produced Sewing Machines 1ess Competitive than Import Products”, Indonesian
Commercial Newsietter, No. 9. 11 May 1992, Jakarta.

For a comprehensive analysis of the major policy issues concerning the automotive
industry in the late 1960s, sce Hansen, John R, “The Motor Vehicle Industry™, Bulletin
of Indonesian Economic Studies, Vol. V11, No. 2. July 1971.

“Some Automotive Companies Planning Expansions™, Indonesian Commercial Newsletter,
No. 63, 12 November 1990, Jakarta.

"Big Dcmand Facing Smali Supply of Motor Vchicles Causing Current Price Hike™,
Business News, No. 5034, 22 November 1990, Jakarta.

“Toyota Lowers Production Target by 207", Indonesian Commercial Newsletter, No. 82,
26 August 1991, Jakarta.

“Bus and Truck Production Down 637", Indonesian Commercial Newsletter, No. 114, 2]
December 1992, Jakarta.

“Sale of Automobiles Drops Massively in 1992°, Business News, No. 5349, 18 December
1992, Jakarta.

“Car Sales for 1992 Dropped by 36% . Indonesian Commercial Newsletter, No. 116, 25
January 1993, Jakarta.

“Full Manufacturing Program Only for Category I Cars”, Business News, No. 5065, 5069,
13 February 1991, Jakarta.

"Motor Vehicles Industry in Indoncsia: Its Condition and Prospects™, Indonesian
Commercial Newsleiter, No. 67, 14 January 1991, Jakarta.

"Condition and Prospects of Automotive Industry in Indonesia”. Indonesian Commercial
Newsletter, No. 100, 25 May 1992, Jakarta.

"Automotive Component Industry Worth Rp 1.3 Trillion™. Indonesian Commercial
Newsletter, No. 107, 14 Scptember 1992, Jakarta.

"Motor Vchicles Industry in Indoncsia: Its Condition and Prospects™, Indonesian
Commercial Newsletter, No. 67, 14 January 1991, Jakarta.

"Wheel Rim Production Riscs by an Average of 16.6 Annually”, Indonesian Commercial
Newsletier, No. 69, 11 February 1991, Jakarta.

"Production of Spark Plugs in Indoncsia Tend to Go Up", Indoncsian Commercial
Newsletter, No. 72, 25 March 1991, Jakarta.

"Astra Group Consolidates its Automotive Component Industry”, Indonesian Commercial
Newsletter, No. 77, 10 Junc 1991, Jakarta.

“Junc 1991 Package Accclerates Development of Componcent Industry”, Business News,
No. 5127, § July 1991, Jakarta.

"Bakric Giroup Strengthens its Position in the Industry of Car Components™, Indonesian
Commercial Newsletter, No. 88, 25 November 1991, Jakarta.

"Gemala Group Strengthens its Position in the Automotive Component Indusiry”,
Indonesian Commercial Newsletter, No. 95, 9 March 1992, Jakarta.

"New Piston Factory Starts Operation”, Business News, No. 5322, 16 October 1992,
Jakana.

"The Government Incrcases Quota of Imported Trucks and Tractors™, Indonesian
Commercial Newsletter, No. 63, 12 November 1990, Jakarta.
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199/

200/

201/

202/

203/

“The Government Enlarges the Quota of Imported Trucks to 37,415 Units”, Indonestan
Commercial Newsletter, No. 64, 26 November 1990, Jakarta.

“Govt. Reviewing Import Duty and Tax on Luxurics to Lower Sedans Price”, Business
News, No. 5042, 12 December 1990, Jakarta.

“Indonesia to Stop Imports of Category 1. 1l and 11l Cars™, Business News. No. S134/5133,
24 July 1991, Jakarta.

“Import of Cars to be Temporarily Discontinued™. Indonesian Commercial Newsletter, No.
81, 12 August 1991, Jakarta.

~Junior Minister of Industry: Consumers Should be Free to Choose Automotive Products’.
Business News, No. 3187, 22 November 1991, Jakarta.

“Deregulation of the Automotive Industry”. Business News. No. 3310. 18 September 1992,
Jakarta.

“Industry Minister: Deregulation in Automotive Industry Expected This Month™, Buziness
News, No. 5343, 4 Deccmber 1992, Jakarta.

"Deregulation of the Automotive Industry”. Business News. No. 3362/3363. 27 January
1993. Jakarta.

“Use of Local Componeats in Production of Motoreycles 73.17¢7, Business Mews, No.
5034, 23 November 1990, Jakarta.

“Honda Motorcycles Continue to Dominate Market". Indonesian Commercial Newsletter,
No. 69, 11 February 1991, Jakarta.

"Motor-cycle Production Continues to Increase”. Indonesian Commercial Newsletter, ™No.
95, 9 March 1992, Jakarta.

“Indoncsia Exports Racing Bicycles™. Business News, No. S087, 27 March 1991, Jakarta.
“Indoncsia’s Bicycle Production Up Steadily”, Indonesian Commercial Newsletter, No. 91,
13 January 1992, Jakana.

“Conditiun and Prospects of Bicycle Industry in Indonesia”, Indonesian Commercal
Newsletter, No. 113, 21 December 1992, Jakarta.

"IPERINDO Secrctary General: Indoncsia’s Shipbuilding Industry Begins Showing
Muscle™, Business News. No. 5331, 6 November 1992, Jakarta.

“After Merging. PT Dok & Perkapalan Koja Bahari Improves Performance”, Indonesian
Commercial Newsletter, No. 85, 11 October 1991, Jakarta.

"Ship Components/Spare Parts Already Excmpted from Import Duty for Five Years,
Business News, No. 5121, 21 Junc 1991, Jakarta.

"Alter Mcrging, PT Dok & Pcrkapalan Koja Bahari Improves Performance”, Indonesian
Coramercial Newsletter, No. 85, 14 October 1991, Jakarta.

"Indoncsia’s Shipbuilding Industry is Coming Alive”, Indonesian Commercial Newsletter.,
No. 66, 24 December 1990, Jakarta.

"Contract on the Construction of 24 Caraka Jaya Vesscls Signed”, Indonesian Commercial
ivewsletter, No. 78, 24 Junc 1991, Jakarta.

"Caraka Jaya Il Vessels Constructed by PT Dok and Pcrkapalan Koja Bahari to be
Completed Next Ycar”, Indonesian Commercial Newsletter, No. 109, 12 October 1992,
Jakarta.

"Projcct on the Procurement of Caraka Jaya 11l Commercial Ships to be Tendered',
Indonesian Commercial Newsletter, No. 115, 11 January 1993, Jakarta.
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205/

206/

7/

208/

210/

211/

"Domestic Shipyard Wins a Contract on the Construction of 2 Tug Boats from Singapore™.
Indonesian Commercial Newsletter, No. 65, 10 December 1990, Jakarta.

“Indonesia’s Shipbuilding Industry is Coming Alive”, Indonesian Commercial Newslerter,
No. 66, 24 December 1990, Jakarta.

"After Merging, PT Dok & Perkapalan Koja Bahari Improves Performance™. Indonesian
Commercial Newsletter, No. 85, 14 October 1991, Jakarta.

“Sweden Orders a Tanker from Indonesia™, Indonesian Commercial Newsletter. No. 89,9
December 1991, Jakarta.

“Indonesia Striving for Increasing Ship Exports™, Business News. No. 5258, 15 May 1992,
Jakarta.

“Shipbuilding Industry Needs More Investment to Dominate Local Market™, Business
News, No. 53341/5342, 2 December 1992, Jakarta.

"After Merging, PT Dok & Perkapalan Koja Bahari Improves Performance™. Indonesian
Commercial Newsletter, No. 83, 14 October 1991, Jakarta.

“Iperindo Secretary General: Indonesia’s Sk building Industry Begins Showing Muscle™,
Business News, No. 5331. 6 November 1992, Jakaria.

"Aircraft Industry Should be Open to all Investors”, Business News, No. 5350. 21
December 1992, Jakarta.

"House Commission Asks Government to Examine Import Procedure for Aircraft
Spareparts”, Business News, No. 5029/5030, 14 November 1990, Jakarta.

"Exemption of Components from Import Duties Helps Boost the Growth of the Domestic
Industry of Aircraft Repair and Maintenance”, Indonesian Commercial Newsletter, No. 83,
9 Scptember 1991, Jakarta.

"Government Exempts Aircraft Spare Parts from Import Duty”. Indonesian Commercial
Newsletter, No. 110, 26 October 1992, Jakarta.

"Excmption of Components from Import Dutics Helps Boost the Growth of the Domestic
Industry of Aircraft Repair and Maintenance™, Indonesian Commercial Newsletter, No. 83,
9 September 1991, Jakarta.

"Major Business Groups Diversify Into the Electronics Industry”, Indonesian Commercial
Newsletter, No. 74, 29 April 1991, Jakarta.

“Interest in Investing in Business of Consumer Electronic Goods Still High™, Indonesian
Commercial Newsletter, No. 96, 23 March 1992, Jakarta.

Government of Indonesia, National Development Information Office, "Indonesia Source
Book 1992, Jakarta, Junc 1992, pp. 80-81.

“Indoncsia’s Elcctronics Industry Highly Competitive - Export Value About US$840
Million™, Business News, No. 5344/5345, 9 December 1992, Jakarta.
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Annex Table A-L.

Population distribution by province, 1971, 1980 and 1990

Area
{Square

Province kilometres)
Sumatra 473,481
Aceh 55,392
North Sumatra 70,787
West Sumatra 19,7/8
Riau 94,561
Jambi 44,800
South Sumatra 103,688
Bengkulu 21,168
Lampung 33,307
Java 132,186
Jakarta 590
West Java 46,300
Central Java 34,206
Yogyakarta 3,169
tast Java 47,921
Bali 5,561
Musa Tenggara/limor 82,927
west Nusa lenggara 20,177
tast Nusa lenggara 47,876
tast Timor 14,874
Kalimantan 539.460
West Kalimantan 146,760
Central Kalimantan 152,600
South Kalimantan 37,660
tast Kalimantan 202,440
Sulawesi 189,216
North Sulawesi 19,023
Central Sulawesi 69,726
South Sulawesi 72,781
Southeast Sulawesi 27,686
Maluku 74,505
Irian Jaya 421,981
Indonesia 1,919,317

+ e Ceniral Burcau of Statistics, Census reports, 19711980 and 1990,

_Population growth

Population Population density

1971 1980 1990 1971 1980 1990

{Per square (Per square (Per square

(Thousand) (Thousand) (Thousand)  kilometre) kilometre) kilometre)
20,809 28,017 36,436 431.9 89,2 7.0
2,009 2.611 3,417 36.3 47.1 61.7
6,622 8,361 10,254 93.% 118.1 144.9
2,793 3,407 4,001 56.1 68.4 80.4
1.642 2,169 3,283 17.4 22.9 34,7
1,006 1,446 2,016 22.5 32.3 45.0
3,441 4,630 6,278 13.? 44,) 60.5
519 768 1,181 24.5 36.3 55.8
2.1 4,625 6,006 83.4 138.9 180.3
76,086 91,270 107,529 575.6 690.5 813.5
4,579 6,203 8,225 7,761.0 11,022.0 13,940.7
21,624 27,454 35,380 467.0 593.0 764.1
21,877 25,373 28,519 639.6 741.8 833.7
2.489 2,751 2,915 785.4 868.1 919.8
25,517 79,189 32,490 532.5 609.1 078.0
2,120 2.4/0 2,119 i81.? 444.2 499.7
4,498 6,017 7,391 54,2 1?2.6 89,1
2,703 2.725 3.371 109.2 135.1 167.1
2.c95 2.737 3,270 47.9 LY 68.3
- 555 750 - 37.3 50.4
5,155 6,723 9,111 9.6 12.4 16.9
2,020 2,486 3,237 13.8 16.9 27.1
702 954 1,398 4.6 6.3 9,?
1,699 2,065 2,599 45,1 54.8 69.0
134 1,218 1,877 3.6 6.0 9.1
8,578 10,409 12,519 45,1 55.0 66.7
1,719 2,115 2,480 90.4 111.2 130.4
914 1,290 1,70% 13.1 18.5 24.5
5,181 6,062 6,983 71.2 63.3 95.9
714 94?7 1,351 25.8 34.0 48.8
1,089 1,410 1,853 14.6 18.9 ?4.9
923 1,174 1,631 2.7 2.8 1.9
119,208 147,490 179,249 62.1 6.8 93.4

|
i

1971-1980 1980- 1990

{Annual (Annual
percentage) percentage)

2.7

2.7

2.1
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Annex Table A-2.

Distribution of population by age group and sex, 1972, 1980 and 1990

1971 1980 1990
Age group Male temale Total Male female Total Male temale Total
Thousand
0-4 9,675 9,560 19,235 10,872 10,422 21,294 10,766 10,120 20,887
5-9 9,593 9,302 18,895 10,889 10,446 21,335 11,791 11,290 23,081
10-14 7.406 6,875 14,281 9,179 8,525 17,704 10,998 10,438 21,437
15-19 5,627 5,779 11,406 7,552 7,806 15,358 9,553 9,367 18,920
20-24 3,627 4,461 8,088 6,010 7,055 13,065 7,662 8,486 16,148
25-34 7.122 9,226 16,948 9,685 9,920 19,605 13,962 14,770 28,732
35-44 7,062 7.119 14,181 7,876 8,172 16,048 9,778 9,475 19,253
45-54 4,360 4,213 8,573 5,761 5.856 11,617 7,036 7,284 14,320
55-64 2.224 2,313 4,597 3,297 3,354 6,651 4,615 4,887 9,502
65+ 1,450 1,539 2,989 2,200 2,593 4,793 3,213 3,749 6,962
Not stated 7 8 15 1 9 20 k) ] 8
Total 58,753 60,455 119,208 73,332 74,158 147,490 89,376 89,872 179,248
Percentage distribution
0-4 16.5 15.8 16.1 14.8 14,1 14.4 12.0 11.3 1.7
5-9 16.3 15.4 15.9 14.8 14.1 14.5 13.2 12.6 12.9
10-14 12.6 11.4 12.0 12.5 11.5 12.0 12.3 11.6 12,0
15-19 9.6 9.6 9.6 10.3 10.5 10.4 10.7 10.4 10.6
20-24 6.2 7.4 68 8.2 9.5 8.9 8.6 9.4 9.0
25-34 13.1 15.3 14.2 13.2 13.4 13.3 15.6 16.4 16.0
35-42 12.0 11.8 11.9 10.7 11.0 10.9 10.9 10.5 10.7
45-54 7.4 7.0 1.2 7.9 1.9 7.9 7.9 8.1 8.0
55-64 3.8 3.9 3.9 4.5 4.5 4.5 5.2 5.4 5.3
65+ 2.5 2.5 2.5 3.0 3.5 3.2 3.6 4.2 3.9
Not stated 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source Central Bureau of Statstics. Census Reports 1971, 1980 and 19X).
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Annex Table A-3.

(Billion Rp)

Gross domestic product by industrial origin, 1983-1990, current prices

1983 1984 1985 1986 1987 1988 1989 1990
Agriculture 17,695 20,420 22,513 24,871 29,116 34,278 39,547 43,062
Farm food crops 11,057 12,692 13,860 15,085 17,540 21,124 24,489 26,066
Farm non-food crops 2,295 2,739 2,979 3,534 4,140 4,389 4,784 5,056
Estate crops 375 593 715 690 978 1,245 1,441 1,797
Animal husbandry 1,754 2,084 2,427 2,640 3,015 3,545 3,809 4,560
Forestry 994 939 938 1,001 1,247 1,448 1,682 1,931
Fisheries 1,220 1,373 1,595 1,921 2,196 2,528 3,342 3,652
Mining and quarrying 16,107 16,938 13,571 11,503 17,267 17,162 22,140 28,748
0il/gas 15,103 15,917 12,584 10,502 15,979 15,525 19,283 24,695
Other 1,006 1,021 987 1,001 1,287 1,637 2,857 4,053
Manufacturing 9,896 13,114 15,503 17,185 21,150 26,253 30,573 138,602
0il refining 359 1,013 1,864 1,915 1,820 2,026 2,148 3,531
Liquefied natural gas 1,871 2,707 2,424 1,969 2,097 2,948 3,281 4,848
Other 7.666 9,394 11,216 13,301 17,233 21,278 25,144 30,223
tlectricity, gas and water 314 354 396 647 747 869 1,008 1,258
Construction 4,597 4,757 5,302 5,314 6,087 7,169 8,884 10,828
Trade 11,541 13,434 15,417 17,122 21,048 24,379 28,330 32,154
Retail and wholesale trade 9,933 11,371 12,962 14,235 17,561 20,389 23,916 26,866
Hotels and restaurants 1,608 2,063 2,455 2,887 3,487 3,991 4,415 5,288
Transport and communications 4,098 5,051 6,100 6,407 7,443 8,180 9,306 11,04}
Transport 3,694 4,611 5,539 5,770 6,639 7,227 8,280 9,735
Communications 304 440 562 637 804 913 1,025 1,306
Banking and finance 2,359 3,058 3,496 4,037 4,795 5,322 6,551 7,902
Ownership of dwellings 2,35% 2,573 2,775 2,976 3,389 3,736 4,151 4,891
Public administration and
defence 5,712 6,470 7,925 8,307 8,912 9,446 11,174 12,801
Other services 3,001 3,718 3,999 4,315 4,903 5,351 5,830 6,434
GoP 77,676 89,887 96,997 102,683 124,817 142,105 67,495 197,721

Source:  Government of Indonesia, “'entral Burcau of Statistics.

