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~.- ·.-:.!.--~:·:~ ::;1.,£. ~~~::~ t. :.v:: c: 
.... -~ .: ~ ,,...,,+ -
~-· ... _, t,... - - "".J • 
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tlt:t.::.il. 

Tl-.e ~:.:l!~T..!.1- : ;s <~.: .t:.:.i!1 ·..i. r~r.;_:e of c·:perience :'i~:ures, r'..lte3 
l!!d .:-.e:~:.-:·.:.. . .-~~.:._, ",_ ::...·_ ,_,_,_:,· ·;)c '...l;,_:_ 2~:-ir:._~ tte ;;rf:~L!.~·::.tions. 
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thorcughl:t co~.u:i.entecl on t!1rou[;h t~-: ls.ter .:ec:ion.s 
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Tte manual tries to cope ·::iti.1 <.:i.f:ere:it procle~::s .for 
different ~)reject situations. 
For one pr-:i~ ect cert~in :t>Oin ts t.:r:e hii;h relev·.:-r:ce, 
others ::ire less il:ports.!1.t ::1.:-~d ot!.:c::."3 ::.!.;:::?.in. h3.ve r..o 
relev=.ace .'1."t all. For a d.iffere:it ?rodect t.t:e 
3ituatio~:. :::..y be ver'J di:t'ferent. 
A.ccorC..i:-.f;ly ;>le:ise p3.y 29.jcr atte::-J:..0:1 to tb.e 
::raj or r<= ~·.i:i.:~e.-,er,t3 of yo-.:..r project. 
·::ork with what is i.lllportand and d.iffL:ult, not :witl! 
·:1hat i2 e.·~-3Y l:1C. )OYious. 
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A. PR~ - ~~~- . .,.~r::.ILI'rY ST~DY. 

It is for our 3:-.~s.ll projects normally not neces~ary to 
m~~e any full pre feasibility stucy. Eut it is very . 
imDort~nt to get a good indication on whether thP. proJeCt 
wiil be viable before going too far9 It therefore p~ys 
to -:'.'!.~e "t1:.e ;allowing queations vecy seriously. 

Before s~~rting the preparation of a project, o~e sho~ld 
9.l·-. .. 1·;3 fi.r3t look into whether the project s!".ould be 
pre;;red J .. n.d ho~. The 9.Ilswer is nonn.9.lly not o tvious. 
It ·:;:.ll .3.b.-'3.ys pay to take these following q_ue.:;tic!lS 
neriv~sly ~~~ to fi~d the ~nswer to thera in the order 
they ~re ~entioned. 

_.;.. 1 Is :::e ?1!'0 l '}Ct :;o.si ti ;e ?..!.·i wi t!'1in the IJIK f !"9..~e of 
ODer::.:ior_s " 

·.v~~t i: the ·1:..m or the result of the pro.jec:t? Csn it 
·:::e ex::ected tbit the vroG.ucts -::ill i.;iorcve the st·:i:id9.rd 
of li~1ing for tht: ordf:l~ry a~n, not o;.ly for tho8e 
~r:volveC. or e::Iployed ir_ the project ? 
:f t~e project does not give ~ better life to others 
tl::i"l tho3e L1.vol ved directly, the project s!:.ould not 
be r:!:-.C.e. rt. positive project Z:.h:Juld :3.lways :r!!l:.Ce products 
·.r:=:ich :J.::e of positive use for the ;>opul'ltLm or export 
~3 llso of vqlue. Positive products should be obtain-
1:1e che~9er, in better quality or in oore adeq~ate 
:~uititie3 tnan before. 

:~e pr0~~ct 3hculd involve industrial or c~~fts 
:-,·.::.r.ufac·· urinr;, ~1ainten:ince or repair of products or 
.3 ~r,:ice.:;. ..'..!;ricul tu re tI".lllsport busines :;es, educa t; c;n, 
i.::--.:3. teri ~l .:;ervice activities or trade sh·:mld be 
::-e:en.~ to ot~~r i:-:stitutio~s. i·.:ir~i:ig C9.!l in certain 
:~ies oe co~Jioered. 

·• :-. ::_ - >"' I .• -. c t '• { 1 1 • l'' •') l , . • '" ••" 1 • J:' ' v" • ~ ~ • ; - ! -··- ~ -·- ._ - .,_ ..r.. •• ·) ••• ..r..J l. .• n .. ~,e .1.l.fi'1._Cl •. ~ ..... _11 .• c .. :-ig 
of :-;·:c~i:i.er/ and equipraent neces.:iary to carry ou·~ the 
-::·~;!uf~cturi'.'lg a!'ld the essential services cc1:nected 
.. ,i th t=:c '.:.1'.?.nufacturing, will 'llway3 be cor13 idered by 
the b:in~s. L~stallation anc forwarding ex?enses are 
sre normally also considered, at le~st when they add 
3ufficient v~lue to the project. 

- 2 -



Euil~ir-ss ~ay be include<l in the project when a new 
builJ.i-:g is 9. mus~ for the project 3.~1d. the project 
c·mnot easily be q,ccomod.ated in an ests.te 0.:.:· other 
prenises avail9.ble for rent. Pre operational expenses 
should normally be fina.nced by the equity capital and 
at times sls~ the working cspital. 

The bank may consider financing up to ~ maxL~um of 
80 % of the total inves~illents. Find out whe~ther the 
potential ~ntrepreneur has the necessary equity capital 
to enable the rest. fL~ancing before proceadiug with 
preparation of the project for him. 

D.JIK will nornally not in.vol ve in projects when the 
new investment in m~chinery :md eqnipment exceeds 
Rp. 70. millions. 

You s.h2uld onJy co:i~ider prepari~: :i proJect when brmk 
fi::~~:lci:ig ·:dll be considereC. '.l..'1.ci ·:-:!:!.en pri'Jri ty will be 
gi7en to tne particular project. 

'.!hen se~reral proj ect3 are :iuc for prepa:-3.tion; ,y-ou 
shc...:.ld give priority to pro~ects oz hi~h i:1._;;Jorti:tnce, 
pro~ ect3 whi~h have high likely dood. of .::;ucce::rn and 
pro~ ec't3 ·vhich require lL!li tt'd tirr:e to pi e?3.re. 

A.2 Is there ~ sufficient i~rket for the project ? 

Fir.,: cu.t ;7hich approximate quar.ti tie.5 ·:-.!'e required in 
the re~sonable aurroundings of t~e project. Dependant 
on the .'.!trength of the competitors one will al·Nays 
expect to take only a limited sh~ra of the nsrket 

.'ihich ot:ier parties have pl3.D.s of st3rtinG a simil':lr 
.pro:ects ? Ho1·1 c!ln t!'lese pl.3.!1S affect the r:12r~:et 
situation ? 

Can one expect any decreai3e in the der.!3.nd for the 
product because of change to other prod.-..icts, decrease 
in tne neei of the services or because ~ther cheaper 
or aore ~dvanced products C'Ul be expected on the m3r~et ? 

- 3 -



Is the ~roduct, aJ it is proposed, fit for the 
r.3.r~et :i~C. doea it h'.3.ve :he 1u9.li ty ::.:;.C. ;-·ri.ce ? 
Should the product first be ~urther C.evelo;:ied so as 
to fit better to the ce~qnd or to get a ~ore reasonable 
price ? 

Cne should nonnally concentrate on or.e, er at least 
only a few, relatively similar products. !n order to 
reach good quality and low prices, a high degree of 
specialisdtion is nor:ially required. 