¢ United Nations Industnal Development Organization
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Annex Table A-4. Distribution of gross domestic product by industrial origin, 1953-1990,
current prices
(Percentage shares)

1983 1984 1985 1986 1987 1988 1989 1990

Agriculture 22.8 22.7 23.2 24.2 23.3 24.1 23.6 21.8
Farm food crops 14.2 14.1 14.3 14.7 14.1 14.9 14.6 13.2
farm non-food crops 3.0 3.0 3.1 3.3 3.3 3.1 2.9 2.6
Estate crops 0.5 0.7 0.7 0.7 0.8 0.9 0.9 0.9
Animal husbandry 2.3 2.3 2.5 2.6 2.4 2.5 2.3 2.3
forestry 1.3 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Fisheries 1.6 1.5 1.6 1.9 1.8 1.8 2.0 1.8

Mining and quarrying 20.7 18.8 14.0 11.2 13.8 12.1 13.2 14.5
0il/gas 19.4 17.7 13.0 10.2 12.8 10.9 11.5 12.5
Other 1.3 1.1 1.0 1.0 1.0 1.2 1.7 2.0

Manufacturing 12.7 14.6 16.0 16.7 16.5 18.5 18.3 19.5
0il refining 0.5 1.1 1.9 1.9 1.5 1.4 1.3 1.8
Liquefied natural gas 2.4 3.0 2.5 1.9 1.7 2.1 2.0 2.5
Other 9.9 10.5 11.6 13.0 13.8 15.0 15.0 15.3

Electricity, gas and water 0.4 0.4 0.4 0.6 0.6 0.6 0.6 0.6

Construction 5.9 5.3 5.5 5.2 4.9 5.0 5.3 5.5

Trade 14.9 14.9 15.9 16.7 16.9 17.2 16.9 16.3
Retail and wholesale trade 12.8 12.7 13.4 13.9 14.1 14.3 14.3 13.6
Hotels and restaurants 2.1 2.3 2.5 2.8 2.8 2.8 2.6 2.7

Transport and communications 5.3 5.6 6.3 6.2 6.0 5.7 5.6 5.6
Transport 4.8 5.1 5.7 5.6 5.3 5.1 4.9 4.9
Communications 0.5 0.5 0.6 0.6 0.6 0.6 0.6 0.7

Banking and finance 3.0 3.4 3.6 3.9 3.8 3.7 3.9 4.0

Ownership of dwellings 3.0 2.9 2.9 2.9 2.7 2.6 2.5 2.5

Public administration and defence 7.4 7.2 8.2 8.1 7.1 6.6 6.7 6.5
Other services 3.9 4.1 4.1 4.2 3.9 3.8 3.5 3.3
GOP 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Government of Indonesia. Central Bureau of Staustics.

¢ United Nations Industnal Development Organization
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Annex Table A-5. Gross domestic product by expenditure, 1983-1990, current prices
(Billion Rp)

1983 1984 1985 1985 1337 1688 1989 1990

Private consumption 47,063 53,067 57,201 63,355 71,989 81.045 88,752 106.312
Public consumption 8,077 9,122 10,897 11,329 11,763 12,75 15,698 17,543
Gross fixed capital formation 19,468 20,136 22,367 24,782 30,980 136,803 45,650 55,538
Change in stocks 2,847 3,406 4,837 4,233 8,166 8,007 13,288 16,616
Exports 19,846 22.999 21.533 20,010 29,873 34,666 42,503 51,197
Less imports 19,625 19,845 19,835 21,036 27,956 31,171 38,395 49,485
GOP 17,676 89,885 96,997 102,683 124,817 142,105 167,495 197,72t
Source: Government of Indonesia. Central Burcau of Statistics

Annex Table A-6. Distribution of gross domestic product by expenditure, 1983-1990,

current prices
(Percentage share)

1983 1984 1985 1986 1987 1983 1989 1950

Private consumption 60.6 60.2 59.0 61.7 57.7 57.0 53.0 51.8
Public consumption 10.4 10.1 11.2 11.0 9.4 9.0 9.4 8.9
Gross fixed capital fornation 25.1 22.4 23.1 24.1 24.8 25.9 27.3 28.1
Change in stocks 3.7 3.8 5.0 3.1 6.5 5.6 7.9 8.4
Exports 25.% 25.6 22.2 19.5 23.9 24.4 25.4 25.9
Less imports 25.3 22.1 20.4 20.5 22.4 21.9 22.9 25.0
GoP 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Memo: (rade/GDP 30.8 47.7 42.6 10.0 16.3 16.3 48.3 50.9

Source: Government of Indonesia. (entral Burcau of Statistics

¢ Umited Natvons Industnal Development Organization
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Annex Table A-7. Gross Jomestic product by industrial origin, 1983-1990, constant 1983
prices
{Billion Rp)

1983 1983 1935 1986 198’ 1988 1933 1990

Agriculture 17,695 18,512z 19,300 19,799 20,224 21.214 21,996 22,605
Farm food crops 11,057 11,680 11,986 12,287 12,415 12,974 13,472 13,59
Farm non-food crogps 2.295 2.349 2,576 2,581 2,693 2,835 3,016 3,158
Estate crops 375 446 511 562 565 623 636 709
Anima! husbandry 1,754 1,890 2,037 2,064 2,111 2,212 2,265 2,434
Forestry 994 894 851 889 968 1,013 974 1,013
Fisheries 1,220 1,253 1,331 1,418 1.472 1,357 1,635 1,694

Mining and quarrying 16,107 17,120 15.480 16,309 16,366 15,833 16,818 17,538
0il/gas 15,103 16.187 14,513 15,237 15,219 14,692 15.391 15,974
Other 1,004 933 968 1,072 1,146 1,201 1,427 1.56%

Manufacturing 9,896 12,079 13,431 14,678 16,235 18,182 19,836 22,277
0il refining 359 626 767 927 918 981 990 1,090
Liquefied natural gas 1,871 2,790 2,919 2,923 3,233 3,595 3,665 4,03/
Other 7,666 8,663 9,745 10,828 12,064 13,607 15,181 !7,150

Electricity, gas ard water 314 124 361 430 495 549 616 726

Construction 4,597 4,394 4,508 43,609 4,803 5,299 5,878 6,715

Trade 11.541 11,811 12,399 13,399 14,35 15,657 17,214 18,635
Retail and wholesale trade 9,933 10,028 10,412 11,238 12,005 13,035 14,323 15,501
Hotels and restaurants 1,608 1,783 1,987 2,160 2,351 2,622 2,891 3,141

Transport and communications 4,098 4,443 4,487 4,668 4,939 5,212 5,812 6,397
Transport 3,693 4,008 3,032 4,178 3,394 1,626 5,151 5,620
Communications 404 435 455 490 545 586 660 72

Banking and finance 2,359 2,829 3,020 3,483 3,659 3,752 3,288 1,88

Ownership of dweliings 2,35 2,412 2,461 2,545 2,654 2,762 2.878 2,939

Public administration and

defence 5,712 5,997 6,35 6,862 7,366 7,932 B,397 8,/83

Other services 3,001 3,117 3,180 3,299 3,322 3,570 3,791 3,981

Gop 77,676 83,038 85,082 90,080 93,518 99,982 10,523 115,34

Source: (rwerament of Indonesia. Central Bureau of Statistics

¢ United Nations Industnal fevelopment Organization
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Annex Table A-3. Growth of gross domestic product, 1984-1990, constant 1983 prices
(Percentage change)

1983 1985 1986 1987 1983 1983 1990 1985-1990

Agriculture 3.6 3.3 z.6 2.1 1.5 3. 2.8 3.2
farm food crops 5.6 2.6 2.5 1.0 3.5 3.8 t.9 2.6
farm non-food crops 2.4 9.7 0.2 1.4 5.3 6.4 3.7 3.2
Estate crops 18.9 14.5 10.0 0.5 10.3 2.0 11.6 6.8
Animal husbandry 7.8 7.8 1.3 2.3 4.8 2.3 r.5 1.6
forestry -101 -4.8 1.5 8.9 1.7 -39 3.1 3.6
Fisheries 2.7 7.0 5.8 3.8 5.8 5.0 3.6 1.8

Mining and quarrying 6.3 -9.6 5.3 0.3 -2.9 5.8 1.3 2.5
Oil/gas 7.2 -10.3 5.0 -0.1 -3.5 4.8 i.8 1.9
Other -7.1 3.7 10.7 7.0 4.8 18.8 9.6 10.1

Manufacturing 22.1 11.2 9.3 10.6 12.0 9.1 12.3 10.7
0il refining 14.4 22.5 20.9 I.1 4.6 0.9 10.1 7.3
Liquified natural gas 49.1 4.6 0.1 10.6 1!1.2 2.0 10.2 6.7
Other 13.0 12.5 11.1 11.4 12.8 11.6 13.¢ 12.0

Electricity, gas and water 3.2 1.4 19.1 15.1 1l1.0 12.2 17.9 15.0

Construction -4.4 2.6 2.2 4.2 6.5 11.8 13.2 8.3

Trade 2.3 5.0 8.1 T 9.1 9.9 8.3 8.5
Retai! and wholesale trade 1.0 i.8 7.9 6.8 8.6 3.9 8.2 8.3
Hotels and restaurants 10.9 11.3 8.7 8.8 I1.5 10.3 8./ 9.6

Transport and communications 8.4 1.0 .0 5.8 5.5 11.5 10.0 7.3
Transport 8.5 0.6 3.6 5.¢ 5.3 11.% 9.1 6.9
Communications 7.7 3.6 LU O 5 12.8 16.9 1

Banking and finance 19.9 6.8 15.3 5.1 2.5 183 1o 9.;

Ownership of dwellings 2.4 2.0 1.3 3.3 3.1 3.2 4.7 1.0

Public administration and defence 5.0 7.6 6.3 7.3 7.7 5.9 3.6 6.4
Other services 3.9 2.0 3. 3. 3.3 6.7 5.0 1.6

Gross domestic product 6.9 2.5 5.9 3.9 5.8 .} P4 6.3

Sowrce Gonernment of Indonesia, £entral Burcau of Statisfics

¢ United Nations Industnal Development Organization
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Annex Table A-9. Gross domestic product by expenditure, 1983-1990, constant 1983 prices
(Billion Rp)

1983 1984 1985 1986 1987 1988 1989 1990

Private consumption 47,063 43,942 49,448 50,530 52,200 54,225 56.476 62,053
Public consumption 8,077 8,353 8,991 9,241 9,226 9.924 10,965 11,338
Gross fixed capital formation 19,468 18,297 19,616 21,422 22,597 25,201 28,568 33,183
Change in stocks 2,847 4,452 6.641 6,335 5,043 1,120 1,471 1,143
Exports 19.846 21,145 19,495 22,360 25,745 26,016 27.851 30,278
Less imports 19,625 18,151 19,109 19,906 20,299 16.504 17,768 22,547
GoP 77,676 83,038 85,082 90,081 64,518 99,981 167,523 115,447

Source:  Government of Indonesia. Central Bureau of Statrstcs.

Annex Table A-10. Growth of gross domestic product by expenditure, 1984-1990, constant
1983 prices
(Percentage change)

1984 1985 1986 1987 1988 1939 1990 1985-1990

Private consumption 4.0 1.0 2.2 3.3 3.9 4.2 9.9 4.6
Public consumption 3.4 7.6 2.8 -0.2 7.6 10.5 3.4 4.7
Gross fixed capit;l formation -6.0 1.2 9.2 55 11.5 13.4 16.2 11.1
Change in stocks® 54 7.8 7.0 53 1.1 1.3 1.0

Exports 6.5 -7.8 15.2 14.6 1.1 7.1 8.7 9.2
Less imports -1.5 5.3 4.2 2.0 -18.7 7.7 26.9 3.4
Gop 6.9 2.5 5.9 4.9 5.8 7.5 7.4 6.3

Source: Govermment of Indonesia, Central Bureau of Statistics.

a/ As percentage of GDP.

€ United Nations Industnal Development Organizaton
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Annex Table A-11,

The State budget
(Billion Rp)

1984/85 1984/86

Revenue 19,383.% 22.825. 4
Domestic revenue 15,905.5 19,252.8
Direct taxes 12,731.5 13,681.9
0il/gas 10,429.9 11,144.4
Income tax 2,121.0 2.313.0
land tax 180.6 224.5
Indirect taxes 2,371 3,928.2
Sales taxes and VAY 878.0 2,326.1
Excise duties 812.5 943.7
Import duties 530.1 607.3
Export taxes 91.0 50.%
Other taxes 115.0 151.?
Non-tax receipts 687.3 1,491.%
Foreign aid receipts 3,478.0 3,572.6
Project aid 3,408.7 3,503.4
Programme aid 69.3 69.?
t xpenditure 19,380.9 2?2,824.6
Routine expenditure 9,429.0 11,951.5
Personnel expenditure 3,046.8 4,018.3
Public procuremcnts 1,182.8 1,367.1
Regional subsidies 1.883.3 2.489.0
Debt service 2.116.% 3,323.)
foreign 2.732.2 3,303.)
Domestic 39.3 20.0
Other 539.6 754.0
Develcpment expenditure 9,95].9 10,873.1
Rupiah financed 6,543.?7 7,369.7
Project aid 3,408.7 3,503.4
Balance 2.6 0.8
Public savings 6,476.% 7,301.3
Net domestic expenditure 1,759.4 7,909,/

1986/87 1987/88 1988/89 1989/90
71,8978  76,961.3 32,9950  38,169.1 4
16,140.6  20,803.3  23,004.3  28,739.8

8,798.1  12,985.7 13,900.6  17,330.2

6.337.6  10,047.2 9,527.0  11,252.1

2.270.5 2,663.4 3,949.4 5,487,/

190.0 275.1 424.2 590.4

4,994.8 5.618.0 7.,242.8 9,077.0

2,900.1 3,390.4 4,505.3 5,836,/

1.055.8 1.105.7 1,389.9 1,476.8

960. 1 938.4 1,192.0 1,587.0
8.8 183.5 155.6 171.4
190.4 222.9 792.1 275.4

2,182.3 1.976.7 1,568.8 2,062.1

5.152.2 6,158.0 9,990,/ 9,429,3

3,794,) 5,430,7 1,950.0 8,422.1

1.9%7.5 127.8 2.040.7 1,007.?
21,891.3  26,9%8.9  32,990.0  38,164.4
13,559.3  17,48l.%  ?20,739.0  ?24,331,1

4,310.6 4,616.9 4,998.7 6,201.%

1,366.% 1,329.3 1,491.6 1,701.6

?2.649.7 ?2.815.6 3,037.7 3,466.4

5,058, 1 8,204.6  10,940.7  11,938.7

5,058, 1 8,165.%  10,862.6  11,789.9

0.0 39,1 71.6 148.8
174.4 515.1 7/1.3 922.9

8,332.0 9,477.4  12,2%.0  13,834.3

4,533 4,047.7 4,301.0 5,412.?

3,794,7 5,430, 7.4%0.0 8,422.1

1.h 2.4 5,0 3./

2.561.13 3,321.8 2,265, 4,408,/

3,234, 2.607.1 700.1 465, )

1990/91

Tas £
0 o
o
oo
[=

1,396.8

49,449,/
29,99/.7
7,0463.4%
1,830.3
4,216.,0
13,394.6
13,145,)
249.5
1,482,
19,452.0
10,944.2
8,507.8

e

9,

1
548,
5,962,

()

1991/97

BTN ER

41,584.8
25,494.)
15,039,1
9,580.4
874.6
13,300.8
8,926.)
2,222.8
2,133
18.8
307.6
2,487.3
10,409.)
8,845.7
1,563.4

h1,991.8
30,727.6
8,102.5
2,327
1,834,7
13,431.8
13,182.%
251.3
1,484.4
21,7647

1997/93
46,108.6

46,508.4
25,868.)
13,947.5
10,930.0
990.6
16,5157
11,032.2
7,441.8
3,041.7
60.0
354.%
3,710.6
9,600,?
9,099,v
501.7

46,108, 6
331,196.,6
9,144,4
?2,432.7
h,269,1
14,902,
14,627.0
?275%.1
4484
72.,912.0
14,813.0
9,009,0
0.0
13,411.8
(1, 1/8.%)

52,769.0
31,296.2
19,127.,6
14,848.%
1,320,
17,316.3
11,682.6
2,498,2
3, 106,%
30.0
363.8
3,792.7
9,553,1
9,176.3
426.8

62,3771
317,094,9
10,894, 5
2.919.1
6,028.9
16,711.9
16,475.8
246, |
4)9.9
74,221.2
16,100.9
9.126.3
0.0
14,674, 1
(#71.4)

Sourcer Ganernment of Tndonena, Nev Kewangan dan Rancangan . dnggaran Pendapatan dan Betanga Negara, sanous issaes, and Supplement of the President’s Reports 1o Parhament,

August 1902

1993/94
62,3221
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The State budget

Annex Table A-12.
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Annual average
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¢ United Nations Industrial Development Orgamization
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Annex Table A-13, Capital spending by sector
{Billion Rp)

Budget Budget

1984/85 1985/86 1986/87 1987/88 1988/89 1989/90 1990/91 1991/9? 1992/93 1993/94

Agriculture 1,699.0 1,138,0 890.0 1,932.0 1,611.0 2,049.4 2,307.9 2,713.1 ?,955.2 3,081.9
Marufacturing 603.0 963.0 465.0 215.0 447.0 399.8 %47,1 h44,% 519.8 %29.0
Mining and energy 1,148.0 1,623.0 1,176.0 1,206.0 2,074,0 1,417.3 1,8/4.3 2,461,3 3,013.1 3,285,/
Transport and tourism 1,428.0 1,484.0 1,131.0 1,598.0 2,012.0 3,006.0 3,743.3 3,910.4 4,18%.? 4,066.9
Trade and cooperatives 342.0 93,0 186.0 299.0 315.0 14,5 199.0 %19.1 313.0 118,/
Manpower and transmigration 422.0 665.0 292.0 200.0 266.0 ?81.2 519,1 718.4 B86.1 943.5
Regional development 191.0 850.0 939.0 930.0 1,137.0 1,369.4 1,937,7 ?,4/8,1 2,918.9 1,561.8
Religion 60.0 77.0 3.0 18.0 18.0 4.9 LY 46.7 67.3 80.6
Education and culture 1,231.0 1,413.0 1,184.0 1,181.0 1,606.0 1,506.6 2,061,/ 2.416.,9 3,001.9 3,564,7
Health and welfare 320.0 198.0 326.0 225.0 338.0 469.9 122.9 890,/ 9%5.,0 1,087.1
Housing 224.0 335.0 337.0 431.0 481.0 494.6 6/7.2 801.7 948.6 971.%
Law 69.0 108.0 25.0 20.0 27.0 25.1 KL 52.1 4.4 81.%
Defence and security 702.0 590.0 554.,0 514.0 555.0 120.1 996.? 1,023.2 1,120.0 1,147.,0
Information 46.0 71,0 33.0 28.0 28.0 59,7 93.8 17.0 19.6 82.0
Research 190.0 274.0 181.0 178.0 721.0 313.% 553.7 430.6 566.8 660,/
Government apparatus 164.0 278.0 190.0 118.0 152.0 163.8 7215.% 769.4 3723.% 349.%
Business development 292.0 220.0 211.0 219.0 238.0 624.9 334,) 410.% 1490,) 394.4
Environment 230.0 243.0 1730 200.0 225.0 43,6 540.0 438.4% 383.3 A08,7
Budgetary reserves 0.0 0.0 0.0 0.0 0.0 0.0 7,000.0 1,500,0 0.0 0.0

0

Total 9,952.0 10,873,

8,11.0 9.477.0 12,251.0 13,834,3 19,4%2.0 21,764.7 22,912.0 25,2212

Sources  Government of Indonesa, Nota Kewangan dun Rancangan Anggaran Pendupatan dan Belanja Negara, vanous issucs, and Supplement of the Pressdent's Reports to Parhsment,
August 1992
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Annex Table A-14. Sectoral distribution of government capital spendlng‘/
{Percentage share)

Repelita 11"  Repelita 111"  Repelita IV 1980790  1990/91  1991/92  1992/93/  1993/94¢/

Agriculture 20,5 12.8 14.4 14.8 11.9 12.5 12.9 12.2
Manufacturing 5.9 7.1 5.3 2.9 2.8 2.5 2.3 2.1
Mining and energy 11.9 13.8 14.1 10.2 9.6 11,3 13.2 13.0
Transport and tourism 17.7 12.7 15.0 21.7 19.2 18.0 19.1 18.5
Trade and cooperatives 0.4 1.4 2.4 3.0 1.0 2.7 1.4 1.3
Manpower and transmigration 1.8 5.2 3.6 2.0 3.0 3.3 3.9 3.8
Regional development 11.6 8.5 9.2 9.9 10.0 11.4 12.7 14,1
Religion 0.3 0.6 0.4 0.2 0.2 0.2 0.3 0.3
Education and culture 7.9 9.8 13.0 10.9 10.5 11.1 13.1 14,1
Health and welfare 2.8 3.5 3.2 3.4 3.7 4,1 4.2 4.3
Housing 1.9 2.6 3.6 3.6 3.5 3 4.2 3.9
Law 0.4 0.8 0.5 0.2 0.2 0.2 0.3 0.3
Defence and security 3.3 7.3 5.8 5.2 5.1 4.7 1.9 4.5
Information 0.9 0.5 0.4 0.4 0.5 0.4 0.3 0.3
Research 1.4 1.8 2.9 2.4 2.8 2.0 2.5 2.6
Government apparatus 2.4 2.9 1.8 1.2 1.1 1.2 1.4 1.4
Business development 8.9 6.0 2.3 4.5 1.7 1.9 1.7 1.6
Environment - 2.5 2.1 3.A 2.8 2.0 1.7 1.6
Budgetary reserves - - - - 10.3 6.9 - -

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Sources:  (iovernment of Indonesia, Nota Keuangan dan Rancangan Anggaran Pendapatan dan Belanja Negara, vanious issues, and Supplement of the President’s Repons 10 Parliament, 15

August 1992,
a/ No comparable data available (or Repelita |
b/ Annual average.
c/ Budget.

$21qvL D>usuDIS

e



218 Statistical Tables

Annex Table A-15. Monetary growth and inflation
(Percentage change, year-cnd)

1985 1987 1983 1989 1990 1991 1992

A. Monetary growth

Currency 20.2 8.3 8.0 18.9 22.5 2.8 22.8
Demand deposits 11.9 8.9 18.0 35.8 16.1 15.4 1.8
Money (M1) 15.6 8.6 13.5 39.8 18.4 10.6 9.3
Quasi-money 22.5 32.6 30.2 39.8 57.6 19.6 23.1
Total liquidity (M2) 19.5 22.5 23.9 39.8 442 17.0 20.2
8. Infiation®
Consumer prices 8.8 8.9 5.5 6.0 9.5 9.5 3.9
Source:  Bank Indonesia. Weekly Reporr.
a/ Official esumates. derived by summing monthly percentage increases in composite consumer pnce index for
27 main provincial cities.
Annex Table A-16. Outstanding bank credits in rupiahs and foreign exchange, 1986-""92

(Billion Rp, end of period)

1986 1987 1388 1989 1990 1991 1992

State banks 17,782 21,676 28,631 39,579 53,524 59,861 68,236
Private banks 5,506 7,462 10,714 18,591 34,975 41,836 42,337
Regional development

banks 166 961 1,196 1,625 2,302 2,616 3,015
foreign banks 1,204 1,406 1,913 3,115 6,177 8,512 9,330
Bank Indonesia 1,144 1,34 1.547 696 718 183 771
Total 26,402 32,852 44,001 63,606 97,696 113,608 123,689

Source:  Bank of Indonesia. Weekly Report.

t United Nations Industnal Development (Organization
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Annex Table A-17. Composition of exports by oil/gas and non-oil/gas products, 1981-1991
as Non-oil/qas Total
Billion Percentage Billion Percentage Billion § Percentage
1981 20.7 82.1 4.5 17.9 25.2 100.0
1982 18.4 82.4 3.9 17.6 22.3 100.0
1983 16.1 76.3 5.0 23.7 21.1 100.0
1984 16.0 73.2 5.9 26.8 21.9 100.0
1985 12.7 68.4 5.9 31.6 18.6 100.0
1986 c. 55.9 6.5 48,1 14.8 100.0
1987 8.5 49.9 8.6 50.1 17.1 100.0
1988 1.7 40.0 11.5 60.0 19.2 100.0
1989 8.7 39.2 13.5 60.8 22.2 100.0
1990 11.1 43.1 14.6 56.9 25.7 100.0
1961 10.9 37.4 18.2 62.6 29.1 1060.0

Source:  Government of Indonesia. Central Bureau of Statistics, Indikator Ekonomi.

© United Nations Industnial Development Organization
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Annex Table A-18.

(Billion $)

Exports and imports by principal product categories, 1981-1991

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
Exports (fob)
Agricultural products 1.57 1.22 1.37 1.53 1.39 1.79 1.67 1.91 1.94 2.08 2.28
Industrial products 2.67 2.47 3.22 3.98 4.2% 4,51 6.67 9.26 11.03 11.88 15.07
Non-oil/gas mining products 0.20 0." g.17 0.18 0.20 0.25 0,23 0.35 0.50 0.04 0.89
Qil/gas 20.06 18.4u 16.14 16.02 12.72 8.?28 8.56 7.68 8.68 11,07 10.89
Others 0.06 0.06 0.24 0.17 0.04 0.02 0.01 0.02 - -
Total 25.16 22.33 21.15 21.89 18.59 14.81 17.13 19.22 22.16 25.68 29.14
lmports (cif)
Consumer goods 0.81 1.24 1.73 0.83 0.38 0.45 0.46 0.47 0.69 0.88 0.96
Raw materials/intermediate goods 10.45 12.59 il1.73 10.48 8.16 8.36 9.47 10.22 11.91 14,89 17.23
Capital! goods 2.02 3.03 2.89 2.57 1.72 1.91 2.44 2.56 3.7 6.07 7.68
Total 13.27 16.86 ¥ 35 13.88 10.26 10.72 12.37 13.2% 16.36 21.84 25.87

Source. Government of Indonesia, Centrad Burcau of Statsties, Indikator Fkononn

0T
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Annex Table A-19.

Direction of trade, 1983-1991

(Million $)
1983 1984 1985 1986 1987 1988 1989 1990 1991

Exports
ASIA 14,137.1 14,355.1 12,398.7 9,674.5 11,384.7 13,066.8 15,232.8 18,091.5 20,206.3
ASEAN 3,476.3 2,487.3 1,982.2 1,514.9 1,703.3 2,079.3 2,429.2 2,515.1 3,196.8
Malaysia 58.0 98.2 76.6 82.3 93.8 184.0 220.1 263.2 341.8
Philippines 241.9 166.1 198.6 108.3 70.6 86.5 149, 160.6 167.7
Singapore 3,127.8 2,125.5 1,625.6 1,238.9 1,449.2 1,653.2 1,817.9 1,902.1 2,409.8
Thailand 48.6 97.5 81.4 83.0 81.2 151.4 234.3 188.5 267.2
Hong Kong 181.7 261.3 348.4 345.2 419.6 554.4 548.7 617.7 703.2
Japan 9.678.2 10,352.5 8,593.5 6,644.1 7,393.3 8,018.3 9,321.2 10,623.4 10,766.8
AFRICA 8.8 139.6 160.4 179.3 150.4 272.0 216.7 199.2 393.9
AMERICA 5,309.9 5,581.3 4,412.6 3.143.5 3,490.8 3,221.5 3,654.9 3,605.0 3,864.5
United States 4,266.7 4,504.7 4,040.2 2,901.5 3,348.6 3,073.7 3,496.8 3,364.6 3,508.5
Canada 28.3 45.7 46.2 59.9 94.4 100.6 107.8 138.5 171.9
AUSTRALIA and OCEANIA 472.5 510.9 229.7 241.7 352.8 324.6 445.7 487.4 666.8
Australia 208.4 275.2 149.2 158.6 309.8 293.3 386.6 403.0 628.0
EUROPE 1,142.6 1,300.9 1,385.3 1,566.0 1,756.9 2,333.6 2,608.8 3,292.2 4,010.9
European Community 952.7 1,036.2 1,113.0 1,339.7 1,541.2 2,151.6 2,338.4 3,028.3 3,742.3
United Kingdom 199.0 167.7 191.4 196.6 212.4 348.8 383.6 516.7 653.9
Netherlands 289.2 331.9 392.0 452.6 493.4 646.3 681.3 723.1 837.6
Germany? 252.4 246.3 254.9 334.2 361.1 455.5 492.9 749.9 907.1
Belgium and Luxembourg 329 62.7 45.3 90.5 109.4 177.0 173.0 209.9 257.7
france 53.1 48.6 70.6 92.9 101.8 164.4 208.9 285.7 385.9
Italy 119.5 167.3 152.0 151.8 174.9 220.5 234.1 276.1 381.5
USSR 50.3 58.7 77.9 52.0 82.4 37.9 99.8 80.9 39.8
TOTAL 21,145.9 21,887.8 18,586.7 14,805.0 17,135.6 19,218.5 22,158.9 25,675.3 29,142.4

(continued)

$31q0 jp2USUDIS
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Annex Table A-19. (continued)
1983 1984 1985 1986 1987 1988 1989 1990 1991
lmports
ASIA 9,992.8 7.679.1 5,305,/ 6,275.2 7,183.1 7,511.2 9,284,1 12,386.6 14,650.3
ASEAN 3.914.8 1,948.0 962.4 1,120.9 1,243.8 1,305.2 1,765.3 2.430.2 2,464.2
Malaysia 60.0 86.2 52.4 50.4 138.9 276.1 369.0 325.7 406.8
Philippines 181.6 15.0 23.0 28.2 B?.4 6.4 63.0 649.4 81.1
Singapore 3,464.5 1,791.4 839.1 968.8 946.8 895.5 1,122.2 1,271.4 1,698.%
Thailand 208.7 55.4 47.9 72.1 15,4 96.1 209.6 183.4 217.%
Hong Kong 64.8 85.9 52.3 345.2 419.6 554.4 548.7 617.7 103.2
Japan 3,793.1 3,302.7 2.644.4 3,128.2 3,596,1 3,385.6 3,766,7 5,7299.9 6,326.9
AFRICA 134.8 171.4 160.3 102.9 153.? ?201.1 702.1 170.4 195.0
ANERICA 2.849.1 3,017.4 2,109.5 1,871.0 1,928.8 2,233.4 2,982.9 3,445,5 4,348.3
United States 2.533.7 2.559.9 1,720.9 1,482.4 1,415.1 1,23%.7 2,212.9 2,520.1 3,396.9
Canada 186.0 318.8 198.1 214.3 303.0 274.1 310.5 406.8 354.3
AUSTRAL 1A and OCEANLA 374.7 450.? 529.3 484.7 542.4 674.6 1,022.7 1,300, 1,495.6
Australia 402.3 372.0 460.5 413.4 462.7 578.4 924.8 1,186,0 1,377.9
EUROPE 2,900.4 2.564.0 2.074.3 2.235.5 2.,878.3 3,049.% 3,237.% 4,8/8,3 5,650.8
turopean Community 2,241 2.061.9 1,706.2 1,795.5% 2,352.5 2,509.8 2,575.3 4,060.8 4,704.?
United Kingdom 364.4 297.? 300.4 3at.7 324.8 339.9 359.6 439.8 602.7
Netherlands 2%7.3 266,1 7215.1 189.3 316.1 258.4 247,17 550.3 505.0
Germany® 741.4 820.1 677.1 719.1 836.0 886.6 920.4 1,501.7 ?,061.7
Belgium and luxembourg 123.8 101.8 100.7 88.% 142.0 148.6 167.1 ?23?2.3 ?531.7
france 591.1 43i.9 784.4 280.7 392.0 464.8 406, 1 613,1 543.8
1taly 124.7 113.? 101.4 143.7 236.7 247.6 348.2 409.7 535.8
USSR 24.9 12.1 1.3 5,2 15,5 45.4 50.8 53.4 47.%
TOTAL 16,351.8

13,882.1 10,259.1 10,969.3

17,685.8 13,669.8 16,729.3 22,181.5 36,340.0

Source Government of Indonesia, Central Burcau of Statsties, fnakator Ekononn

a/ Federal Republic uf Germany until 3 October [990
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Annex Table A-20.
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¢ United Nations Indusinal Development Organization
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100.0
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Federal Republic of CGiermany until 3 October 1990
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Annex Table A-21.

Balance of pavments, 1985-1991

(Billion §)
1985 1986 1987 1983 1989 1996 1991
Merchandise: Exports fob 18.5 13.3 ir.2 18.3 23.0 23.8 29.3
Merchandise: Imports fob -12.7  -11.9 -12.% -13.8 -16.3 -21.5 -24.6
Trade balance 5.8 2.1 1.7 5.7 6.7 5.3 i.8
Services: C(redit 0.8 0.8 1.1 1.3 1.9 2.5 2.9
Services: Debit -5.1 -4.3 -4.3 -3.5 -5.4 -6.1 -6.5
Income: Credit 0.8 0.7 0.6 0.5 0.6 0.2 0.6
Income: Debit -3.3 -1.8 -3.2 -3.% -3.1 -5.6 -6.1
Invisibles balance® -7.7 -6.3 -6.8 Nt -7.8 -8.3 -8.9
Current account balance -1.9 -39 -2.1 -1.4 -1.1 -3.0 R
Source:  Imternanonal Monctary Fund. Internanonal Financial Stansnes, Februan 14993
a; Including private and official transfers.
Annex Table A-22. External debt. 1980-1990, selected years
(Miliion $)
1980 1985 1986 1987 1988 1989 1950
Total debt stocks 20,944 36,673 42,973 52,080 52,775 54,637 67,908
Long-term debt 18,169 30,578 36.456 45,004 35,425 46,054 54,379
Public and publicly
guaranteed 15,027 26,768 32,628 40,899 41,249 41,208 34,974
Private non-guaranteed 3,142 3.810 3.828 3,105 4,176 4,849 9,405
Use of IMF credit - 46 51 716 623 608 494
Short-term debt 2,775 6,049 6,466 6,360 6,727 7,975 13,035
Total debt flows
Disbursements 3,246 4,285 $,958 7,041 7,298 8,028 10,148
Long-term debt 3,246 4,285 4,958 5,435 7,298 8,028 10,148
IMF purchases - - - 606 - - -
Principal repayments 1,632 3,421 3,317 4,104 5,283 5,213 5,274
Long-term debt 1,632 3,036 3.317 4,104 5,226 5,312 5,117
[MF purchases - 385 - - 56 - 157
Net flows on debt 1,613 1,505 2,057 2,832 2,382 4,063 9,934
0f which short-term debt .. 641 417 -106 367 1,248 5,060
Interest payments 1,452 2,505 2.894 3,221 3,572 31,739 3, an
Long-term debt 1,182 2,028 2,388 2,617 2,920 2,952 3,021
IMF charges - 19 4 22 41 51 59
Short-term debt 270 548 502 582 511 127 798
Net transfers on debt 161  -1,090 -836 -390 -1,190 332 6,057
total debt service 3,084 6,017 6,211 7.325 8.855 8,944 9,151
Long-term debt 2,814 5,064 5,705 6,721 8,146 8,165 8,137
IMF purchases and charges - 405 4 22 98 51 216
Short-term debt
(interest only) 270 548 502 582 611 127 198

Source.  World Bank. World Debt Tables 1991-92

¢ United Nations Industnal Development Organization
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Annex Table A-23. Approved private investment, 1981-1992*/
Foreign investment ODomestic investment
(Million §) (Billion Rp)

1981 1,091 1,691
1982 1,397 1.949
1983 2,882 7,005
1984 1,107 1,949
1985 859 3.750
1986 826 4,417
1987 1,457 10,265
1988 4,482 14.238
1989 4,719 19,439
1990 8,751 55,278
1991 8,778 41,085
1992 10,313 29,342

Source:  Government of Indonesia. Nat:onal Investment Coordinating Board (BKPM).

af Figures refer to intended capual investments outside the oil/gas and financial sectors. and represent onginal
approvals plus approved expansions minus cancellations.