A. 3 Are ti1e re1Juired resources sufficiently available ? 

Are the required ~w ~aterials sufficie~tly avail~ble 
3.!ld of adequate quality ? Can supplies be rejected ? 
Is a licen3e for the purchase obtainable i~ required ? 

Can it possibly hap1"\fi tn~t there exist tetter use for 
the reso:l.rces that ·.ire e:-:?ected to be tapped., than to 
be used for this project ? Cne 3hould cf coi..:.rse '°?.Lvays 
try to creat0 ~3 ~uch ?~lue as possible out of the 
resot:_rces. 

C3.!l it be asuned that the .-:-.~terisls ;,vill co:: tinue to 
be ~vail~ble at acce?t3tle prices ? If ot~e~s co~pete 
for t;e"I;ting the s::.r:1e i:l'.lteri:ils, t~~ere ;:i.i;:;_'it develop 
a short=...~e or :.1.n u::cor:t!'olleci price i'.~cre·3..~e. 

A. 4 .Are sufficient technolo?jY '.ln.d .:"!..lctinery w1 ::::..:: the re~ch ? 

Is th·~ technology sirr:~le e:nout;h to be :::~a.;:ed und.er 
the loc:il circl!I!lstarll;es ? Is the proces.: s\..lfficiently 
·kno.,·m 'J.!1d :1re offers !or the eq'1ipnen t ·:ii t:::L.'1 re'lch ? 

It is r..e ce3.:'lry to ::r.o·.v ·shich pro cc3ze:> ~::. .~ equi::;r::en t 
can be useci for a :i1cr.: or less labour r,:i: c3.pi t'3.l 
intensive project. It is also ~ecessarJ to ~now the 
c0sting of the al t€rus ti ves. t:nly tr.en iz it pogsible 
to do a suitable selection a!lC:. to deteni::e the s~it
able size of thP project. 
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A.5 roiect n..~u whether it 

Do s:J::.e ir:i.tLil auick ~slculations of the economy of 
the econo:ny of the project b9.sed on select5.on of more 
:inc less cos~lv eauiowe~t on different technological 
levsls. ~ · · 

The c~lcul~tioJs should include: 

* 

* 

* 

* 

I'ots.l e3. iL . .1':i ted i!1ves t'.".'ient in machL"lery and 
cuilC.i:-. z( s) etc. 

:xpectable total fixed 9.!lilual costs for the project 
ir.cluding ciepreciatio~1s, interest 9..c'1ti cost of adminis
t ~3tion etc • 

. .:..,?~ro:;:ir:'l:?. tely gross ;irofi t oer m1i t by deducting 
v~:ri 'lble cos ts as ::is. t erials, waf;es and other 
co:-~:3u:1ptions from the exfactory ssles price. 

Eo~ ;~~ny items ~ust be sold before the fised ye~rly 
expen3es 'lre covered. ? (the break even point) 

3r=s~: e·1en nur:iber of 
proC.uct uni ts 

10tal expected fixed 
cost of t !1 e D ro J. e ct , .?:o • I"',.., ... um = - • ~llJ. " 

Gross profit per product wiit 
Rp./each .. 

Cne r..:n~-~lly .. vill se.l.ect 3. technoloe;y ·.vhich en~bles 
profit '.:.t ·'! !'lumber of i te--:s vecy much lower th3.r:. '.'i!°l3.t 
o:ie .~cr.,::it!er possible ·~o sell. Por .,. given munber of 
"!. ter:.~, per .)'s·1r O?;.e will :-.orri13.lly select tl:e proce.:;s 
which ~ill ;.ive the to~3l:y loweat yearly cost. 

I~ t=:e 'brc::::ik_ even point is morP tL::i.n ·1bout 60 - 70 % 
or :. ~e:-::-::~::i:~cle L19.r'.:ei: sh.ire for the project, O!:.e will 
i:i ::·.03t c.:1..:;•..;s ccn8idcr t::e project ha7ing an insuffi
ci ~~t =~r~et 3~fety ~argin. 

:\.6 ·.-;h;it is t:-ie best loc'3.tior. for the Project ? 

To r::ir.:ir:e an indu.stry is :i. difficult enough tasks even 
when it hJ.s its best oossible location. Do not 
loc1te it ~nywhere el~c~. 
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A.7 

:t ~:!U:>t te c!::ecked t=-::at the project c·in be sufficiently 
served ·::i th ·:;h:it it re0uire:: o~ the follov;i!!L: 

* it·.3.w ::':!teri::i.ls at reason9.ble costs 

* Sufficientlv ne9.r the r:J.3.rket 3...'1d. sufficient co!'ltact 
with the cu;tomers 

* 
* 

* 

Sufficient availability of trained m'3.llpo~er. 

Suf f i~ien t road or r.lilwsy con.::1ection, alectrici ty, 
·11:. ter ~up:>ly, service ins ti tution.s, telephvne, etc. 

:~:?.·e ti:1e efflu€nt dr:3.in'.3._:e possibilities acceptable 
tc t~e i!"1(L.i.stry a..nd th€ environ..":lent ? :!ill t::e 
i::te.:.:d.ed loc'.l.tio.n disturbe t!1e surrour.ldint:;s too 
r.iuch ·.1i th scoke, noise, traffic or pollution ? 

:~o~3.ll:,.· the t2st location ·.vill be where the :J.nr~ual 
cost of nroviding all tte :.boYe re,1uire:.:.e:its (i::i.cluding 
the :.'->.:::-~:et :.lspect) will be the lm•iest. 

fhe loci~io~ aust be accept3ble to the builC~2: ~uthori
ties. ~· e ']:,•;·:ire that some a'!"eas of the towns ::.:: .· ~.nrkets 
:::.re e3.r-mar~ed for cert~ir: purposes !l'1 i.1e!:l..V-.f i::d.ustrial, 
li~!;:: ir:.~:lL:::rial, cc:n:Lerci:il, resL:e~t3.l, etc. Plea3e 
collect a. -.vri "tten permission fro:n the towr .. pl~"".ning 
dep~rt~e~t ~hen required. 

;: .. ~.:: t!'~e c l~t.::'- t sufficient techni.ca.l kno·nleC..gc, s-:.les 
·i::.d. ;:·:.~·. 1:ec-::~:-: t experience, nec"'s2ary initiative a.nd 
U!'!.dE r::: ?.'."..:1 i:'."lt; ? 

L; his o'lcf:.::;round 3ufficiently ·,·1ell connected ·,·:i th 
. ~:-~e :ec;:.·-.c 1..o;:r '":1r.2 thE: ;:~r!:et of the product " 

::: •· , : , : .. ;:; ~:.:. t::~: '.)rot::::::-. l:E:.::t be solved; -.: 
Jcininc hJ.:JJ.!.s ·::i th others or by selecting &. c.i:'ferent 
clie~- t ? 
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A.8 S~ould this o~oject be preoared by you ? 

7ould it pay better to expand 3.ll 3lready existing 
business or to st'3.rt a new project afresh ? .1hich 
will eive the better knowhow, the lo~est costing 
the better sales situation ? ·.vhat w-.:11 create 
mos: development ? 

Find out whether any other branch of DJIK or any 
financial institutions has prepared any similar 
project. 
·rh!lt may mean either that you ca'l make use of alre.~dy 
svailable inforr.lation, th3t the ~arket possibilities 
are alre3d.)r exploited, or it o~y hlean that somebody 
else could prepare this project. 