€ United Nations Industnal Development Organization
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Anncx Table A-24.

(Billion Rp)

I31C

311 food products

32 tood products

313 Beverages

314 Tobacco

321 Textiles

322 Garments

323 Leather products

324 footwear

33 Wood products

332 Furniture

341 Paper products

342 Printing and publishing
351 Basic chemicals

382 Other chemicals

35% Rubber products

356 Plastics

361 Pottery and china

362 Glass products

363 Cement

364 Structural clay products
369 Other non-metallic minerals
7t Basic metals

3s1 Metal products

38z Non-electrical machinery
383 tlectrical equipment

384 Transport equipment

385 Professional equipment
390 Miscellaneous

Total

Light industry®™
Heavy processing ’
Heavy engineering

Source

@
b

1980 1981
7032 208.1
32.7 43.4
3.1 39.0
406.7 473.5
263.5 287.8
a.1 15.6
3.4 a.7
16.4 9.9
149.8 201.0
3.6 3.9
31.9 19.9
31.3 36.1
91.4 189.4
151.3 168.3
107.6 91.1
15.5 18.4
5.1 6.8
22.5 43.4
120.8 145.8
3.0 a.3
1.3 1.4
6/.0 79.%
8.2 85,7
33.4 42.9
112.6 125.9
136.1 211.8
1.4 0.7
8.3 8.1
2.130.0 2,722.3
1.278.1  1,530.5
494.2 648.8
3422 533.1

Manufucturing value added by ISIC, 1980-19%0

[
~
w

— ~
NOOC DV En o

-
-~ W

NN BB OOB— VDL LNV~

N AN HBCUC OV NNV

o

13%.3

Government of Indoncaia, Contral Burcau ol Stabistios, Seainek fiddisan

Census

20

[ -3
TR C— W tS O U

~

3,319.5
1,68%.4
843.0
51,1

1,296.2
635.?

U

R

193.9
84.8
823.2
162.5
117.4
14.9
33.9
680.0
20.0
1272.5
102.3
474,09
430.8
364.4
194, 4
26,7
109,0
254.3
18.4
18.8
%20.7
308.6
84.0
212.5
36/.8
4.3
26.6
1,203.7
4,1490.%
1,975.9
1,037.3

1986

7193 T899

298.1
48.0
1,0/6.0
1,046.8
162.4
29,5
a1.7
912.6
6.7
109.8
173.1
a50.8
a41.2
763.4
117.9
31.6
17.?
260.5
72,2
5.9
109,94
136.0
68.?
262.0
408, /
4,0
3.1
B8,343.4
14,9994
2,175.0
1,168.8

1,303.9
3.3
209,1
174,72
560.6
523.0
331,72
160.9
33,5
17,0
313.8
20.7
20,4
1,078.9
4710
99.6
271,10
6433
5.8
30,0
10,238.3
b, 9HY, /
2.811.1
1,441.%

1088

S 1,109,4

377.3
1417
1, 386.6
1,240.8
270.1
?74.0
1?.8
1,684,8
53.4
YA
21721
129.9
63?2.5
LYL W)
186.5
48.6
16,0
317.6
24.%
KR
1,050.2
699.0
175.9
87,5
/58.8
8,7
1.5
17,646.5
7,481.0
3,783,)
1,8/9.8

1989

1,759.5
134.,5
1727

1,764,3

2,118.8
427.2

23.4
144.3
7,164.6
6.8
410.]
736,17
713.8
696.,1
186.6
275.)
1%.2
87,/
3172.6
76,9
39.49

1,400.1

1,115.3
16/.4
450.7

1,168.7

1.4
99,7
16,919.3
10,1840
1,d4722.4

?.912.9

Defined as follows  hght industry - ISTC 31,32, 33 32,358,356, 39 heavy processing industny - INTC 31 IS 352 30, 370 heavy engineenng indusiry - ISIC W

1990

2,/94.9
647.2
193,3

2,291,1

2,374.9
477.8

16,1
341.4

?,487.9
209.1
820.8
765.0

1,204.9
929.%
8/1.7
395.0
128.6
18,7
hi4.3

29.1
85.0

7.,0726.5
100.7
784.8
609.9

1,4%06.5%

16.0
111.0
77,830.3
13,831.9
5.877.1
3. 171.4

$2]QD ] 1PINSIDIS
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Annex Table A-2S.

Value of gross output by ISIC, 1980-1990

(Bilhon Rp)

[ T - TUUTI080 TU 1981 T 14987 983 7 1684 7198 1986 1987 19887 1989
311 Food products 87075 1,0%6.2 1,180 71,4059 T1,706.2 0 3,005.1 7326107 74,2246 75,3976 6,380.6
312 food products 143.1 200.6 226.8 316.? 423.7 738.9 g952.6 1,202.1 1,5%%.3 2,210.4
313 Beverages 8.8 97.2 124.6 156./ 177.6 735.4 260.2 310.3 408.,4 454.8
I Tobacco 1,204.0 1,548.2 1,720.1 1,974,3  2,396.4 13,293.9 3,037.1 3,%86.8 3,670.6 5,770.0
Br4} Textiles 841.3 939.2 1,005.0 1,138, 1,660.2 2,388.4 3,021.6 3,890.5 4,969,0 /,1%6.1
322 Garments 28.7 48.7 78.5 115.3 169.1 346.5 430.7 599.0 874,2 1,259.7
323 Leather products 18.4 21.4 24.0 28.3 15,7 47.3 61.7 1.1 119.3 131.2
324 footwear 31.3 31.6 33.7 46.? 56.9 74.3 81.9 93,7 175.3 303.4
331 Wood products 3’6.8 503.4 690.0 881.8 1,100.7 1,918.8 2,388.3 3,712.2 5,334.8 6,39%.3
ERY, furniture 8.8 10.3 12.0 16.1 18.8 51.0 64.9 86,0 137.8 700.3
34¢ Paper products 102.5 110.9 136.4 130.4 178.9 413.0 483.5 895.4 1,7288.8 1,681.5
3492 Printing and publishing 89.3 94.3 114.0 132.3 147.1 265.9 412.,2 454.8 565, 1 715.4
351 Basic chemicals 316.0 433.0 %08.8 600.7 733.1 ! 469.4 1,473.1 1,947.8 2,718,1 2,560.0
352 Other chemicals 369.4 463.8 543.7 630.5 120.7  1,217.4 1,394.6 1,6?6.4 2,023.8 2,380.1
355 Rubber products 540.4 507.2 401.2 664.3 829.0 1,321.4 1,237.1 1,908,3 2,7%4.5 2,798.7
356 Plastics 1.2 99.8 113.3 152.0 237.4 498.4 543.6 797.6  1,109.9 1,352.7
361 Pottery and china 12.4 15.1 24.0 79.8 37.1 68.1 7133 88.9 133.5 191,0
362 Glass products 48.1 78.5 8r.9 113.3 122.6 218.8 ?33.7 280.3 3o1.0 345.4
363 Cement 236.5 257.4 302.7 408.4 447.) 193.7 831.9 954.,2 99,7 1,192.8
364 Structural clay products 5.4 7.8 10.0 11.2 11.? 40.5 48.9 52.0 62.2 12.6
369 Other non-metallic mineratls 3.7 1.5 9.0 12.9 17.9 40.4 4./ 53.6 70,0 81.7
n Basic metals 232.7 249.4 275.6 612.8 980.0 1,151.1 1,418.7 1,880,727 2,65).3 3,685.5
381 Ketal products 285.3 338.7 462.1 521.0 628.8 1,045.8 1,214.4  1,518.% ?72,436.9 3,102,2
382 Non-electrical machinery 81.3 110.4 124.3 124.2 144.1 234.5 202.2 788.2 409.9 %20.4
383 tlectrical equipment 387.1 442.9 508.8 563.9 706.5 924.4 916.8 1,145%.6 1,563.6 2,030.7
384 Transport equipment 402 .8 604.8 147.0 744.8 ax8.1  1,100.8 1,660.9 1,767,1 2,316.3 3,605,3
385 Professional equipment 2.8 2.1 2.5 2.7 3.9 13.7 14,1 23.7 40.9 54.4
390 Miscellaneous 24.6 21.6 28.2 33.3 64.3 B9.6 110.,2 132.0 173.7 289.2
lotal 6,818.4 8,299.0 9,53.4 11,65%7.6 14,613.8 23,026.7 25,877.3 33,491.2 43,752.6 56,974.0
Light industryh/ 4,327.2  5,129.7 5,760.6 7,151.?2 9,043.3 14,295.1 15,863.4 21,068,8 ?27,740,4 35,418.3
Heavy processing“/ 1,331.8  1,620.4 1,898,1 2,%49.9 3,249.2 5,412.4 6,005.% 7,779.3 9,744.4 12,192.6
Heavy engineer'inqh 1,159.3  1,498.9 1,844,7 1,9%6.5 2,321.4 3,319.? 1,008.4 4,743,1 6,767.7 9,313.1
Source Government of Indonesia, Central Burcau of Stsbsties, Stosnnk Dadiesin

a’ Censuy

b Defined as follows: hght industry - ISIC 31, 32, 33, 342, 355, 356, 39 heavy processing industry - ISIC 31, 381, 352, 36, 37, heavy engineering industry - 1S1C W

©1990

N Ot

WO

N~
O
WO WS~

B
0~
— 0D

~
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~
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4,211.1
3,080.6
3,152.7
1,435.3

337.3
399, 1
1,574.5
13.?
205, 1
5,634,2
2,519.2
929.0
2,590.5
4,821.9
50,1
331.7

70,465.5

41,608.1

17,946.7

10,910.7
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Annex Table A-26.

(Thousand persons)

51T

311 Ffood products

312 food products

31 Beverages

J14 Tobacco

321 Textiles

322 Garments

323 Leather products

324 footwear

331 Wood products

R furniture

341 Paper products

342 Printing and publishing
351 Basic chemicals

352 Other chemicals

355 Rubber products

356 Plastics

361 Pottery and china

362 Glass products

363 Cement

364 Structural clay products
369 Other non-metallic minerals
3N Basic metals

381 Meta! products

382 Non-electrical machinery
383 flectrical equipment

ja4 Iransport equipment

385 Professional equipment
390 Miscel laneous

Total

Light industry"/
Heavy industryh’
Heavy engineering’

Sowrce

R
b

Goverament of Indonesa, Centr

Census
Defined ay fonllows

Manufacturing employment by ISIC, 1980-1990

0 Burcan ol Statinhios Stk oo

Bght induste - ISIC 113203 M2, 388356, I, heavy processng indusiny

CISIE ML, 81, 38230, 37 heavy engineening industry - ISIC 38

1980 1981 1987 198Y 1984~ T 1985% 1986 1967 1988 1989 1990
123.%5 121.7 1211 176.3 126.3 710.5 719.7 208.8 748,4 ~ 7489 7741
31.3 34.1 33.9 36.1 39.4 83.9 90,1 100.0 111.6 113.1 122.4
1.3 7.4 7.4 8.3 8.6 11.4 11.8 11.8 13.2 12,5 12,7
159.3 1577 161.1 168.0 167.8 205.1 199.0 202.7 204.7 214.) 206.2
232.1 234.8 ?233.1 226.5 240.4 298.7 310.2 326.? 354.2 397.7 416.4
15.7 20.2 24.1 29.4 35.9 69.7 66,1 9.7 107.% 129.5 243.1
3.1 2.8 2.9 3.1 3.2 4.4 4,0 4.3 5.8 6.9 13,0
7.6 1.% 6.4 6.3 6.8 8.9 8.7 8.7 15.8 25.7 59,6
59.2 65.9 91.4 113.0 166.3 169.3 168.6 196.4 276.8 317.4 326,13
5.8 5.3 5.5 5.9 5.7 12.6 12.9 14,4 ?1.9 76.4 19.9
11.9 13.2 14.5 14.3 13.8 1.6 25.7 26.5 30.% 3.1 43,3
20.0 21.2 22.8 72.1 21.9 35,4 37.4 35.5 37.9 39.0 41.6
13.9 16.6 20.5 20.9 23.1 36.9 36.3 36.2 39.5 1.3 50.4
41.0 as./ 49.6 LY 5.1 68.1 68.2 69.3 75.1 6.7 84.6
37.0 38.4 8.1 38.4 40.0 94.? 90.6 86,1 119.8 128.3 165.9
17.8 20.5 24.3 29.1 31.1 49,4 50.3 53,1 6?./ 0.7 82.1
6.8 7.4 8.2 9.4 10.3 12.3 1.9 12,6 16,2 17,1 ?23.7
8.9 9.5 10.? 10.1 9.8 10.4 10.1 10.8 1.7 12,3 14,1
20.0 21.9 22.0 74.4 23.6 4.7 29.5 31.4 33.8 34,4 15.4
8.0 8.7 9.4 9.0 8.4 23.6 2.4 20.? 22.0 21.9 ?2.6
2.9 2.7 33 3.1 3.5 .8 1.? 1.5 13.3 22.4 18,2
8.8 9.% 10.1 12.9 14.0 15.6 16.9 16.8 19.6 21.7 3./
a1.1 44.0 433 45.3 43.1 59.4 59,1 61.3 68,0 12.8 80.7
12.1 12.7 13.0 12.7 12.8 16.6 16.3 15,45 16,8 19,7 30.6
3.4 38.8 36.9 37.2 16.6 3.6 8./ 39.9 45.% 53,9 59,8
30.0 15.9 2.5 46.1 42.9 9.6 65.1 66.4 69.1 5.1 86.6
1.0 1.0 1.0 10 1.5 2.2 2.4 2.7 2.9 3.5 3.4
5.8 6.6 7.6 7.9 8.6 12.0 13.4 13.6 19.9 22.? 30.6
969.7 1.011.8 1,062.0 1,119.6 1,197.8 1,684.7 1,691.4 1,788.3 2,064.7 2,2%9.2 7,662.0
2.4 744 1191 821.1 901.8 1,274.1 1.282.2 1,371, 1,600,7 1,752.3 ?2,0/5.9
122.4 135.3 142.7 156.13 159.2 ?31.3 227.6 ?31.3 ?61.7 282,27 375.1
121.% 132.4 139, 142.3 136.8 179.4 181.6 1757 207.7 224.6 261,

8L
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Annex Table A-27. Industrial labour force by education, 1976-1990, selected years
{Thousand persons)

1976 1980 1982 1985 1988 1989 1990
No schooling 1,203.4 1,040.0 1,495.2 1,029.7 596.2 174.2 879.2
Not completed elementary school 1,490.3 1,639.9 2,006.4 1,870.2 1,319.1 1,531.6 1,647.6
Elementary school 936.8 1,104.3 1,753.4 1,825.9 2,279.1 2,540.5 2,947.1
Junior High School 206.4 305.5 403.8 523.8 173.5 827.8 1.062.5
General 160.8 232.5 301.9 422.1 659.7 725.1 920.8
Vocational 45.5 13.0 101.9 101.7 113.8 102.7 141.7
Senior High School 117.9 246.1 337.9 499.5 844.0 773.9 1,049.6
General 63.8 124.6 144.8 263.6 502.9 459.5 621.2
Vocational 54.1 121.4 193.2 235.9 341.1 J14.4 428.4
Diploma and academy 9.2 14.1 13.0 27.4 61.3 37.5 64.6
University 4.1 9.9 10.9 19.3 25.4 11.4 42.6
Nc response 0.0 0.9 1.3 0.0 0.0 0.0 0.0
Total 3,968.2 4,360.7 6,021.9 5,795.9 5,898.6 6,496.7 7,693.3
Primary or less 5,.50.6 3,784.3 5,255.0 4,725.9 4,194.4 4,846.2 5,474.0
Secondary 324.3 551.6 741.8 .,023.3 1,617.5 1,601.6 2,112.1
Tertiary 13.3 23.9 23.9 46.7 86.6 48.9 107.2

Source:  Government of Indonesia, Central Burcau of Statistics, Stansnical Pocket book of Indonesia.

€ United Nations Indusinal Development Organization
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Annex Table A-28. Industrial labour force by status and sex, 1971-1989, selected years
(Thousand persons)

1971 1976 1977 1978 1980 1982 1985 1986 1988 1989

Employers and own
account workers 917.7 1,152.6 1,202.5 1,407.0 1,893.2 1,073.5 1,838.8 1,649.6 1,752.3 2,127.1

Male 399.4 601.5 555.3 561.6 985.4 403.5 928.4 754.6 B26.8 991.5

female 518.3 551.0 647.2 B45.4 907.8 670.0 G10.3 894.9 925.51,135.6
Paid employees

and wage

earners 1,559.7 1,599.4 2,390.3 1,935.4 2,228.2 3,938.5 3,094.9 3,105.5 3,366.3 4,009.5

Male 1,037.0 1,079.6 1,491.7 1,248.0 1,440.3 2,481.2 2,023.1 2,113.2 2,250.0 2,616.9

Female 522.8 519.8 898.6 687.4 787.91,457.31,071.9 992.3 1,116.3 1.392.5

Family workers 475.2 805.4 578.0 513.2 534.41,010.0 858.5 B841.4 878.11,198.3

Male 93.9 201.0 149.7 125.9 145.4 254.2 216.0 219.6 225.1 316.9
Fenale 381.4 604.3 428.4 387.2 389.1 755.8 642.5 621.8 652.9 881.4
Others 0.0 2.7 0.5 0.0 24.2 0.0 3.7 9.5 0.0 0.0
Male 0.0 0.5 0.0 0.0 13.0 0.0 2.6 7.5 0.0 ¢.C
Female 0.0 2.2 6.5 0.0 11.2 0.0 1.1 2.0 0.0 0.0
Total 2,952.6 3,560.1 4,171.3 3,855.6 4,680.1 6,021.9 5,795.9 5,606.0 5,996.7 7,334.9
Male 1,530.2 1,882.7 2,196.6 1,935.5 2,584.2 3,138.9 3,170.1 3,094.9 3,302.0 3,925.:
Female 1,422.4 1,677.3 1,974.7 1,920.0 2,09%.9 2,883.1 2,625.8 2,511.0 2,694.7 3,40%.%

Source: 11O, Yearbook of |.abour Stanstics. vanous issuces, Table 2\

¢ United Nations Industnal Development Organization
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Annex Table A-29. Labour productivity (MVA per employee) by ISIC, 1980-1990
(Million Rp)

ISIC 1980 1981 1982 1983 1983 1985 1986 1987 1988 1989 1990

i Food products 1.6 2.4 2.5 2.7 3.0 3.5 3.3 3.6 3.8 5.1 10.7
312 Food products 1.0 1.3 1.3 i.6 2.4 2.3 3.3 3.1 3.4 6.5 5.3
313 Beverages 4.4 5.3 7.2 9.4 8.2 7.4 8.3 9.8 10.7 9.8 15.3
314 Tobacco 2.6 3.0 3.1 3.4 4.2 3.0 5.4 6.6 6.8 9.2 1l1.1
321 Textiles 1.1 1.2 1.5 1.5 2.4 2.6 3.4 3.4 3.5 5.3 5.6
32¢ Garments 0.6 08 1.3 1.5 2.0 1.7 2. 2.2 Z.5 3.3 3.4
323 Leather products I.1 1.7 2.7 3.2 5.3 33 7.3 3.3 3.2 3.5 59
324 Footwear 2.2 1.3 1.9 3.5 36 1.8 4.8 5.1 3.6 5.7 5.7
33t Wood products 2.5 3.1 2.7 2.6 1.9 3.0 54 6.6 6.1 6.8 /b
332 Furniture 0.6 0.7 0.8 1.0 1.3 1.6 2.1 2.2 2.3 2.9 2.6
331 Paper products 2.7 1.5 2.0 1.8 2.9 &.7 4.4 7.9 12.3 12.0 19.0
342 Printing and

publishing 1.6 1.7 2.0 2.1 2.7 2.9 4.6 3.9 56 6.1 6.1
351 Basic chemicais 6.6 11.4 10.2 9.9 10.8 12.9 12.6 1i5.5 18.5 8./ 23.9
352 Other chemicals 3.7 3.7 3.8 3.7 52 6.3 6.5 7.5 8.4 6.1 11.0
355 Rubber products 2.8 2.4 2.4 3.2 3.3 1319 2.9 3.4 48 6.1 573
356 Plastics 0.9 0.9 1.0 1.3 2.2 3.9 2.3 3.0 3.0 3.2 4.8
361 Pottery and china 0.7 0.9 1.1 1.2 1.3 2.2 2.7 2.7 3.0 4.2 5.4
362 Glass products 2.5 4.6 3.9 4.5 4.9 10.3 11.6 6.7 6.5 7.1 8.3
363 Cement 6.0 6.6 58 6.2 7.0 /.3 8.8 0.6 9.2 9.1 15.1
364 Structural clay

products 0.4 0.5 0.5 0.6 0.6 0.8 1.0 1.0 [.1 1.2 i.3
369 Other non-metallic

minerals 0.5 0.5 0.9 1.7 1.9 2.4 3.6 3.9 2.5 1.6 3.7
371 Basic metals 7,6 8.4 6.7 15.6 35.3 33.3 42.0 61.1 53.% 66.0 61.9
181 Metal products 1.8 1.9 3.1 3.4 4.1 5.2 5.7 6.9 10.3 15.3 8./
382 Kon-electrical

machinery 2.8 3.4 4.0 3.8 4.8 5.1 4.2 6.4 /.5 8.5 9.4
333 flectrical equipment 3.0 3.2 4.4 3.6 4.1 6.3 6.5 6.8 6.3 8.5 10.?
384 Iransport equipment 4.5 /.7 5.1 4.6 5.8 6.4 7.8 9.7 11.0 15.4 17.4
385 Professional

equipment 1. 0.7 0.9 1.0 1.1 2.0 1.7 2.1 3.0 3.2 4.8
390 Miscellaneous I.a 1.2 1.3 1.2 1.9 2.2 2.6 2.9 2.9 4.5 3.6
fotal 2.2 2.7 2.8 3.0 3.7 4.3 49 5.7 6.1 7.5 8.6
Light industry” 1.8 2.1 2.2 2.4 2.8 3.3 3.9 4.4 47 5.8 6.
Heavy industry” 5.0 4.9 4.6 5.4 8.1 8.5 9.6 12.72 12.5 13.5 18.1
Heavy engineering” 2.9 4.0 4.1 3.9 4.6 58 6.6 7.8 9.3 13.0 12.0
Sowrce Government of Indoncesia Central Burcau of Statistios, Saazenh Induason
i@ (cnsus
h Defined as tollows hight industn - ISIC 31032033 342035535039 heavy processing industn ISIC 34138

382 36 37 heavs engineerning industn - ISIC 38

¢ United Nations Industnial Development Organization
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Annex Table A-30.

Wages and salaries by ISIC, 1980-1990
(Billion Rp)

ISIC 1980 1981 1987 198597 1986 1987 1988 1989 1990
311 Foud products 60.8 72.9 89.5 210.6 227.1 274.8 318,0 416.9 462.0
312 food products 10.6 14.6 18.0 59.5 71.7 85.1 105.9 117.7 152.6
313 Beverages 8.3 8.6 8.7 18.4 20.6 21.8 27.2 31.0 1.2
314 Tobacco 33.6 39.3 58.5 85.9 104.5 109.6 92.5 143.4 176.3 200.1
321 Textiles 17.2 98.5 110.3 144.9 206.7 236.1 264.3 335.2 415.9 495,6
322 Garments 4.9 8.4 12.1 . 24.9 51.0 51.1 70.5 99.5 137.8 288,1
323 Leather products 1.1 1.2 1.5 1.9 2.6 3.4 3.1 4.0 5.8 7.5 14.6
324 Footwear 3.3 5.5 6.0 7.3 8.8 10.6 10.7 12,5 25.1 36.1 212.5
3 Wood products 1.2 38.4 72.3 93.8 117.6 170.3 199.9 258.0 382.9 495,2 564.4
332 Furniture 2.4 2.3 2.8 3.7 4.0 10.3 11.4 13.8 21.7 29.6 88.5
341 Paper products 7.5 10.6 12.8 13.6 15.0 27.2 30.6 37.9 49.2 69.9 101.3
342 Printing and publishing .1 14.5 18.8 21.6 27.4 51,2 68.8 73.0 83.5 92.8 111.1
351 Basic chemicals .1 21.5 32.6 2.7 50.0 115.7 109.5 120.2 140.9 178.0 241,1
352 Other chemicals .1 45.1 62.8 76.2 85.7 138.5 143.6 170.7 210,7 212.7 268,7
355 Rubber products .6 24,2 28.9 34.0 44.5 93.9 86.0 139.1 181.7 197.7 266.9
356 Plastics 6.0 8.6 11.5 16.0 20.1 35.8 44.4 54,3 61.0 74.6 97.5
361 Pottery and china 2.5 3.6 5.1 6.4 7.2 11.1 10.8 13.4 18.9 22.4 35,7
362 Glass products 5.7 9.3 12.0 14.0 14.7 17.5 18.3 20.7 23.7 27.3 34,9
363 Cement 14.9 21.1 26.8 32.1 37.8 49.6 49,7 57.6 67.6 68.9 82.9
364 Structural clay products 1.6 2.0 2.6 3.2 2.9 9.2 9.8 9.5 11.0 13.0 14.5
369 Other non-metallic minerals 0.8 1.0 1.7 1.9 2.6 6.3 6.9 7.5 11.6 12.7 22.1
n Basic metals 8.9 9.2 11.3 20.5 27.0 28.8 48.9 43.9 716.1 9].4 128.9
381 Metal products 21.3 28.1 35.0 41.7 43.7 81.3 84.8 90.8 129.6 134.0 158.3
382 Non-electrical machinery 8.1 10.2 10.7 13.2 15.1 20.8 23.2 27.6 36.7 46.0 77.9
383 Electrical equipment 24.3 29.3 33.8 39.5 46.7 62.3 57.9 67.5 88.8 106.0 149,2
384 Transport equipment 27.5 38.4 57.4 69.2 73.1 105.3 139,5 131.7 158.3 199.0 261.1
385 Professional equipment 0.4 0.4 0.5 0.5 0.7 1.8 2.2 3.4 3.7 4.] 5.6
390 Miscel laneous 2.0 2.6 3.5 4.1 6.2 e.? 11.8 14.1 18.2 28.3 36.6
Total 448.8 569.3 147.2 914.0 3.4 1,710.2 1,888.1 2,180.3 2,836.1 3,442,1 4,606.0
Light ino‘ustry"/ 274.1 339.6 . 539.4 0 1,034.9 1,152.3 1,377.8  1,809.3 2,256.4 3,023.7
Heavy industryb/ 93.1 123.3 242.9 403.9 428.1 481.5 609.7 696.4 930.2
Heavy engineering 81.6 106.4 179.4 271.4 307.6 321.0 417.1 489.3 652.0
Source.  Government of Indoncsia. Central Bureau of Statistics, Swrasnk Indusir,

a/ Census.

b/ Defined as follows: light industry - 1S1C 31, 32, 33, 342, 385, 356, 39; heavy processing industry - ISIC 341, 351, 352, 36, 37; heavy engineenng industry - ISIC 38,

Ya YA
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Annex Table A-31. Gross profits by ISIC, 1980-1990

(Billion Rp)

I [ I T i} 1981 7 19827 1981 1984 19857 1986 1987 1988 1989 T 1990
nm Food products 142.4 225.2 217.6 235.9 261.1 561.1 49721 554.9 881.4 8435 2,3129
312 Food products 22.1 28.8 27.0 37.4 66.3 134.3 226.4 227.9 271.4 616.8 494.6
313 Beverages 23.7 30.4 44.5 66.8 65.6 66.4 77.4 92.9 114.5 91.7 160.1
314 Tobacco 373.2 434.2 440.% 491.6 626.1 718.6 966.4 1,246.7 1,243.2 1,%88.0 2,061.0
321 Textiles 186.2 189.3 228.8 223.9 421.2 555.8 810.7 848.6 905.6 1,702.9 1,920.3
322 Garments 4.2 7.2 20.4 27.0 45.9 66.4 111.3 107.0 170.6 289.4 539.6
323 Leather products 2.2 3.5 6.3 8.0 14.6 11.5 26.4 10.3 18.1 15.8 61.4
324 footwear 13.1 4.4 6.2 15.0 15.5 23.3 31.0 31.5 ar.7 108.2 128.8
331 Wood products 118.6 162.6 170.3 196.2 195.8 509.8 712,7  1,045.9 1,301.,9 1,669.4 1,918.4
332 Furniture 1.2 1.6 1.8 2.4 3.4 9.8 15.3 17.4 1.7 7.2 120.6
341 Paper products 24.4 9.3 16.7 11.5 25.1 95.3 79,2 171.2 326.6 340.2 719.5
342 Printing and publishing 19.1 21.6 21.7 26.2 31.7 51.1 104.3 101.2 129.2 143.9 154.5
351 Basic chemicals 74.3 167.9 176.4 163.1 199.0 359.1 347.2 440.4 589.0 595.9 963.8
352 Other chemicals 117.2 123.2 125.1 117.8 189.2 292.3 297.6 352.2 421.9 483.4 660.8
355 Rubber products 82.0 66.9 62.7 89.4 88.1 270.5 177.4 192.0 393.7 488.9 604.8
356 Plastics 9.5 9.8 12.9 21.3 47.1 158.5 73.6 106.6 125.5 150,7 297.5
361 Pottery and china 2.6 3.2 4.0 5.2 6.6 15.5 20.8 20.1 29,7 52.7 92.9
362 Glass products 16.8 34.1 27.4 30.9 33.6 91.4 98.9 52.0 52.3 60.4 83.3
363 Cement 105.8 124.7 102.0 118.5 126.9 204.7 210.8 276.,2 244.9 243, 451.4
364 Structural clay products 1.4 2.4 1.8 1.9 2.5 9.3 12.4 10.6 13.5 13.9 14.6
369 Other non-metallic minerals 0.5 0.5 1.4 3.3 4.0 12.5 19.0 22.0 2.1 271.? 62.8
371 Basic metals 58.1 70.3 56.4 180.1 466.3 492.0 661.0 984.9 9/4.1 1,308,7 1,892,7
381 Metal products 52.9 57.6 100.3 112.7 130.8 721.3 251.2 330.9 569.4 981,3 542.0
382 Non-electrical machinery 25.3 32.7 41.6 35.4 45,7 63.2 45.0 12.0 89,2 121.4 210.9
383 Electrical equipment 88.3 96.6 127.6 94.2 103.3 210,2 194.0 203.6 198.7 3441 460.7
384 Transport equipment 108.7 239.4 169.4 144.2 175.2 ?62.5 369.2 511.7 600.5 969.7 1,245.5
385 Professional equipment 1.1 0.3 0.4 0.5 0.8 2.5 1.8 2.3 4.9 7.2 10.3
390 Miscel laneous 6.4 5.5 6.0 5.1 10.3 17.9 22.3 24.8 39.3 71.0 74.4
Total 1,681.2 2,153.0 2,223.1 2,465.5 3,401.9 5,493.5 6,455.3 8,058.1 9,810.4 13,477.3 18,224.4
Light industryh/ 1,003.9 1,190.9 1,272.5 1,446.1 1,892.8 3,155.6 3,847.2 4,607.9 5,673.7 7,927.6 10,808.2
Heavy industryh/ 401.1 535.5% 511.2 632.5 1,0%3.3 1,572.0 1,746.9  2,329.7 2,674.0 3,126.0 4,946.9
Heavy engineering - 276.2 426.7 439.4 387.0 455.8 765.8 861.2 1,120.% 1,462.8 2,432.6 2,469.3
Source:  Government of Indonesia, Central Bureau ol Statsties, Seeenek s

a/ Census.

b/ Defined as follows: hght industry - ISIC 31, 32,33, 3420385, 356, 3% heavy processing industry - ISIC M1, 351, 352, 36, 37, heavy engineenng indusiry - JSIC 3R
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Stanistical Tables

Annex Table A-32. UNIDQ’s approved and/or operational technical cooperation projects
Project title Project Number
Assistance in the implementation of Indonesian industrial standards in DP/INS/89/001%

small- and medium-sized industries {see also TF/INS/89/001)

Integrated entrepreneurship cum technology development of small-scale 0P/INS/89/002%
rattan industry

Institution of preventive maintenance systems in industry DP/INS/88/024
Rehabilitation and improvement of production operations of industries DP/INS/88/009%
under local government control (see also TF/INS/89/002)

Assistance to P.T. Barata [ndonesia towards improved plant operations DP/INS/88/018%
{continuation of DP/INS/87/004)

Establishment of a machine tocl design and development centre (MTDDC) DP/INS/88/030%
Diagnostic survey of the oleo-chemicals industry in Indonesia US/INS/90/010
Assistance to the Capital Investment Co-ordination Board (BKPM) DP/INS/83/021
Pre-investment studies for ASEAN support industries: market studies US/INS/89/040

for three selected industrial sectors

Bankable feasibility study for the erection of a second generation US/INS/91/183"/'
integrated steel mill in West or fast Java

Source:  UNIDO. 10/DDG/IPCM.

a/ Large-scale project ( = total allotment $150.000 or above).
b/ Total allotment $1 million or above.