Also find out whether DJIK or ~y other industry 
pro.:r:otion institution hgs avail9.ble useful i:1fc~e.tion 
on ~~r~et or technology. U~der ~11 cir~umsta!lces, 
discuss yo'.J.r project id.e~s and your a;>pro'.:ich to 
=~rket investi€;atio!ls md i;1achi!1ery selection ·:1i th 
senior DJIK officers before goi~g too f~r with the 
preparation3. 

?ind also out whether you should prepare this project 
or ·:1hether it can be raore easily done by others 
while your tiI:ie can be released for other tasks. 
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E. scr.:E EiPCit'I \:;T PCD;T::; TO cc::::;r1~R s:::~ICUSLY FCR 

I::rE P:.C·J::C? P~..ZF ARi'-.TI(.?;. 

B.1 Try to reach the real ~i~s of the feasibility stuey. 

• 

·.ihe :lim of the proj :;Ct paper i3 not to convince 
the reader th9t tee project is good, but to give 
a picture of the real situation. Do not explain 
anything CTore positive th9.ll what is really is. 

You should always try to give as correct a picture 
of the nit~1 q.tion as possible. !;ever exa.ger3.te 
positive inforr.;.ation. Put ~s wuch weight on negative 
factors as on positive. Do not try to cover over 
unknown f~ctors. Inform about doubts and about whst 
is net k.."'lo'fm and which cor..sequences such factors c:m 
have o~ the imple~entatio~ and the viability of the 
project. 

If you de not discover the ~egative factors that ~re 
there, or if you give a too bright picture of the 
opportwii ties in tl~e expl9i..11ation, or in the fi~res, 
you are much to blame and you take a heavy responsi
bility. The financiers may be :-:iisled to wrong desicion, 
but worse is it that you r:.9.y l'!lislea.d. ~:1e clier:t i!:. to 
too optl:.iistic expectations. ~his can ca.use him to 
W9.ste the c:?.~its.l he h'3.s stru~gled to build up duri!':g 
much 3Uffering. Ple~~e do not mislead the clie~t 
in to cnn'.-:erupcy through £;i vi~~g him 9. too bric::;ht picture 
of tte .:;itu,:ition. 

It i~ t.!:.e iLi. of E1e feasibility study to give 9. 

correct picture of the situation in order to en~ble 
a wise decission when judbing the project. 

The :::.i::: o~ the stud.y is however not only to show t:ie 
vi1.bili t:t !r11: to ·~eter.::i~e the :iece3s1ry extent o.f 
:fin·1.!1~i!":::;. :he project p·3.per shculd ~130 be the 
i_.-.r.1-.~.·· +.ii..;o"' ,..,.,.,~ t;...e bud"'e+ ..... c' t"'"'· , .. 0..-''1·,.,,... n1 ,.., 

........ ..,. ·-·· "- .. .1. ~.- ...... t •• . ., "'.1i. •• ... ~.I-'• ••t_, -·-- .. 

!or ti":·: ~1ie:'.1t in st:l.rtine; the operations of the 
project :-!fter imple:r.e!". ta.tion. It should 3how hi~ the 
conse~uenses if he devi~te from the plans. 

The proje~t p~per must therefore specify the 
of utilizi~e the invest~ent, it must specify 
se] Ectio::i :"i.~ equirr.-.e!?.t process <lr.C. products 
to sell the products • 
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B.2 :c ~o~ write for tte s~~e o! it. 

Do not co::s iC.er it being y~ur task to write "somethL'1g" 
:1nder e·-i~h p::i.r:.l;r~ph. If you have nothing ir.1portant 
to tell, then le1ve it cut • 

Cnly give infor:;iation wci~c is necessary in order to 
unuer~t~u "i!:d to judge t::e si t-:.is.tion as :,r;ell fls what 
is re~uired for guid1nce i~ impleaentation S...Ld running 
of th~ project. 

It ig !'!or ·:ir: :ii::! to ·...-rite ::uch. ·.'iri te 9.S s!:ort as 
pos3ible; but .:;ive all t!:e infor.:1ation which L> 
re!l.lly re~uireC.. 

::.e'lvc ou;; i::!cr . .-.9.~ion w!:i..::!: i.3 o.:,vious to everJb::>~y. 
~ivinc obvious i~f or.:i~tic~ is e~sy but it h!l.s no value. 
It "rill only ::;!:o·:.- that t~e ·..,ri ter h9.s r..o 'i..l!lderstnnaing 
of .·:h~ t i3 expected of him. 

Joub~ful OY cif:icult uo~~:s u~e often not consi~ere~ 
3eriousl-: or ti.ev -:lre le.:t out 9.ll together. 
~ven if it i3 ~~fficult to fi~d infcnnation or fi~ures, 
it is u3u~lly t~ese poi~:s ~hich need to be hig.hli~,hted. 

Jo :-. ..;t r 0 pe?.t i:-::'omatio:::. If !'leces3ary rather re:fer 
to other ,;J'.lr=~,·:rq;--:-!'.1 ·Nhere t!!e ir.fo.:-:ri1tion is av::?.il::i.ble. 

'.::'he 10s.3 
L;, t::e 
t :-:. ro 1..t ~!1 

oi-,vi::~s "l~c t:ie ::.:re L-:iportant g. co'.'lc:uslon 
. :Cr'.: t::.0?."ough '.":!U.5t the i:ivestif;ation be, "l..'1.d. 
•_;: J: ·.·:re tiff ert:::-_ t p :tr'lllel ws.ys sho'..tl,.; ~=--e 

:·;·~y"". ·-._-;j ~"J :_:_;,.~h ·i.~ pc::1i.cle to cu:mtify y~·..ir 
i.:-.for-.d.~ion. Jo !'lot u~:;e :oo accur9.te fie;ures. :~ound 
off the fit:u.:::-es so that they do not indic:i te an accur'.3.cy 
wr.ich do not exi3t. E.g. if you know the popul'3.tion in 
a to·:m to be 34370 paople and th9.t it grows with 12 % 
p. s. the popul~tion t!1e :iext 5 ye'3.rs should. not be 
estim~ted ~t 94,494 - 105,834 - 118,534 - 1)2,758 
'U'ld 1·~8,68.S b1

.lt: 94,000 - 105,000 ·- 118,000 - 130,000 
and 145,000. 
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12 % can eve~ if correctly specified o: cour~e ~ean 
=.nythin:: fro::. 11. 5 :.~ to 12. 5 ~- :rence the !=-st 
figure can be s.nything bet·.';een 145,000 and 1 :>2 ,OOO 
(That is if tee percentage remains at 12) 

For inveatrae!:t calculg,tions 9.Ild in specific9.'tion of 
yearly costs ur..der the profitability ealculation 
you should rou..~d off all figures to the ne9.rest 
Rp. 10.000. 

·.vhen you C3lcul~te results in percent, do not t;i•:e 
decLmals of the percent except st ti~es for ~i~ures 
t.:n.der 10. Hence 87 = 17 % of 5178 (not 16,8 ~). 
:While 19 may be written "3S 9,7 % of 195 but never 
as 9, 74 %. 

:;hen data c9.rry a high extent of inaccuracy it is 
better expressing a quantity as e.g. 

40 - 55 % or 42 - 48 % depe~dant on 

the ~ccuncy of the infor.::ation : .. :i.ti!er tr.:"ln 
''approximately 46 %" 

-\11 costs '.!:-ld prices shouL2. be co::~;>uted in Indonesian 
Rupi~s except where offers ~re i:;, foreir;n currencies. 
':'hese prices ::"J.y be .speci:~ied .!.n the currencies 
specified in tbe offers, ~~d thereafter co~verted 
into R.upias. 

Present costs ~d. prices ·:;j_ll be l.lseC. in :i.11 c ::..~ul9.
tions wit!-:0 1

..:.: 3.ny '1dju-;t~:e~t fo:- t::..:pectef. i!!fla.tion. 
(unle .. ,~ a ~"0 c1·1·;,.. pri·c- i.·..,c .... "'·..,..,,e ;.J "'lrc~rl·· rn,...··n) 

..:.Jj .. "l:J- - -- t: _._ 4~.....I.~ - ..,;.\. _:_ .... _.) ... _. V•\" e 

Under Investr.;ent~ sh1.>uld. ho-never a~ the en4 te aC.ded 
an percer .. tage (no:!'!!:alling bet•.'feen 15 and 20 ~;) to 
cover po3sibl~ price incre~se ~~rinG the ti~e before 
oraerin[ oi the ~achinery. 

2.4. :.~··:e t::~ proj:.:ct .::::'.·~11 .:c~le • 

. ~. good start in sr,1all sc9.le ha:-; .:llw!.lys the possi'tili ty 
of ~a.king the p~oject growing into larbe 3cale ~s the 
experience ar..a the strenght grows. 
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:::•:en i: :::e :"1ro::;:1ect3 !lnd the 3.bili ties look very 
:..~i.,:~t, ~::o:: ~:'.:JuIG. :d·:;:1ys ex?ect th·1t a project •·rill 
::eet :'.:!::~- :d:·,,_:n of U..'le:~pected proble23 L:1 the be;:ini.ng. 
3t:.ch ~=- ;ble:::s -::.:J.y C::\U3e ve~y h:.gh costs when the 
~ro~ect :~ L~ple~ented in a l~rge sc~le and can m~~e 
the pro:ect to fail. 
:~is ~n ~ ~~3~3ter for the clie~t, a ret~~din~ o! the 
cour, :ry, .:·.c: J. she.me for the project officer. 'i)o not 
expect t~~t the project will ~o: get proble~s. ~11 
pro~ects '~:.J. 

?or J. ~:-:·:.11 ?roject to be fo:::·i:ed to run on shifts and 
getting ~r~3~rure towards expansion is ~ lucky 
si::.n.:i.J:.. :;!lC.er-utilizati.:n of '.1 pl·-1nt, getti!:i; a 
headache :~ con~ete for t!1e orcers ~nd :!,,rryi!:; e 
i.1e·"!.~1y L.:·.:. "}f fi:-:ed un1voi:~:~ble co3ts is a stress 
a.11c: 3. c.a::c;erous sl;rain for tne proJ ect. 

Ju :l·J ~ .;::·~_i:0::::: ·:"'.. "moa~rn" :::ech!':cl.o6J ior 'tte ::-·~r:e of 
.Lt, c·.tt '.i.:e :1 technoloGY w:n.cn ·:.-i.LL ;;i .. .re t::e !8·.·;est 
:::1m.aac~uring co3t for :i reasonable prod.:...ctio::. Yolu.:i.e. 

~.L5C ~o ~=t ~tic~ to tne ~res2~t ~~ys o! ~oin: t~l.~~s 
.:.!1..C. tc t:.-::: r-:-:_::i . .:.Lir!y f~r to c~cers·"?.:::e .::2~hocir:G .,.!;.ere 
es~e:--~c:i. .::.. rc1.:c~ :ible s.'1d. !'~ ~ ic-:-_3.l 't00!3 ~r..c. . : !C!!l.nes 

~~e ~i2:1~c. four tis~ 12 ~o-:: ~o cc~y, but tc ~mprove. 
It i.1 :L:::;:vrt:-.i.::-:: i;o rL'1d e~;Jlo;-,-.::er..'t tc~ :Tl.'1J" people, 
but we ~~3~ ~~31d 'to e3p!oy people for the sake of it. 
,·hen i: :..3 :lure: eco:-io:nical "to invest :icre ::!:le. e::::ploy 
.iess. "t:!: ".:l ... :o ::o. .Lf not, you ·.rri.J.l 3i.r:i;uy so0ner or 
.t·:.tr:r t::·::::::::-ier!·:e that t.he :;ro~ect .suf!"er, ·11il.l !'lot 
de·:elop ; ~;)?_-::Ly - :>..!"'_c ·!:i.i! !lO .J.o:-_:,:;er ce 'l·c !e "to t;i "'le 
e=:u;):;:.:c:·,- : . ..; ;-;...11:,·:o .:y. ':"vu ;r:U:3"t ·1lGo ~'.lke ::..:.-::o ·J.~ccunt 
th·i t the t ec!-.nologics.l development cor:. tinues :i.r:d th.:i.t 
•:n.:::~3 '..:; ::.::c1·e1.se. ·:cu ;.::i0ulC. not e3'~:J.bli.::h :i. pl1r.t 
to rl.?.:: ::::;.t ·;ill be :.i.'1eC·J:-.0::-~ics.] tomorrow. 

~o:::e ;:ro ~·-~c~ 3 :t!'~ built up of .:rn~:er3.l cor.:;>one:its t!:'lt 
;lre of .. ,~r-:; ,~i.fferent n~ture. :::.g a rac1.io :nit:;ht 
renui~E:;: 

* ~l~ctronic ~s~enbly 
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* ~3!!.uf~cturing of printec circuits 

* :rooC..en C"lbinets 

* ;,:anu!'9.cturing of knotrs i."1.C. electronic components, 
etc. 

~o ind~stry can be specialist wit~in 30 m~y fiel~s. 
The electronic assembly anc fitti~6 together of the 
product requires very high efforts. If one at the same 
tbe ~=-C:e the components, the product ?..."1.d costing 
would 2uff er bec~use of lack of specialization when 
involving within so many differerrt fields. The 
develop~ent 1-rould be retarded. 

~.:ake u3e of .subcontractors, c:~bi::.:ets can better be 
~'.!C.e b:r ~ ::t'umi ture ft?.ctory, metal p:irts by a 
~echa.~ical workshops a~d c~~ponents C:.J..r.. be o~uered 
fron else·.•:tere while the factory C::L'1 c0ncer:'tr'.3.te on 
develo;:=ent of its prod.uct3 .::.:-:.C. proe:c3ze3. 

St9....11='..:i.:-i!i:ze the product ra::.:;e. Do :-_ot .. !=..rn :::J.ny di ff e!'e::.t 
prcd.ucts. :~:::.k:e 3.S few as pcs.:icL:: i:: :J..:: fe·:: ?Ossi~le 
sizes ::i!' v:iri~tions. ProC.uct io:: '.:ill "tc e:lsie:r, the 
st·3.ff ·:rill be =riore tr3.i:-_ed, the stoc~tcld.i:i;:::; ·:;ill be 
le3s, t~e i~vest2e~t lo~er, tte ~roauct better, and 
the o~~put hi6her. 

Prod.uctL:m pl:i!'lts from Europe 3..'1.C. other highly 
develo;ed F.reas are norm.ally not ma.de for cur 
concitior.s. They aim at labour minimizing as labour 
in the highly developed ccuntrie~ is in short~ge anc 
is extrer:ely expensive. Labour in ::!:uro?e i3 ~he ri:ost 
.expensive production !aator 3.r..d up to 50 ti.mes mor ... 
costly t!:"l.n here. 3electic,n o: er;uipr::.e:!t a.r~(:. 8et!lods 
thu.1 !".~.;:-::to 'ce: ·1~ry (liffc!'e.:t ::r:re. ::::.1 :_3 :.ct 
becJ.u3e we "can do wit~. less", but becaune the co:::t 
will be leiwer and the l:ene fits higher ·:1hen we u:Je 
equi~me!'lt 3.nd processes fit for our e~onorni~al ~nd 
technic:ll situ~tion. Europe"Ul and J~p~nese 3Uppliers 
have difficulties in understanding this :lnd they s.lwg.ys 
will h~v~ the tendency of offe~i~g to us too ~cphis
tica te i, co::i9licated :.1.nC. ex:..ie11si ve equipr.ient. 