© United Nations Industrial Development Organization
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236 Industrial, Trade and Scrvices Associations

INDUSTRIAL, TRADE AND SERVICES ASSOCIATIONS

Adhesive Matenials & Glues/Perekat-Bahan

ASOSIASI INDUSTRI FORMALIN &
THERMOSETTING ADDESIVE

The Assoaaton of industral Formalyn &
Thermoseting Addesix

* Grahe Pumayudha Lt 6
Jalan Sudirman 50
JAKARTA 12930
Tp : 520 7772
Tk : 62191
Fax : 513 441

Advertising Agencies/Periklanan

PERSATUAN PERUSAHAAN PERIKLANAN
INDONESIA
Indonesan Assocaton of Edvertising Agencies

e Gedung Dewan Pers L1 7
Jatan Kebon Sinh 34
JAKARTA 10110
Tp : 372 880

Aircralt Services/Pesawat Terbang - Servis

INDONESIAN NATIONAL AIRCRAFTERS
ASSOCIATION

e Jalan Haysm Wuruk 4 JX
JAKARTA 10120
Tlp 351 434, 366 952

Alcohol ~ Spirits/Alxohol — Spirtus

ASOSIASI ALKOHOL & SPIRTUS
Association of the Alcohol Facturers

o Jaian KH Fachrudin 14
JAKARTA 10160
T : 358 852.3
Th : 46206 GULA IA
Fax : 358 851

Aluminium/Aluminium

FEDERAS! INDUSTRI ALOMINIUM
INDONESIA
Federauon of indonesuan Aluminium industry

* d/a Aprobal
Jalan Pinangsia Timur 50
JAKARTA 674 496

Aluminium Products/Aluminium Barang

ASOSIASI PRODUSEN BARANG ALUMINIUM
INDONESIA
Alumsvum Goods Manufaclurers Associston

* Jalan Pinangsi Timur 50
JAKARTA 11110
Ty : 674 496

Appraisal Services/Penilal, Jass

GABUNGAN PERUSAHAAN PENILAI
INDONESIA
A | Services Associati

* Jalan Bakkpapan V96
JAKARTA 10150

Bags/Karung

ASOSIAS! PRODUSEN KARUNG INDOMNESIA
Indonesan Bag Producer Assocauon

« Jalan Biora Mo. 21
JAKARTA 10310
T : 331 407

Asbeston Cement/Asbes Semen

ASOSIAS! PABRIK ASBES SEMEN
INDONESIA
Asbesios Cement Assocuation Manulactunng

* d/a PT. Harflex Jays
Jalan Dasn Mogot Km 17,3
JAKARTA 11730
Tip : 610 208
T : 41396 PT DHI IA
Fax . 612 950
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Coffec’Kopi

ASOSIASI EXSPORTIR KOPY INDOMESIA
Assoastor of indonesan Colfee Esporters

* Jalan Gondangdia Lama 20
JAKARTA 10350
Tp . 342 385. 336. 306

Coldsto.age Kamar Pendingin
ASOSIAS! PENGOSAHA COLD STORAGE
INDONESIA

Assocsuon of indoreuan Tachers & Exporter for
Fohenes

* Jala: {ebon Seth 41
JANARTA 10340
Tp . 373701322 110
Tk - 46433
Fax : (021} 336 978

Concrete — ready mizedBeton-sisp pakai

ASOSIAS! BETON SIAP PAKAI INDOMESIA
Reacy Muwed Concretr sty

* Jalan Pegambwan Raya 5B
JAKARTA 13220

Confectionery & Bakers/Rot & Biskuit

ASOSIAS! INDASTR! ROTI. BISKUIT €& MIE
EBread, Busast & Modde Produces Assoaation

* Jalan Kafibesar T 27
JAKARTA
Tp 679272

Construction-Equipment/Konstruksi Peralatan

ASOSIASI PENGAOSAHA ALAT-ALAT
KONSTRAKS! UYDONESIA
indonesian Constructon Equpment Association

¢ Jasn Piney As 318
JAKARTA 10710
Tip 365 143. 365 263, 365 142

Consultants-Genesal/Konsuitasi mum

IKATAN NASIOMAL KONSULTAN
INDONESIA
Nadonsl A of Indor Consusl

¢ Jalan Bendungen Hilw Reys 29
JAKARTA 10210
Tp 583474 588 577

Consuitsats — Tax/Koasvitan Pajsk

IKATAM KONSULEN PAJAK
Tax Consuskant Assooadon

* Grand Wiays Center F/A62-A
Jalan Waaya It
JAKARTA 12140

Coastractors - Eicctric Works Kontraktor
Listnk

ASOSIAS! KONTRAKTOR LISTRIK
INDONESIA
The Assoaation of indonesan Electncal Contractor

* Jalan Guming Sahan V42
JAXARTA 10410
Tip 380 7969. 380 7970

Contractors - Genersl/Kontraktor Umum

ASOSIASI KONTRAKTOR INCONESIA
indonesian Contractors Assocauon

* Grand Waaya Center O-I
Jatan Dharmawangss Raya
JAKARTA 12160
Tp 7202997

Ci s - G LK Umoum

GABUNGAN PELAKSANA KONSTRUKSI
NASIONAL INDONESIA
Pravonat Contractor Federatson of indonesia

¢ Jaian Rays Pasar Mingqu Km 17 No (1A
JAXARTA 12740
Tip - 798 1670

Contractors Marine Works/Kontraktor Marin
ASOSIAST JASA TEKMIK MARIN (INDONESIA
U Waier £ Manne Contracuon Engneerng
Assocanon

* Prnce Building It Lt 6601
Jelan Jend Sudwman Kav 34
JAKARTA 10220
Tp 584 346, 570 0413, 586 706 ext 1707

Contractor Water Works/Kontraktor Air

ASQSIASI KONTRAKTOR AIR INDONESIA
The Assousuon of Indonesan Water Works
Conractors

* Gedung Inkopel
Jalen Kramat Rays 27
JAKARTA 10450
To 351 412 - S, em 6
337 868

Cosmetics/ Komsetiha

PERSATUAN PERUSAHAAN KOSMETIX
INDONMESIA
indonesian Covmetc Marndacturers Association

* Jalan Septa 68.
JAKARTA 12870
To 829 3%0!

Courter Services'Kunir, Jasa

ASOSIAST PERISAHAAN NASIONAL
PENGIRIMAN € PENGANTAR BARANG
INDONESIA

Navonal Couners Association

* Nemayoran Budding Lt 3312
Jaian Kean Raya 11
JAKARTA 10620
Tp 412404 ext 758
Th 49509

JetergentDeterjen

ASOSIASI PENMGUSAHA DETERJEN
INDONESIA
Assocauon of indonesian Deterger: Factones

* dia PT. UNILEVER INDONESIA
Gedung Menars Dua Lt 6
Jaian HR Rasutw Sext B-9
JAKARTA (2910
Tp : 515 190

Diaro/Di

ASOSIASI PRODUSEN DIAZO INDONESIA
indonesian Darc Maruacturers Assocaion

* Jalan Angkasa 18
JAKARTA 10620
Tip . 413508, 417 121

Dyestufl/Bahan Pewamna

ASOSIAS! PRODUSEMN DYESTUFF
INDONESIA
As30ciau0n of indonesian DyesiwfT Producers

* d/a PT. Hoechst Giegon Komas
Jalan Ahmad Yarw 2
JAKARTA 13210
Tip 489 5467. 489 9564

Electric & Electronic Appliances/Listrik &
Elektronik - Peralatsn

GABUNGAN PERUSAHAAN INDUSTRI
ELEKTRONIKA DAN ALAT-ALAT RUMAH
TANGGA INDONESIA

Bectne & Bectronee Applances Manufacusrer
Assocuabon

* Jalan KH Zsew! Anfin 1.0
JAKARTA 10130
T . 355030, 351 31
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Electrical Equp t Listrih Py

ASOSIASI PRODUSEN PERALATAN LISTRIK
MDOMESIA

Assocston of ndonevuan Eecox imksry

* Gas Mada Plaze L2 2]
Jamn Gaan Mads 19 26
JANARTA 10130
Ty 366070 ext 23G1-2

Eiectro Platting/Sepuh Listnia

ASOSIASI ELEKTROPLATING INDONESIA
Indore st Assocaton

* Jaian Gunung Sehan 92
JAKARTA 10610
Te 316621

Employment Agenoces. Tenaga Kerje

ASOSIAS! PERGSAHAAM PENGERAH
TENAGA KERJA INDONESIA

¢ Jaan Gudang Pelury Bioa U227
SANARTA 12640
Ty 8294170

Fauna-Flora Fauns/Fiora

INDONESIAN WILD LIFE FAUNA € FLORA
TRADE ASSOCIATION

o Jaiar Manggas Sclan 7/F 68
JAKARTA 12860

Fertilgers/Pupuk

ASOSIAS] PRODUSEN PUPUK DAN
PETROKIMIA INDOMNESIA
ndonesian Fetlaers & Pevocherxcal
Marw/ actures AssoCalon

e Umswer Center
Jaian Kapt Tendesn 28
JAKARTA 12710
T 520 4234, 520 4239
T 62287
Far 520 423%

Fertilizes-Agencres: Pupuk Agen

GABUNGAN AGEN PUPUK NMASIONAL
INDONESIA

Associstron of Indonesw Maional Fertduaer
Merudaclurers

« da Curah Misga It PT
Jelan Hayarm Wuruk 1RST
JAFKARTA 10120
Tp 3631 AK1€ 366 280

Fidee Natural Scrat Aiamish

ASOSIASI INDUSTRI TALI SERAT ALAMIAH
Assoasvor: of Natwral Fowe inccsswes

* Jauar KM Hzyywr: Astan Mo 4
JARARTA
Ty 323 80%em 31

Frdre-Matural Kapok'Serat Alormah-Kapuk

PERSATUAN PERUSAHAAN KAPUK
INDOMESIA
Ingoneusn Rapoi Assoxato”

* Jeiss Simpeng Lima
SEMARANG
Ty 318869

Fides, Synthetic Serat Buatan

ASOSIASI PRODUSEN SYNTHETIC FIBER
INDONESIA
Indonesan Synthetxc Fider Makess Associason

¢ Jaun Bendungan Hhir Rayz (S
JANARTA (C210
Te

Fiderglass/'Serat Kaca

ASOSIAS! INDUSTRI FIBERGLASS
INDONESIA
Indonesians Fderglass Manu/aclures ASsocain

d/a Purs Jays Agung Fibergiass
Jatan Crane IL10

JAKARTA 10330

T 327 404.322082. 1337238
Ts 41185

Fax 321367

Fishery. Penkansn

HIMPUNAN PENGUSAHA PERIKANAN
INDOMESIA
Indonesan Fshery Cud

* &3 PT Mina Karuks
Karoks Plazs Ut 1
Jaan MH Thamnn 10
JANARTA 10230
Tg 321 108 em 1427

Fishery/Penikanan

HIMPUNAN PENGUSAHA PERTAMBAKAN
INDOMESIA
Funpond Busenersmen Assonaon

* Jsian Kebon Sinh §7
JAKARTA 10340
Ty 327810 emt 409 305 3243

Flora Bonga-dungaan

ASOSIAS! PENGUSAHKA TANAMAN HIAS
INDOMESIA
COramenia’ Plat Cultioalon Assoviaion

* Jaian Hang Lenrr £ 19
JAPARTA [2:20
Te TIO0LT

Flora - Orcnsds. Bunga - Anggrek

PERHIMPUNAN ANGGREK INDONESIA
ingonesian Orchats Socaety

* Jaan Teman Anggrek
Py Situ Geiora Senayan
SARARTA 10270
s 52e 851

Food & Beverage Makanan €& Minuman

FEDERASI INDUSTR! PENMGOLAHAN
MANKANAR
Seaeauon of Food Provessay indusy

* Jauan Puiomas 31
JAKARTA 132:0
s 489023

Food & Beverage:Makanan & Minuman

GABUNGAN PENGUSAHA MAKANAN €
MINUMAN SELURUH INDONESIA
Assouson of indonesar: Food & Bruerage
Tralers

o Jaan Paniawan Revokss 17-A
JAKARTA 13470
Tip 858 0038

Food & Beverage - Additive Makansn &
Minumaen - Penyedap

PERSATUAN PABRIX mMONOSODIOM
GLUTAMATE € GLUTAMIC ACID INDONESIA
Insonesian Monosodium Giutamate & Ghsarer
Acd Assoaauon

o Jaan Manggs Beser Rays 38 BJ
JAKARTA 11180
Tp 430 481. 643 183

Formica & Meiamine/Formiks & Mciamin

ASOSIASI PRODUSEN LEMBARAN
MELAMINTFORMIKA INDONESIA
indonesian Formuca/Meamune Sheets Manu/sc
turrrs Assocuton

¢ &s PT Axa Indonesia
Jalan MM Themnn 59 Lt 14
JAKARTA 10350
Tip 336 791 336 219
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Forwarding Serveces Easpet:s:. Jasa

GABUMGA™ FORWARDER £ EASPEDIS!
IMDONESIA
Ingoness: Foru e Aaoc.aor

* Jarr e Fna T
Jll_l:'l ::‘v_.

T TITan T Tiiaie

Forwardng Se~vxces Eksped:s.. Jase

PERUSAHAAMN EXSPEDISI MCATAN
KERETA APY
Faiia, Cxyr Epeduon Avouesor

e difa Noge
Jaa- Aamgpng Bencas 1

Footwear Sepatu

GABUNGAN PERINDUSTRIAN
PERSEPATUAN SELURUH INDONESIA
Ingonesis™ Shoes Mt laliues Assw i

* Jaiar Moz Rera~w; Tweer DT 100
JAFARTS [ 435C
Te 653 750¢

Fumiture Permebdelan

ASOSIAS! INDUSTRI PERMEBELAN &
KERAJINANY INDONESLA

Indonesan Fumiure incasiy & Hedera®s
A oraion

o Manggaw Waradraxu v Lo 8
Jawr Gror Suomto
JAKARTA 10270
T 567 888 SICC4¢
Th  4%€3° 46477
Fa 581618 S8} CIT

Furmiture, Office Permebdeian - Kantor

GABUNGAN PRODUSEN ALAT-ALAT
KANTOR DAR! BES!

Offxce Siee Furuiwr Manuda iars Assy aion

* &z nendn Widuono
Jaw~ Ramat i 15
JARARTA 10420
Te 382 344

Gases, Industrai Gas Industn

ASOSIASI PRODUSEN GAS INDUSTR!
INDOMESIA

Assocuaton of indoneudr incusiod Gases
Produrers

¢ Jalsr Mararvjrabas &)
JARARTA [2864)
Te 8943

Givhose Guls

ASOSIASI INDUSTRI GLUKOSA € GULA
INVERS! INDONESIA

Giucose Incessron Sugas Manufactrers
A 3300 0N

* Gmoune Sa~jgadoana
Ja3~ Senen Raye 44
JBmASTA 15200

Ty Jne 128

Hangicralts Kerapnan

ASOSIASI EXSPORTIR € PRODUSEN
HANDIKRAF INMDOMESIA

As3oaabon of indones.an Exotes & Havic -3
Procucers

* caPT Sennat Java
Jen Rawa Tege 112
JAXARTA 13200
Ty 4852009

Heavy Equipment Machiners Alat-aia: &
Mewn Besar

HIMPUNA™ INDUSTRI ALAT BESAR
INDONESIA
Assacalos o indonesiat Meas, Eoupmen:

* &2 PT ™ata Rayva
Wisma Metropoitan V8
Jaian Suermen Kav 29
JAKARTA 12920
T 5780508 578 2313

Hesvy Equipment & Mactunery Alat-diat &
Mesin Besar

PERHIMPUNAN AGEN TUNGGAL ALAT-ALAT
BESAR INDONESIA

Assxianor of Insonesiar redcy Macuaen, Sow
Agents

* Caw Buiding P IV/16
Jaan Gatot Subrote Mav 12
JARARTA 12930
Ty 5i0513
Th 62086 62 126
Far SI006]

Hote: & Restaurant Hotel & Restoran

PERHIMPUNAN HOTEL DAN RESTORAN
INDGMESIA
indoensian Hote! & Restauwran: Assocdtmn

¢ Gedung Mugra Santans Ls 4
Jelan S Parman Kav 7%
JAKARTA 11410
T 5600717
T 45564

iees

IKATAN PENGUSAHA INDUSTRIES
INDONMESIA

RIONERET b Mt iy At

* Jee Besaa

Insurance Asurans:

DEWAN ASURANSI INDOMESIA
Idonesd= s e Cowws

e _aan Vaupatr 35 Bos T MG
SEMARTA (I
Tip 383 208 358327

Iron-Sheet. Gaivarized Seng Lemberan

GABUNGAN PABRIX SENG SELURUM
INDONESIA

ASTOCRLWE € I INERET Lk, BT ST 7 New
Ve

* &2 77 Budaarra
Wismg Ar;z Marirgie LD %
Jalan Gatat Sutenc Rae 10
JARARTA 1293C
Tio S147%¢ S:3778
T 673