- 12 -



For nost technologies 3 vi~e v~riety of ~~chines 
'3.r.<l proce.::;::es .::.re '3.V::iil·.!.ble. If you have to ::-·1lleti 
auotatior.sfrow abro3d, try ~irst of ~11 to contact 
supplies irr less adv-'.3.nced countries, li~ely to quote 
equipment fit for our situation. 

:f vcu ~ave to c~llect auo~~:io~~ f!"OE the ~ore 
~;ophistice.ted m'.!rkets abr.;:.d., supplier our situ~ tion. 
Their "'.J:tsic equipment 1!19.Y not be possible tc change 
to fit with our requirement3, but the arrount of 
mec~nized control handling ~d trs.nsport i3 fre~uently 
option~l ::tnd proposed different for differe~t s{tuations. 
~Pese extra devices often re?resent ~ hi.ch p~rt of the 
tot'.ll pl9.nt costs. Try al30 to think yourself how 
their ?13.nt and the oethod3 C':l...~ be si~plified i~ 
directio!l of lower invest:::E-::ts, '.:LOrE- 13.bou::- fo!'ce :i..11.d 
lower total costs of the proc~ct. 

~ou ~~ou~ C. not r:mke a proj~ct l:ibour ir.te::.3ivr: ~u~ t 
for ·the .sa~:e of it. (There is ~lso a li~1i t :,,)::- ho·,v 
l_,_'.Jo'..tr intensive 3 }-roj ect 3=:_ould be) 
-~he r..:3.in point is to .o;elect t~e r.:ethod ·:ihL:r. ~i,:es 
the totally lowest co~ts. 

3e:o~e selectin5 2ethod, co~?~re the metho~s ecc~omi
cally. :'he beet way is to (:3.lcul:::.·ce the to~'.ll :,-early 
i::o.;;:t for the altemativ·es a..."1.d cor.~p'.i!'e. C3.lc:il~te 
li~e thi 3 in 1000 Rp. per :--ear: 

:·e?reciation 
Inte!'est 

Labour 
·- . + ... :.l1n ... E:!11n.Ce 

Zlectricity 
?033itl~ ~i!ferecce3 in 
co3t of ~~terials etc. 

Tot3l ye~rly cost 

• .. "..1.. :er- 1 Al r,e:!'- .~l tern:.3.tive 
:::3.::.•!e I ~·:n;_ ~:e :r: III 
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If the :.1ethoc'.s :::::... ~.-e _1.p;-roxin9. tely the 3g:.:e :;e:irly 
A "'-h 1.... • • • ..... 

Co ·-"- o.,- ''l.·l,.1. ·· ,.,.. . .,lly p ... e•e,..e • ,p ·.:l .,..,...,'1; 1Ve ··q .. L 
J'..i' .a. .. '=.. ----···-- ..... - ,,,, __ ... 1o.- ..... &.- .I ··-

tt-:: lowe3t invc;.s"t:::c:-.t. This gives tC.e lo;vest brea~ 
even point, :u.1.d ext:::-s. s9.fety when the s:.:iles '-lay tum 
out to be less -:::i"l expected. 

Do r:ot "1tJ.c~ :.:: ':::...".) ::t3.:-:imum iw1e:::;tment per €:~,loyee, 
but of course, "':i:e lower the better. 

E.7 How to collect infor.:~tion. 

2cfore ::~i.tL1c tr:e :;reject p:iper, collect the info!"."::1tior.. 
you need. ::.efore ~cl.:.e:::ins the i...'1f0r.i.ation, try to list 
the i::fc:-:::3.ti.on '·ou :::-e:uire. P.1ease ma.lee use ot the check 
list in ;>sc~ion ~~;.e o: ·the Project prepe.rs:ion tr'=..ining 
progrx:::-,G. 
?Lr1d f i!' :> t out ':1h2. ~=-- :.:~: v!-::~a t io~ i:o ':.! VJ.i~ :.bl c ::ii:!:in the 
ort;'.'lniz·1 tioa. 

For ~ore detailed i~~=~~~tion on the collection of d~ta, 
ple:tse see -:i.Lrn i:: 3e•::::.Qn one t!:1e c!.1'.lnter, 11 Progra::1::.e 
for :oll~c~i::,s. I:-.f.:.::--:::.-:-icn for ;>re:p3.ratio:: o: the 
fc.a ... i"oil;t·· -t11c~··" :;.or "rh3.t E:VE .... ~.--<'c-r-·,....tion ; ... l,,c'rir.-- v - ,.,.' --J ..t..; ... • .. • •• • .- ~ ••. .L - ........... - • .. -..:> .._.. -~. -.-t~' 

you c~!'l o:--, ~;en.£:!':L ::r~~ cct i:~for:J·-nion en,:-_uire !ll3o ·.n. "th 
-.:my of tI1e follo;::i~.:.; sources: 

::~r;:.·t.::7 ::;" I:::-....<3-:.::·~/, ,Jln. G:itJt r;;ubrcto 52 - 53, 
J.'1!.: ~rt"l ·::it~:. t.·e :--·;er'll Director9.te Gener':"'..13 • 

.. Li_i.::::ry 'Jf '.:.:r"!.~ _, Jln. Abdul :.:uis ITT, Jg_:.C~i.rta., 
·.·:i th tl:c .Je"."er~ • ..l. ?·irectors.te Generals. 

- · ... L·L:tr:,· of ~-i:-_::..·.c-:-, .Hn. Lapangdll i:l::1r..te:!1.g 24, 
.-~--~- ~·7 · ·:'"!-\: t'·.7 - ... ".,.. .... , Di'r,.·c_....o.,..,·•+e ·'"'::.,,.,-,,-·,1·- i·n -·····'·• ,_,_w ... -·-·-- -"--w V-··~-···'J. 

:~-~~t.'..·>-~.:. ".!" -:·:c ::..:...:-:::~:0r:.ite Ge~er1l fo!' :.;;,::.stoma. 

('.oorr'.-.1.0 "'.'.'.t_;,..,_r1 _r:.~_,._ ...... _,.:. :oar Inve'""t,.,--..., ..... ,.. ('<:,r"01"·) 
- - ., ...J c ..;, ····-=·· !..;;> - .'..Ih. ' 

Jln. G~ tot .~ubro to 6, J :\k;lrta, with the Provincial 
:=:io.:lrds (!lormq,11:: 'l repre~entative o~ the industrial 
K'ln'.•lil i8 ':l. :r:e. -·r.er '.)f the Provinci.'1.l Eo·:.rd). 
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~··::.ti: ::·_-,_1 -:-:~ic:.1tific Docu.":!e~tat::on Centre of the 
Ind.0~~23 i:::.~ I!!st i tute for :icie!lce, Jln. Ga tot ::iubroto, 
~om.pl. :::.I?I 

~~'.l.tio::·~l ;~h tw.ber of Com.-::erce md Industry • 
.7l:i.. i c!"1.'..ek9. 'i1 imu.r 11 , J:ik1rta, with the Provinci3.l .. . 
V!1-_1..::::... C:r 

~;3.tio:::::il Ir:for::s~ion Centre of the I;:ini::;try of 
Inf or: ;-:i. tic~~, Jln. :.:erd.eks. Barat 9, Ja~arta 

2~ ,~.:·:.::.D, National 
._"'."ln. 'i'.h~.:rin 11 , 

~gency for Export Developner:t, 
Jak:.rta 

Ean~ In:'..JnE::3ig,, Local br':mch or head office, i:-.:?.k:?.rta 

E ::Ln k F e12 b ~-!1 gun:m 
.Iln. G0ndangdia 

Indonesi~, Loc~l bra...'1.ch 
L~u::a 2 - 4, J~karta • 

or, 

:::: :L.•C, i:b.i ted ~~at:...Jr..3 Development Organizat~cn 
P.c. Eo;.: JOO, A. 1400 Tfier.na, _.·.ustria Crill reply to 
::; ;·E.: cL:i: '.~:..ie:-;tio.'."!3 en ::-t·i.'1.ufs.cturi:ig t2 crmol: ,:~y, 
:::.v.~il .. • .. blt:: _:;uppliers o: e::uipmer:t etc.) ~J::ey ::~: .. ve e.lso 
~y·:;il·::::::.c :•rinted ir..formation on a range of 
t e cl:r .. c l 1);_·i.:. 3 • 

... r:.:....-: -_;i;: .J f f· . .:.~tLer specL~lized ins ti tut ions c:.m ~rovLie 
ir..fo:"'.~:ti);:-; ·~:,,.:. '.:l:=lve libr=.ries to ;:,-our ·1ssi3t:?.!',cs. ~he 
foll J .-;:.:. --~ .:i:.e:.: c:.m be : .2n tio!:ed: 

:o~e Ll~r~ri~z ~~d In~tj.tution3 ~ith librsries: 

(:?Jr ;.:ori;: ·.'.et=.ileC. infor::i.J.:ior: :-ee 7LI:GC I:.S 78/078 
~crs:.'t :.). 1:'.'-: ''-~ 01.I.ice :o ir.for.1::iti:i~ sources :.·or 
:.;;:;'l.11 I::-.~stry develo9ment in IILdonesia"). 

:~o. of Books: 

Arabcn :.:!lrL1e '.:>cience Centre Library, Ambon 600 

- 15 -
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:~o. of f.ooks; 

B~jarbaru Laboratory 9.lld Testing Institute 
for Industrial products, Banjarbaru 400 

Teleco=unic~tion Rese~rch and ~evelopment 
Centre, Bandung 4.JOO 

Esndun.g Institute of Technology 45.000 

L11do~esian Institute of St"'.!'Gardization 140. 000 

Ger?..T:.ic Research Institute, Bandung J.400 

20.oco 

Cellulose Institute Litr~ry, 3'.lrlcur:g 2.300 

~e3e~rch In3titute fo~ rea :l!ld Chi~chc~a, 
:: '.JI: dung 3. 000 

~~in~r3.l Tec!L.11olog;; d.evelo?:nent centre, B:mdur..g 

.Jeo lo$ical :1ese9.rch '1!'.:.ti developr.ten. t cerr tre, 
2· ~ ~ ·.;-"1. g 

:~9.ti.::-i 11 "Electronics 11!"'.d :;lectric~l Re2e·].rch 
I::z ti tu te, :a.-:i.ndun£ 

Ir-dcne3i3n Institute o; Sciences, ~-9....~dtmg 

Dl3ti:ute of textile tech~olo.c:r, E::l.nd;.t:"'_g 

.Forest ?e~e~rch Institute, ~osor 

:~utriti0::: re3e:lrc:: '.l:!.ci IJevelo::ir:1e!"!t 
3ogor 

·:.en tre, 

I·~utri tio!l Reseg,.:-ch md Development Centre, Bo,:~· r 

Pes~·:..rch I:isti tute for estate crops, .Eogor 

- 16 -
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:ro. of '5ooks: 

Cent~l rese~rch i~stitute for x~:Lll!al 
:~v.sb'3..!ldry, Bogor 

Institute for research and develcpme~t of 
Agrob~sed Inaus~ry, ~ogor 

Bogor Agricultural University, Bogor 

~~s.tio:tal Librar/ for :\grir.~l tural Sci2::ce3 

1;,:itic::a.l Ir:.sti tute for LCo:iomicsl =.nci Sochil 
reRe~~ch, Jak~rta 

i:3Ilk Indonesia, Jakart9. 

:~senc:r for f..t:velop;::cn t :1!1.d 3.pplicJ. tier.. of 
technology, ·!9.ke.rt:i 

:~ir:i.:;try of Industry, Jak:::.rta 

J:i~:-~rt·J. :2uildin; Information Cc11 tre, Ja.:0:3.rta 

::·.i tio;~<il :i:-:ency fer .:xport :Jevel0p.!:len t, J·.l~:l.rta 

:;3.tior..'.il :;cier.tific Docwne:it·-3.ticn ;entre 

Electric Power Research Ce:itre, Jakarta 

Cen tr~l Eure s.n Of Stati9tics, Jakarts. 

Semar3.Ilg L~borators ~nd Testin& of Industri3l 
proJ~~ts, Serr.ar1~g 

Je::ar·1ng ::.:'.u2.ldir:;;.3 In:oi-·.=. t .ior: ce:1 tre, :. e:.: 1.r~!....,£:; 

Surabaya Building Infon--:a.tion Centre, :3ur.3.b~:ra 

Surabaya Laboratory !l.I1d Testing Institute for 
Industrial product8 
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1.000 

4.000 

50.000 

75.000 

17.000 

30.000 

S.'.JOO 

4.000 

1 .aco 

45.000 

10.000 

25,000 

800 

1.)00 

2. 700 

2.000 



Sur:1:19.ya institute a: tecr..nology 

:!3.sanuddin University, ~s.cul t:t of 3cier.:.ce 
~1C. Engir.ee .:·L."lg, U jur.s P i.r..d.9.!lg 

Ujung Pandfllle Labcratcry ::i.nd Testing unit 
for Incustrial products, Ujuilg Pandang 

'.:;s.ja.h !lada Universit:r, Yo:;y!lk::1.rta 

Institute for Batik ~~d ~3.Ildicraft ~e3e~rch 
'l.!ld Development, Yogy3kgrta 

Ce~tral Institute fc~ Leather, Rubber '.:!.!ld 
Pls.stic InC.u-:;tries, Yogya~:'.lrta 

..:: o. of 3ooks: 

28.000 

1.coo 

500 

18.000 

1.200 

2.600 

You .::9.y ·ilso chei:k with :.-ou loc3.l Urri versi ty libr·_:i.ry, 
the :.~unicipal library, the Lib r~ry of t.te loc3l K1:1wil, 
or i.n Js.;:':lrt:i '.,:Ltlstry of Lri.O.ustry a.nC. tte litr;i.rie.3 
of :he differer;.t ,~~J-'l33ies, especially t:-ie ~~":'le!'ic!ln, 
t~e :Jutch 9-:i.d tne :Critish. 