Lamp. Kerosene Lampu Texan

ASOSIAS!I PRODUSE™ LAMPL TERAS
INDONESIA
Pressiceld Ree sece amo MroL o0 e

A5 8C1R M

22 FP7 Star Angaavs Meta Fa .
Jaan Paes Roagess

GIRABATA

T Bl 142

Leasing Services Sews Guna, Jase

ASOSIASI LEASING INDONESIA

mdoacsan Leasiry (ompanms Assw il v

* d:a PT Bunas intinama Leasing indnnes
Grdung Bare (mym "taunng L )
Jalan Melgea Rava 10
JAKARTA 12160
Tig 718002 78004 718 0%4
Tis &£7236
Far 718108
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FEDERAS! PERKULITAN YOONESIA
Federatson of Lesthers industry

o Jslan Keselomaan 33
JAKARTA 11130
Ty . 629 2260

* Jaian Ngusem 10
YOGYAKARTA
Ty . 2759

Leather, imitation/Kulit Imitasl

GABUMGAN PABRIK XOLIT IMITASI
SELURUH INDONESIA

indonesun retsvon Lesther Manulacturess
Assoaabon

e Py Biora Lt 9
Jalan Kendal
JAKARTA 10310
Ty . 320 4i4

Leather - Tanning/Kulit - Penyamakan

ASOSIAS! PENYAMAKAN KULIT INDONESIA
ind an Tanners A

* Jelan Kesclamatan 33
JAKARA 11140
Ty : 629 2260

o Jalann Jembetan Dus 44
JAKARTA 14450
Ty 669 1850

MatchesKorek Api

GABUNGAN PERGSAHAAN KOREK AP1
INDONMESIA
Saiety Match Manu/ schrers Assoqatnon

e Gedung Ta 4t 5
JANARTA 12710

To . 511373

Metal Works & Machinery/Industry Logem &
Permesinan

GABUNGAN INDUSTRI  PENGERJAAN
LOGAM & MESIN

Federator of indoncusn Metal Works & Machonoy
Intusines

o GAMMA
Puzs Seistan A-Kav BSA 48
Asera Pekan Rays
JAKARTA 10110
Ty - 377 008 et 2391361

Metais, Scrapp'Besi Tus

ASOSIASI PENGUSAHA LOGAM TUA
MDORESIA
Soapp - ron Traders Assocwston
* Jaian Skp 13
JAKARTA 13230
Tp . 851 282

Mk & Mk Products Suss & Produk Susu

ASOSIAS! INDUSTRI SUST INDONMESIA
M Procexsng ind A

* Jaisn Pulomas Raya 31
JAKARTA 13210
Ty : 489 0230

Mining - Coal/Tambang - Batubars

ASOSIAS] PERTAMBANGAN BATUBARA
INDONMESIA
Indonesar: Coal Mrang Assocabon

® d/s Perumn Tambang Batubars
Jaian Prof. Supomo 10
JAKARTA 12870
Tip . 829 5608 ext. 264. 829 3632
T : 48203
Faz 829 7642

Mining - Macdic'T ambang — Martver

ASOSIAS! PRODISEN MARMER INDONESIA
n Marbie Proc A

* Jalan Bunct Rays 28-8C
JAKARTA 12510
T . 795 6896

Pining - P» -phate/Tambang - Pospst

ASOSIAS! POSPAT INDONESIA
Prospaie Mrang & Indusines Assoaston

* Jsian Sem Ratulang 10
JAKARTA 10350
Ty . 326 607

Mining - Silicste Sands/Tambang - Pasir
Kusrse

ASOSIASI TAMBANG PASIR KUARSA
INDONESIA

*Sdcale Sands Mners Atsoaaton

o Jalsn Matramen Delam V50 A
JAKARTA 10320
Tp : 881 256

Mining - Presious Metais/Tambang - Logam
Mulis

ASOSIAS! LOGAM MULIA INDONESIA
indonesian Precrous Metals Assocalon

* d/s lr. Rachman W.
PN Timeh
Jalan Getot Subroto Kev. 49
JAKARTA 12950
Tip . 512 955,510 73§

Mency Ohaagers/Vaiuta Asing. Podageng
ASOSIAS! PEDAGANG VALUTA ASING
n Money Changers A

* Jolan Stan Syetwew 1-CF L2 )
JAKARTA 10350
Tp . 323 303 324 697,332 739 ext. 18

Motor Car ~ Mamulactirers/Kendazasm

GABUNGAN AGEN TUNGGAL € INDUSTRI
KENDARAAN BERMOTOR INDONMESIA
Assooaeon of indonesan Automotue indusines

o Jalan HOS Colgoemunoto 6
JAKARTA 10350
T . 332 100

Motor Car-Body Ranulactusrers/Kendarsan Ber-

ASOSIASI INDUSTRI KAROSER! INDONESIA
Motorcar Body Mamdacurers Assocabon

o Kompieks Gedung Wisma Indra
Jatan Supragto 60
JAKARTA 10520
Ty :

Motor Car - Spareparts/Kendarsen B -
Suku Cadang

GABONGAN INDOSTRI ALAT-ALAT MOBIL &
MOTOR

A of A Comp & Pant
Marsdacusos
o Astarnas Buiding G-6 L |

Jalan Aberad Yarw 2

JAKARTA 13210

Ty : 489 8118 ext 292296

Motor Cycle/repeds Motor

PERHIMPONAN ASSEMBLER & MANUFAC.
TURERS SEPEDA MOTOR INDONESIA
Assoaaton of indonesan Molor Cycie Assemdie’s
& Mandscusrors

¢ Gephmads Tower L. 19

Jaien Gaphmada 1926
JAKARTA 10120

Tp : 366 070 ext. 2361.3

Nutmegs/Pala

ASOSIASI EKSPORTIR PALA INDONESIA
Indonesien Mumegs Eponos Assocaton

* Wome Absds (2 3 C4
Jalen Gdeng 29-31
JAKARTA 10160
T : 356 408, 356 409
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Office Equipment’ Peraiatan Kantor

GABUNGAN AGEN TUNGGAL RESIN
KANTOR INDOMESIA

Indonean Assoc:eton of Sole Agents for Office
Machanes

* &a Metro Deta
Wama Mevopoltan | Lt 16
Jaisn Sudrman Ko 29 31
JAKARTA [2920
Te 310109 578 2010

Packagng: Pengemasan

FEDERASI PENGEMASAN INDONESIA
Indoneuan Packagng Federabon

* Jaisn Kambdow 62
JAKARTA 11440
Tp 598 917592 266

Packaging - Rotopacks,ing/} -ngemason-
Rotokemas

ASOSIASI ROTOKEMAS INDONMESIA
Assocabon of Corrugated Cardboard indusines of
inconess

¢ &2 FT Guny Indonesua
Jalan Raya Bogor Km 26
JAKARTA 16416
PO Bos 278 IXT
T 87062!

Optical/Optik

GABUMNGAN PERGUSARA OPTIN INDONESIA
Indonesia Opucai Assoiaton

* Jalan Pangisma Pokm Rava 125 A
JAKARTA 12160
Te 714787

PantCat

GABUNGAN PENGUSANA INDUSTRI CAT
INDONESIA
Indoneswan Pant Manu/acturers Associaton

* Jalan Memens Raya 27
JARARTA 10340
T 352531

Paim OlUMinyak Kelapa Sawit

GABUMGAN PEMGUSAMA KELAPA SAWIT
INDONESIA
Indonesan Paim Od Producers Associaimn

° Jatsn Pulomas I O/1
JAKARTA 13210
Tip 4892635

* Jalan Katamso 62/1
MEDAMN
Tip 518814
Tw 51534

Papers € PeipKertas € Puip

ASOSIASE PULP DAN KERTAS INDONESIA
indonessn Pulp £ Paper Assocraton

* Jalan Coranr: 6 Flaz U2
JARARTA 10330
Ty 326 084
Th 6i83

Peppers.Lads

ASOSIASI EKSPORTIR LADA INDONESIA
Associaion of Indonesian Pepper Exporters

* Jalsn Roa Saiska Seiatan 39
JARARTA 11230
Tp 61° 765

Pesticides Pestisi

ASOSIASE PERUSAHAAN PERINDUSTRIAN
PESTISIDA INDOMESIA
Assocustzon of indonesa Prixde indusines

* Jalan Seongamangaras 14
JAKARTA 12110
Ty 714 845

Petrolcum & Gas/Minysk £ Gas Bumi

GABUNGAN PENGUSAHA SWASTA MINYAK
& GAS Bami
Od & Gas Retadng Agercaes Assocuatson

* Glodok Baru IV D7
Jaken Hayam Wonsk 118
JAKARTA 11170
Ty 655139

Petrolevm £ Gas - Drilling/Minyak €
Gas - Pemboran

ASQSIASI PEMBORAMN MINYAK £ GAS BUMI
INDOMESIA
indoresusr Od & Gas Dl Associairon

* Weams Kosgoro L1 17
Jaian MH Thamnn 53
JAKARTA 10350
Te 322719 322098 ext 271, 277
T 6i121

Prarmacies Farmasi

GABUNGAN PERUSAHAAN FARMASI|
Fedrratron of Pharmaceucal Enterpnses of
Indonesss

* Jalan Manggs Betar Rays 183
JAKARTA 11180
Tip 639 5031

Protography - Ladoratoria Fotagrats
Ladoratorium

ASDSIASI LABORATORIUM FOTO
BERWARNA INDONESIA
ING0NC 381 PROIOgr 45 L abor 2loria Assdriptnwr

¢ Jatan Mangge Besar 1.3
JAKARTA 118D
Te 636 404

Photagraphy - Manulacturers Fotograls
Produsen

ASOSIASI INDUSTRI FOTOGRAF)
INDONESIA
Photographecal Goods Mamul acturers Assoxiaton

* Gedung Sanggabusna
Jatan Senen Rava 44
JAKARTA 10220
Tip 366 208

Plastics/Prastik

FEDERASI IMDUSTRI PLASTIK
INDONESIA
Federatson of Plasics indusinges Assocuunn

o Jaan Jembatan Dus 22
JAKARTA
T 662 322

Prastics - Raw MaterialPlastik - Bahan Baku

ASOSIASI PROCUSEN BAHAM BAKU PLA
STIK INDONESIA
Plastx Raw-Matenal Manud aciuwrers Associatmn

* s PT Stmomer
Wumg BCA Lt 15
Jalan Sudwman 22
JAKARTA 12920
Tio 578 2646 578 0366 ext 2504 %

Plastics - Pipe/Plastik - Prpes

ASOSIASI PRODUSEN PIPA PLASTIK
Plasie Pipe Manulaciurers Aswxciaton

* &2 PT Rucika Paste indusines
Majapahit Permas Biok B/ 149
Jalen Maspatnt 18 20
JAKARTA 10160
Tip 380 2709 380 2790

Plastics Products Plastih - Barang darang

ASOCSIASI INDUSTRI PLASTIK
INDONESIA
indonesian Plasic Mandacturers Assor iation

* d/a PT Mads Wikn Tungaet
Jalan Kesainan 1125
JAKARTA 13150
Tip 881217 881221
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Plastics - Weaving Products Plastik - Teagnen

GABUNGAN INDUSTRE ANEXKA TENMUN PLA.
STIK INDONESIA

Prasic. Weanay FProducts Maaulaciurers
A30Cal0r

o Jaun Tuioong Eaean C 11
JARASTA (216D
Te 7330852

Plywood - Tape Kayulapis_ Pita

ASOSIASI PRODUSEN PITA KAYU LAPIS
INDONESIA
Pyuoos Taow Vanwdi e Aswvaton

e saam Cman 10
JARARTA {3310
Te 323592

Poultry Unggas-Peternakan

GABUNGAN PETERNMANAN £ PEMBIBITAM
UNGGAS INDONESIA
Powitry Farms { Breevers Asso.aion

* ¢3 Unt Pezernahan Avsm DRI Java
Jaar Re.x Peaten |
JARART3 12510
Tie T%e525

Precious Meiais Logem Mulia

ASOSIASI LOGAM MULIA INDONESIA
Indonesan Prcious Merdi Associauen

dale Racnran W

P Taman

Jan Garx Subroto Kav 49
JAKARTA 12950

Tip 5i2335 S10731

Printers. Pecusahaan Gralika

PERSATUAN PERUSAHAAN GRAFIKA
INDONESIA
Graphx & Pmiem AssoCiation

* Jatan Ponaok Java l'i A
JARARTA (2720
Tip 7005336

Pudlishers Penerbit

IKATAM PENERBIT INDONESIA
Indonesan Pudlishers Association

o Jalan Raigasr 32
JAKARTA 10330
Tip 321907

Radro-Statrons Radio-Pemancar

PUSAT PERSATUAN RADIO SIARAN SWA-
STA MIAGA INDONESIA
Assocaon of ndonesas Rado Srostcass

* Getung Dewan Pess
Juan Febar Sar 33
JARARTA 16,0
p ST

Real Estate Real Estate

PERSATUAN REAL ESTATE INDONESIA
brnneuar Real Estate Aswcaion

® Jgan Pejambon 7
JANARTA G110
T 374891 3805040 3805041

Recreation Parkhs Taman Rekreasi

PERHIMPGNAN OBJEK WISATA INDONESIA
inconesan Association o Amusemen: & Recres
bon Parks

* Gedung Baim Samudra Lt 2
Jawn Pasis Puth |
JARARTA 148420
T 680084
To 42483

Records, Manulacturers Rekaman. Produsen

ASOSIASI INDUSTRI REXAMAN
INDONESIA
Association of indonesian Recording Comparires

e Clodok Plaza C /1
Jaian Pinangsa Rava
JAKARTA 11110
Tie 6393453

Rubbder/Karet

FEDERAS! INDUSTRI KARET INDONESIA
Federaimn of Rubber Indusines

* Graha Purnayudha Lt 6
Jalan Sudieman 50
JAKARTA 12930
Tip 510 909 ext 126062
Far 51412}

Rudber-Products Karet-Bacang

ASOSIAS! INDUSTRI BARANG-BARANG
KARET INDONESIA

tngares:an Rutder Goods Mavuiaitues
L1382

* Wy Have Wuruk 2 9
Jean maeam Wurun 8
JARARTA 10129
Tip 3983003 158307
T 22762
Fa 398518

Rudder. Crumbd Karet

GABUNGAN PENGUSAHA KARET
INDONMESIA
Rudder Assoaaior: of inconesia

e Jaian Cdeng Bacat 62 A
JAKARTA 10:15%0
To 3468113
Tin 44963
Fas 336811

Sacchanne Saharin

ASOSIASE SACCHARINE, SODIUM &
CALSIUM CITRAT INDONMESIA

Soccrame Soaum £ Caicrum Citrair Progucens
AssoCidhon

* Jaun Mangga Besar Rava 38 B
JANARTA 11180
Tl 630481 643183

Sait-lodized/Garam Beryodium

ASOSIASI PRODUSEN GARAM KONSUMS!
BERYODIUM
Associaunn of Consumplaon jodured Sat Produ e~

* Jaian Kramar Rava 22
JAKARTA 10490
Tip 357299 377730

Ship Buiiders Services. Kapai. Galangan

IKATAN PERUSAHAAN INDUSTRI KAPAL
MASIONAL INDONESIA

indonesign MNanonal Shipbwilding Indusiry
Associalon

* Jalan Hayam Wuruk 4 JX
JAKARTA 10§20
Tip 351434
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Rubber/Karet

FEDERASI INDUSTRI KARET iNDONESIA
Federation of Rubber inciustaes
* Grahs Pumayedha L2 6

JT Sudeman 52

JAKARTA 12930

To 510909 ext 12652

Far 514 12)

Rubber - Products. Karet - Barang

ASOSIASE INDUSTRI BARANG - BARANG
KARET INDOMESIA

Indonesian Rubber Goods Manuia:iurers
Assocuabon

® Wama Hayam Wurik 12 G
J Hayem Wuruh §
JAKARTA 10120
Tp 3583024 358917
Te €2764
Fax . 358918

Rubbder, Crumd-Karet

GABUNGAD PENGUSAHA KARET INDONESIA
Cumbd-rudder Indusines Associaimn

e N Gdeng Barat 67 A
JAKARTA 10150
Tip  3268i1-)

Sacchanine Saharin

ASOSIASI SACCHARINE, SODIU™ &
CALSIUM CITRAT INDONESIA

Sacchane. Sodivm & Caxcwr Glraze Producess
Assoqaion

e JI Mangga Besa: Rava 38 B
JAKARTA 11180
Tp 610481 643183

Seit - lodized:Garam Besyodium

ASOSIASI PRODUSEM GARAM KONSUMSI
BERYODIUM
bodized Sait Producers Associaion

® Ji Rramar Raya 22
JAKARTA 10450
Tip 357299 3771750

Ship Buiiders. Services Kapal. Ga'angan

IKATAN PERUSAHAAN INDUSTRI XAPAL
NASIONAL INDONESIA
Natongi Ship budters Assocation