?or .:>t~ tis tic'll ..::nfor::.a ti on or:. local Condi :io~s in t:encral 
check with the l~t0st edicion of: 

Statistic Indonesia (from Biro Pudat, J3k:irta) 

Por export md Import volumes '3.nd other export/i::-iport 
info:r;.iation check the lsst annual edition of : 

Imports. By ~o::uJodity and country of oricin 
(1Tol I ~nd II) (3iro :t~tistik Pusat) 

i::xports. By Commodity Coun trJ of Des tir:1a t ior.. ·1nd 
Part of Export 

Directory of l:n done s i.'l.!l 
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For Inf~~~~tion ~bout loc:J.l Industries: 

I!'lcLus tries Jirectory, (List of r.:anufscturers, With 
.:::pecific I::.fo:::-.:3.tion (Public Relation Bureau) • 

. , t . . ... . .,. . t 1 9 80 'tT 1 I d I I ,.. ... 0 ; .... :. ·3.t:..::1.lC .:.n:::u2 ry , ;0 '3Jl • vOn1..~ 

ste.ti..;tic3.l (Infor.·:.ation on x.any tracies ~bo~t 
proC.uction volU!'·1es, e:nployment, costing etc. 
(21ro fusat ~tatistik) • 

. ::r.nll 3c1le :n~u3try Indcnesia 1979. Cont:3.in sL:iilar 
i~foy:,:..tion ::.bout the Cottac;e Industry sector 
(2iro ?us3t Jt3tiatik). 

Cott·:::?. __ :e L.: ~us try Lridonesian 1979. Co!1. tain similar 
i.r.for::,~ti0r.. abcut the Cott'.3.ge Industr:i sector 
(Eiro ru3it ~tatistik). 

Kon~~3 Indonesia 1982. Li::. t .;;:;3.nufact~rers ·-:..::,::_ tr-3.ders 
of -.;er';;· ~:'3.!LY corr:c•iities (?.T. Gr.media., Ja:·::?.rta). 

::pecific2-:::'..on o: items under the orod.uct ~eser-:J.tl.on 
Scheeme. Products reserved for small industries 
(EIFI~, ~~kirtq). 

f'O!' .~;; ~- f~rt:-.;:r ~) t -~ ti3 tics, Cr:e ck C.::l the ·1va.il'.l'uili ty in 
er;.:~ Li.:;: o: Fublic·!.-f:ic!'.s, Jaft:ir Fer..Eroit:'l!l, ~ire I'll.sat 
. ~ ~; '·!,, t l ~ t :. ~ • 

For i'i. : . .:.~-~ ~>:t~, .. ti~i~,:; suppliers of machinery ana. rt1.w 
!i!~teri·u,;, C!:~c:e !'il.'.H vf all. 

various telepho:1e 

.?or I~:..:'_:'."T!.~tion 9..to·..;t fr.:ir~i_:r. ~~1:'.c!1ir~e:::7 -:.~d SU.'Jf.·liers 
} )'.)·_ ·::: t,. ... ,.: · ---I~,~(.;tcri~~3 fro.~ t~1s ::e3::~-Cti·.-e 
·~ou.;_;;.:'L";-~. :c'-l ::.:J.;/ ~~-'o co~it'.1.Ct t!J.e:ir loc~l cc::-_ .. ercLll 
reprcsE::: 1;·~:i.:~s. :..:.e;;•,;:~dmt on t::e reaLlirements, v.Ju 
~:~·3.y .:'i:',~:- potential :,·J.;iplier::: in ·1ny of the follo;rine or 
otl-:e:- c::i·,i;.: tr:.c3. 
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The first mentioned ones are tracitionally suppliers 
of low cost, simple, and labour L~tensive goods. The 
last mentioned ones supplies often high quality but 
generally too sophisticated, and extensively geared 
on labour saving. They are frequently also too expensive: 

India, Taiwan, Brazil, Hong Kong, China, Singapore, 
South Korea, Italy, England, Japan, Holland, USA, 
Sweeden, Germany. 

B.8 ~~ Decimal Classification. 

The project paper should be written in accorda.~ce with 
decimal classification numbering system with main 
par~graps, s~b, and sub-sub paracraphs. One should follow 
a fixed pattern of heading the paragraphs as follows: 

1. ~AIK PARAGRAPH. 

The main paragraphs should be numbered in front of the 
fullstop and written in CAPITAL LETTERS, underlined. 

Jump 5 line spaces from the en1 of the former paragraph 
to the heading and jump 1 line space from the headin5 
to the next. 

1.4 Sub - Paragraph 

The sub-paragraph may be written with heaaing in small 
letters, underlined with 2 line sp~ces over and 1 line 
space under the heading. Numbered behind the fullstop. 

1:.4.1 Sub-sub Paragraph 

Sub-sub paragraphs are written with small letters not 
widerline1, 1 open line space over and 1 line space 
under the heading. The number of the sub-sub paragraph 
to be determined by the second digit behind the full-st~~. 

- 20 -
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:?ur::-_-:r -::.t'b - Di Yisions. These J.re not rn.~":lbered, the 
n' ",.:.; ·- - -~- ·ul °' '\-,~ .,,.,..1.' tt'.en l.. n._. ~:.~:lll letters ·:\r.d lLl"lder-- • ~- -- ...:;; ... ~......... \..0.. .. , - •• - v -

li.:::E.~ in ·~i!e be~;inr:.i!l.C of th~ line of the p3.r~~r3ph. 
The3e .1ub-division3 c::.rr cc::.e under any of the e.bove 
heaC..:.:.:~cs. 

Pro~~~ts o~er 25 pa~es s~oul~ have 3 sheet behind the 
title p-:l,t;e ~1i th specification of co!ltent and appendixes. 

B.9 ·.vh•1t ;,o wr:.. te first and last. 

The ~ilidelinEs in the continuation are written according 
to :fe fe~sibility rn11dy working plan, in the ~:=..::ie order. 
It .:.:i '=-3 r..J t me,_·m that the study writing should be done 
in the .=---_1.;."JE se~uer:ce. It is norually not Dractical to 
st ~rt th.::- :·o r:~ing with the ir.. t rod.L~ction su:r.I!-~3.i:r.f "t-'1C. 
en t ~0;'::e:-.. e 1.J.ri -=tl situation ·ind t!"~ere!ifter (;0!"1 tir.11e with 
wri ::.~:-: ~rod.t:.ct ::u:d m•:lr~et ir .. fc!:'!":stion. 

1he ·.-r:. ti"'.": ; st:quence c··ll .:lso !"!Ot be ur...ni ~:er.:-:::llly 
. .:.et~=::-.ine·~. "lh'3.t should be investi,:.;::!.ted ~~-r- written 
fLc.:: ·.:ric. L>..st ·.-dll h:lve to ·.v-:iry :ro~ prc~ect to project 
:ice.:::.<:..~-.::· tv the situation. 

Fi!'.3 ~ ·J!·H; '.5:-~oulr; however al·,·r~:--s cc 801"'.'le li::li ti::i rre
fe·:i_ :.":.. i_li t;; .:>tudy investi.:,::itio::s to sort out t:ie .:'""::ljor 
..;it_.:.-:i.1~- -::,,,_,_: t~:e 3cope for th.; :proj€ct •. c:-~ter th:J.t~ 
:::'.1;y- :.. : :--:c·:".':·.--.11~- )~Y to c~mti::ue furtter •:;.L t:i t:~e ·.:est 
~lif.:~ ·:.'.~lt :..:::·. ·::.u.1tful poir:.t:1. It v;ill 3.i.:::o '.:.t: n·:i.tu~l 
to ··.:.;:~ c:: .>e•rer:-il poi!-.:.ts sLiult-1-'1.ic.usly. 