* Jl Mayam Wuryk & X
JAKARTA 10120
Tip 351434

Saippng/ Pelsyasran
INDONESIAN MATIONAL SHIP - OWNERS
ASSOCIATION

* J Tanan Apeng M'10
JARARTA 10160
T 370998, 376598 375322

Shipping, Pelsyaran
PERSATUAN PENGUSAHA PELAYARAN

RAKYAT INDONESIA
intesr nudar Swidosr Ouver Assoc:auon

* I' Rava P 6
JAKARTA 14440
T 672144

Sozp Sadun

ASOSIASI INDUSTR! SABUN INDONESIA
Soad Procucers Assocuauon

* JI Mangunsarkoro 22
JAKARTA (0310
T 331124

Soybean - CheeseTahu - Tempe

IKATAN PENGUSAHA TAHU - TEMPE
INDONESIA
Soydear Crweese Producers Associaton

Ji Teber Tumyr Datam 1V]2
JAXARTA 12820

Tip 8295629, 8298313
Fas 8298629

Steel - Products Bays

ASOSIASI ANEKA BAJA SELURUH
INDONESIA
Assocton of Mulivanows Nee: Products

*J Penol 9
JAKARTA 14240
Tip 483846

Steel Milis/Bajs, Padrin

GABUNGAN PABRIK BESI BAJA INDONESIA
Sieel Fariones Assocuaiion

* Wismg Agro Manunggal
Ji Gatot Subroto
JARARTA {2939

SugeGuis
ASQSIASI GULA INDONESIA
neonesst Cone Suga Assocuaton

e I RMFaamnden 18
JARALT

Ty 3583%0 23l

a4 (03¢

Surfactant Surfactant

ASOSIAS! PRODUSEN BAHAN SURFACTANT
INDONESIA
Swrtactan: Produces Assocaion

* ¢ P7 Undever indoness
Geagung Menuara Duta
Ji HR Rasuda Sad kav 9
JAKARTA 12910
Tp 5:6190 ext 341
Ta 45082

Surveying & Mapping Services Survei &
Pemetaan

ASOSIASI PERUSAHAAN SURVEL &

PEMETAAN INDONESIA

Surnieying & Mappng Sertxces Assoaaiion

® Ji Bunar IV.20.A
JAKARTA 12760

Surveyors - General'Surveyor - Umum

ASOSIASI INDEPENDENT SURVEYOR
INDONES!A
Assocuduon of indonesian indenenden; Sureors

e co P7 Bechonndo Paryawehsina
Gedung Setadbudi | 4.8
Jt MR Rasuna Sexd
JAKARTA 12920
Tz 5207714, 5217538
T 6229!
Fas 516042

Tapioca Tapioka. Tepung

ASOSIAS! TEPUNG TAPIOKA INDOMNESIA
Casseva & Taproca Flow Producers Assoraaima

* Ji Ml Ridwan Ras 7
JAKARTA (0110
Tip 3599%1 36128

TeaTen

ASOSIASI TEH INDOMESIA
Tea Producers Assocution

* Jl Jjuands 107
BANDUNG
Tip 81049 82189
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Techaical laspection Services/Tehnik, Inspeksi
ASOSIAS! PERUSANAAN INSPEKSI TEKNIK

INDONESIA
Technacal inspecton Senmces Association

« 2 Panghma Poken Raya 39
JANARTA 12160
Tp 72017701 7201524
Ta 46635

T scation - Equi £ Services/

S b

Telekomunikas; - Perslaten & jasa

ASOSIASI PERUSAHAAN NASIONAL
TELEXOMQNIKASI

Tek atxow b & Sernwces
Assoazpon

* Bank Bume Deys Plaza Lt 24
J1. imam Bongl 61
JANARTA 10310
Tp . 3103075

Tentile/Tekstid
FEDERAS! INDUSTRI TEKSTIL INDONESIA
Federauon of Textie Indusines AssoCialon

Ji. Iskandarsyah 11/90
JAKARTA

Textile - Garment/Tekstd - Garmen

APPAREL MANMGFAXTURER INDONESIA
Assoaaton of Appard Marulacturers

® B Bumi 54
JAKARTA 12140

Tertle - Wesving/Tekstd - Tenun

GABUNGAN OSAHA PERUSAHAAN TENUM
MASIONAL INDONESIA '
Weany Fadncs Manulacturess Assocaton

* B Tempeirep VM4
SURAKARTA
Ty 3987

Textile - Weaving/Tekstil - Tenun
ASOSIASI PERTENUNAN INDONESIA
Weaunyg indusires Assocusuon

e J) Weays Tenur W12
JAKARTA 12120
Te * 771818

Textide - Yarn Spinning/Tekstil - Pemintal

ASOSIAS! SEXKTORAL KEBERSAMAAN
PEMINTALAN
Yam Spwrung indusines Association

* Ji Iskandarsyah 11/9C
JAKARTA

Toot-Brusi/Sikat Gigi

ASOSIASI PABRIK SIKAT GIGE & MILON
INDONESIA
Toct-Brush £ Mdon Manufacturers Assocabon

e ga PT. Pratams Baaksans
Manggailan Wanabhawt, Lt 5/517
Jl Gatot Subroto
JANARTA 10270
Tp 582798

Tooth-paste/Pasts gigi

ASOSIAS! INDUSTRI PASTA GIGI INDONESIA
Toot paste Manufacturers Associabon

* Kampung Melayu Keci U128
JANARTA 12840
Tip B29%5645

Trade - Exporters/Perdagangan - Eksportic

GABUNGAN PERUSAHAAN EXSPORTIR
INDONESIA
Indonesian Exporters Associdlion

* &a lt Blors 21
JAKARTA 10310
Tip 1331407

Trade - Govemment Suppliers:Pesdagangan
Rekanan Pemerintah

ASOSIAS! REKAMAN £ DISTRIBUTOR
INDONESIA
Gomemment Supplier & Distndutors Assocuation

e Perkantoran Harmon Mas
Ji Suprapto 5045
JAKARTA 10520
Tip 419293 4202355
T 49541

Trade - importers/Perdagangan ~ Importis

GABUMGAN IMPORTIR NASIONAL SELURGH
INDONESIA
Importers Assocatson of Indoness

o J1 Keseyshteraan 98
Arena Peikan Raya
JAKARTA 10110
Tp 360643
T - 46793

Trade - Militacy Suppliers/Perdagangan -
Rekanan Hankam

ASOSIASI PERUSAHAAN PENYEDIAAN
HANKAM
Miikary & Defersce Suppisers Assoqaon

* JI Kayu Puth Utara A/
JAKARTA 13210
Tip 4890063

Trade - Retailing Business. Perdagangan Eceran

GABUMGAN PENGUSAHA ECERAN NASIONAL
SELURUH INDONESIA
Retading Business Associaton

* Ji Kramat Puio Daiem | B.87
JAKARTA 1045C

Trade - Retail Business Perdagangan - Eceran

ASOSIAS! PUSAT PERTOKOA™ §
PEMBELANJAAN
Shopwng Centers Associaine

¢ Pasar Bany Plaza Lt 2
N Pasar Baru 41 43
JAKARTA 10710
Tip 365220 1I6€18, er 8877

Wood-based industries Kayu, industr:

ASOSIAS! INDUSTRI PERMEBELAN §
KERAJINAM INDONESIA
Fumninwe Industrvrs & Hamtic-alin Assm g

* Manqggals Wensdhaiti 1v Lt &
JAKARTA 10270
Tip 587888 5700249
Tia 45695 46977
Far 581918 583017
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Banks/Bank

PERHIMPAMNAN BANK-BAMK SWASTA
MASIONAL
indonesan Natonal Pressic Banics Assocstion

* Jalan Kacet Kurungan
JAKARTA 12940
Ty : 512 53). 520 4110. 515 731

Banks-Communiy/Bank Perkreditan Rakyast

FEDERAS! PERHIMPONAN BANK
PERKREDITAN RAKYAT SELORUH
INDONESIA

Federaton of Commursly Banks Assocaton

o Jalan Gunung Sahan 57C
JAKARTA 10610
Tip : 416 860. 414 197, 410 107, 417 770

Battery/Aki

GABUNGAN PENGUSAHA PABRIK AKI
INDONESIA
Indonesun Storage Beltery Manulacturers
Assocaton

o Jalan Yas Sudarso - Sunter |
JAKARTA 14350
T : 490 4589

Bartery-Dry Celi/Baterai Kering

PERSATOAN INDUSTRI BATERAI KERING
INDONESIA
indonesian Dry Battery Industry Assocation

o Jalan Sahano 191
JANARTA 12820
Ty 829 3108

Beverage/Minuman

ASOSIASI INDOSTRI MINGMAN
Boverage Producers Assocsalion

o Jalan M Ridwan Rac 8
JAKARTA 10110
Te 341222 341223
T - 44248
Far . 342 294

Buttons/Kancing

GABUNGAN PERUSAHAAN KANCING €
RITSLUIMNG INDONESIA
Assocaton of Bution & Lpper indusines

e Jalan RP Seroto 7
JAKARTA 10350
Ty 331 708

Cabics - Manul. Mabel Prod

ASOSIAS! PABRIK KABEL INDONESIA
indonesian Elrctne Cabie Marnd acusrer Assocaton

* Kewpang indeh B-132
Jalan Lawwst Andn
JAKARTA 10130
Tp - 600 1027. 600 1113

Candy/Kembang Gula

ASOSIAS! INDUSTRI KEMBANG GULA
INDOMESIA

Indonesian Confectionary Manufacturers
Associaison

« Jalan Taman Kebon Sirih V20
JAKARTA 10160
Tip : 345 136, 791 366. 799 3360
T : 47444 TREBOR A
Fax : 799 4283

Cardboard/Karton

PERHIMPUNAN INDUSTRI CORRUGATED/-
CARDBOARD INDONESIA

indonesian Cormugatedd/ Cardboand Manud scusrers
Assoqalon

¢ d/a PT. Guru Indonesia
Jalan Raya Jakarta-Bogor Km 26
JAKARTA 16416
Tip : 870 621

Catering Services/Catering. Jasa

ASOSIASI CATERING SELURUH INDONESIA
indonesun Caterers Associalion

* c/o Max Kodhong
Jatan Pulomas VIXC-1
JAKARTA 13210
Tip : 513 455, 342 288

Cattle Breeders

PERHIMPUNAN PETERNAKAN KERBAQ
INDONESIA
Indoneswan Cattle & Buffsio

Jatan Rays Uping Benmg
Kompiek Sukup Baru Kav. 20
P.O Bor 4]

BANDUNG 40611

Tip . 82372, 82988

Cattle Feed/Makanan Ternak

GABUNGAN  INDUSTRI  PRODUSEN
MAKANAN TERNAK INDONESIA
Indonesia Arwnal Feedmll Assoalion

o Jalan Raya Pasar Minggu MNo. 11, Km 17
JAKARTA 12740
Tl - 799 5466, 799 209!

Cattic Feed/Maksnan Termak

ASOSIASI PRODUSEN € EKSPORTIR
MAKANAN TERNAK INDONESIA

indonesian Aramal FeedsdT Producers &
Exporters Assocation

* Gedung Jesya 1. 2
Jalan MH Thamnn No. 12
JAKARTA

Tp . 324 119 - 327 508 €xt 282

Cement/Semen

ASOSIAS! SEMEN INDONESIA
Indonesa Cement Assooabon

« Graha Purnayudha Lt 2
Jalan Jend. Sudirman Kav. 50
JAKARTA 12930
Tip : 520 760). 512 242
T : 62649 PTSG A
Fax 0 (021) 517 188, 512 135. 512 177

Cerarics/Keramik

ASOSIAST ANEKA KERAMIK INDONESIA
indonesign Coamik Assoaaton

* Jalen KH Zanut Anfin 61
JAKARTA
Ty - 353738

Chemicsls/Kimia ~ Produk

BADAN KERJA SAMA INDUSTRI KIMIA
DASAR
Cooperation Board of Basx Chernucs! Indusine:

e Grahs Pumayudha L2 6
Jalan Jend. Sudvman 50
JAKARTA 12930
Ty : 510 909 est 1260-2
Fax 514123

Chemicals Producis/Kimis Barang

ASOSIAS! KIMIA DASAR AN ORGANIK
INDONESIA

The Basx an Orgare Chomrcais Assocraic
of Indonesia

e Jalan Tansh Abeng IV63
JAKARTA 10160
To - 353 681. 353 682

Cigarretie/Rokok

GABUNGAN PRODUSEN ROKOK PUTIH
INDONESIA

« d/a PT BATRO
Jaten RS Fatmawan Rays 33, Biok A
JAKARTA 12i40
Tp . 717 344
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216 Industrial, Trade and Senvices Assoctattons

Trade - State owned companics/Persero Niaga

ASOSIAS! PERSERQ MIAGA
State ouned Tiating Comparses Assocuation

o J Kamat Raya 94
JANARTA 10420
Tp 346071, 346079

Travel Bureaus/Biro Perjalanan

ASSOCIATION OF THE INDONESIAN TOURS
& TRAVEL AGENCIES

o Ji bhandarsyah Raya 7
JAKARTA 12120
To 7394427.722120

Transport/Pengangkutan

ORGANISASI PENGUSAHA NASIONAL
ANGKOTAN BERMOTOR JI. RAYA
Nasonat Land- Transportaion AssotGalon

¢ 1 Sudmman 59-60
JAKARTA 10210
Tp 9587606. 582747

Tyre Manufacturers/Ban. Produsen

ASOSIASI PERUSAHAAN BAN INDONESIA
Tyre Manufacturers Assocabon

* Graha Pumayudha Lt. 6
J1 Sudvrnan 50
JAKARTA 12930
T 9510909 ext 1260-2
Far 514123

Watches Jam

ASOSIAS! PEMBUAT. PERAKIT,
PERTOXOAN £ PENYALUR BERBAGAI JAM
INDONESIA

Warch Makers, Asserndier & Dustnbulor Assocalion

e Ji Kramat Kosambs 25
JAXARTA (3470
T 489209

Welding - Industries/Las. Industri

ASOSIAS] INDUSTRI LAS INDONESIA
Indonesan Weiding industry Associabon

« dia PT Alpha Austentte
Ji Rawageiam lIL'S
JAKARTA 13260
Tip . 489347). 4833345

Welloging/Welloging
ASOSIAS! WELLOGING INDONESIAN
indones.an Welloging Assoqiaion

* Ji \mam Bonpol 20
JAXARTA 10310

Wire/Kawat

GABUNGAMN PABRIK KAWAT INDONESIA
indoneswan Wire Manulacturers Assocabon

o Ji Pays Plut Selatan
JAKARTA 14450
Tp . 335197

Wood-Preservation’Kayu-Pengawetan

ASOSIASI PENGAWETAN KAY(U INDONESIA
Wood Preservation industaes ASSOCKIon

o J1 Dew: Sartka ITL-A
JANARTA 13630
Tlp 800640. 803656

Wood-Dased imdustries. Kayu. Industni

ASOSIAS! PANEL KAYU INDONESIA
Wood pand Producers Assonaton

* Manggais Wanabhakt: [v-A-9
Ji Gator Subwoto
JAKARTA 10270
Tip 583017, 584640. ex:. 54701

Wood-based industriesNayu, industr

MASYARAKAT PERHUTANAN INDONESIA
Indonesuan Farestry Socxety

o Manggala Wanabhait [V-A 924
J1 Gatot Subwolo
JAKARTA 10270
T - 583010

Wood-based industyies-Sawrmiller Kayu gergajien
INDONESIAN SAWMILLERS ASSOCIATION

o Manggais Wanabhaiu VIAS
Ji Gatot Subroto
JANARTA 10270
Tip . 584640, ext 5453
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Liberia:
Qatar:
Nepal:
Kenya:

Somalia:
Philippines:

Nigeria:

Djibouti:

Bangladesh:

Mauritania:

Resource-based industrialization and
rehabilitation

Towards industrial diversification of an
oil-based economy

Industrialization, international linkages

and basic needs

Sustaining industrial growth through
restructuring and integration

Industrial revitalization through privatization
Sustaining industrial recovery through
privatization and foreign investment
Industrial restructuring through policy reform

Economic diversification through
industrialization

Strengthening the indigenous base for industrial
growth

Industrial reorientation and rejuvenation

People’s Democratic Republic of Yemen:

Enhancing industrial productive capacity

Yemen Arab Republic:

The Sudan:

Cameroon:
Poland:

Namibia:
Angola:

Viet Nam:

Ethiopia:

Swaziland:
Uganda:

Diversifying the industrial base
Towards industrial revitalization

Coping with reduced oil revenue

Second Investment Forum for the Promotion of
Foreign Investment

(Sales Publications forthcoming in 1991)
Industrial development at Independence
Economic reconstruction and rehabilitation

Industrial policy reform and international
co-operation
New directions of industrial policy

Enhancing izdustrial potential
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SALES PUBLICATIONS - Blackwell Publishers, Oxford?/

India: New dimensions of industrial growth 1990
Pakistan: Towards industrial liberalization and revitalization 1990
Malaysia: Sustaining the industrial investment momentum 1991
Poland: Managing the transition to a market economy 1991
China: Towards sustainable industrial growth 1991
Thailand: Coping with the strains of success 1992
Czechoslovakia: Industrial transformation and regeneration 1992
Hungazy: Progressing towards a market economy 1993

SALES PUBLICATIONS - The Econemist Intelligence Unit (ElU)y
Indonesia: Industrial growth and diversification 1993

Mexico: (Forthcoming, 1993)

*  Available also in French.
** Restncted.

1/ Copies of non-sales publications may be obtained directly from: UNIDO, Regionai and Country Studies Branch, P.O.
Box 300, A-1400 Vienna, Austna. FAX: (0222) 232156

2/ Sales publications may be ordered directly from: Blackwell Publishers, 108 Cowley Road, Oxford, United Kingdom.
FAX: (0865) 791347

3/ Sales publications may be ordered directly from: The Economist Intelligence Unit (EIU), 40 Duke Street, WIA 1DW
London, United Kingde, n. FAX: (071) 491 2107
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