A n0~ ~l .58nuence ~:_th uuch roon for v~riations ~~y with 
the--:.: ::·e: :--:,rvr.i.tion;.; 'oc roughly as follows: 
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1 • Ch9.pter J . The Products ·>..n.C./or '3ervices . 
2. " 4 . '::he !.iar~et Situ.3.°tion . 
). " 

,. . Selection of TecX:0logy b . 
4. n 1 . Proposed Fro du ct ion . 
5. n 8 . Loc9.tion . 
,.. 

n 5 . Sales Progre.mm.e 9.!lG. r.i.srket Strate;y o. . 
1. " 9 . The Economy of the project . 
a. " 2 . The Entrepreneuri9.l situation • 
9. " 10 : Implement9.tion pl.3...'1. 

10. n 11 . Conclusion and Recc~"'.lenC.a tions . 
1 T. " 1 . Intro1uction and 3~.toa-:iary • . 

The m.9.teri:=.l in C:ifferent ch3.pter.s c:::.:: to:1ever !let be 
finished, unless fir&t clarifying aoce o: the content 
of l~ter o~es. That may include the fullowing matters: 

Ch3.pter ) : - )o !lot start to ·N!'i te ~~--::ii::.g unless 
first checking t~3.t tl:e level of investments 
!,,•rill be within re'.lch 3.!:d :r~E ?ro fi tabili ty 
projectio:is ,.,ill turn out with a positive 
result. 

The nelected 7~rieties ~ust fit wit~ the 
~:i<:.rket ren.uir~ :e,:ts :L~:. t~e .selecteri 
t~chnology. 

11 6: - rhe selection 0 f tec.b..r.:.lo,;y l:!U:::' t fit with 
the locg,l situ.Ttion ·:Lri:. t::e; ;.;election of 
entrepreneur. 

" 

fl 

8: - The location nay de?e!ld o~~ ::n.r:.=et strategy 
~nd entrepreneurial selec:ioP.. 

9: - ·:he prr.:op;:.;::-·::itio:-. Lne.:-ec .. ::.:; '.JI t::e L.ve:.n
ments depe!'lds on tl:e i-:.;>le:~er.t3.tion pla.11.. 

·rhe :Norlcing. c::.i.p~ t;l re ~~~re:.;en ts depend 
on tne profitability estL~ate. 
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C. FEASIBILifY .5TUDY NvrlKDiG PL&i. 

st~d.::?.rC. pL:..:: fo:!' the co~tent for prer :!.r'ltion of 
fe~sibility studies. 

For ~c~e ~~t~iled ~uideli~e3 on the diffe~~~t 2~tter3, 
see p ~rt 2: "Guid.elines for prep.~r!::.:t; t:::.e in.U.i-::.,:.•..;.:11 

sections of the feas::.bili ty study" 

3hort ne.s.:!.·:.-:tion of t! e ;-ropo.3e<.i pr·)~2ct ·::c1.-: of 
pro•i:.Ic ts : :. i:. e -.,::..:-i..,_i:::i~tured 9.!'..C../ or :::; ,; !.'-rices to c e 
offe!"ed. =~is :3l!ould hit-;h-li;,;ht t!-ie f.:llc·::i.r.::.;: 

{·3.) :.oti•:e for the prc;:osed. ::_:>!"O~ect e.;. i.:,_::.ort 
. .;;;.lb:; ti-:·_< t iorr, expo rt, u:~~ '.1 tis:· ie: c lo c·~~l .:i e~.· ·-::-~ ·i, 
.: 1.Ic.:.:>:--_t::::icti;;r_;, r0source u~sr:.i:.:i!·.:, .::tc. 

(b) rfiention briefly i.:i.port:i!:.t r:ai!'! .::;it:·lt::.:>:1.:, --- .. 
t::e ?r::-:-2ct, as; .sales .. 1etr..oc.s ·:t•:·: ::: :.r:-:.:.:t 2c·.~€'r:-.0e, 
:> ~:. €: c: '=d t ech .. "'!·.)lOCY, loc:J. t io~. '.1.!:·~- e:-i t !.' . _· rencur 
3::.ru:=..:i.)n. 

\c) :):z-..::::::.:·:· uf impo.?:t:l'!'lt c.::::.t1. li:-:e in.ve::;t:..en.t lc-.-el, 
~r0·.l'.l·::io!l vc lr.ise "1~d.. V'.1.lue, nro i'i-: .!.~ili -:-: , _-·: "'.'·: .)·;
:::e:!t creatio:·., protection rcquir€?.::.C:'.:t8, etc. . "' 

·,','here t!ie S"":'on:--,o.··s nr ..,.ppli' "'ant... 1.
0 ll be " ,,..,"' I • - "" .., ., ·.·1 . .,·: ... '"'r n~-\~'1ger:J, 

st.ite: 

(~) •. "l'"0 ( ... ) J.\ ..... _ ..:t ' ::idcre:=rn ~nd telephone 
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B. 

c. 

(b) f~ese~t Cccup~tion 

( c) Pro!:=· .;sec. C•mership stru:ture; 

(d) 

(e) 

(f) 

Skills 'll!d oualificatio~s withir: the re~~i~ed 
technology. -

Present Bankers, creci~-~or~~iness i~d ~bil~ty to 
raise t!:e re!luireC. eCluity in. time (owners o·:m. 
c~oital contribution) 

:v~lu~tion of the ~pplic;~ts ~bili:y to r21 the 
p!"Oject. Possible L'!lproYe'.:!.E!:t .ne3..:;ures to ::e t'l~e:i. 
2.s ex:~ trainin& or ~s '!i.3t"?.~~ce 7li t!~in ~:3.:r·:.cti:;.t; or 
productio~ supervision. 

If the sponsor.:; o:r- e~!treFre~et.;.r~ ;;:ill n0t rr:.::.::_. :e t:=:e 
pro~ect, :l..'1. ·:iccept·-ible :ri.~!:::. _-e:· scc·..:.L~ :'= i >::: :_.:i..::d.. 

For e·.•1, __ :.e~: 

( ·l.) P!'o~ ~- ~t capacity rel'.lteC. to :::13.r~et de::!9.!:d 

(b) 

( c) 

..,ec ..... -·--:-."".c.·ec.· loc"'+i·~..,(,..) -· ...... ~:...o T\ .... "' :Pc+ ,,. : 
-."' .. : . --:·: A"" - - ·l J - I.... - • • •: - ;,.; - \,,; J - .. : ""' .......... 
i::.J.!.C ~~ :.v!1. :itout ho-.v ~.::·.:.~,:.- .-,~--~il·:.r pro.:;~c"':-; -:--_c·...;.l~-
be <.;..;'7-. ·.":::l i..:>hecL 

:: .. e :r~ ·: ~ :_: :o 
!" 1~co~-.:::e=--. :·_en 

.... - ~-rt ···~ .,.,,. ....,.;, ··t ~r"..:: ..... ~-) .... - ··- ,,;.:'--'..,, ~ -c; I,,.: ...... '...y.> 

1 t. ~ .. . ( i.· ) oc:l .. J.'.)!1 ~o:- t!':l.3 1.:1e::e 

( d) ~e -::ui::-E= ·.,.::-: t3 to t;:e o·s::e::-s/: '~r.--:.. ·er:J rcz: ~!-~ . .:.:~.: 
n::!..'13;:;e::e:-it ·md technolo:::;;; .s:-~ill3°, c'.!;.it~l cc··_t1·ibutio!l 
·ir:d buiLiir..: availability. 

(a) ?fature of prese-nt bu.;i::e;~:?. Prcse=it prc:.:uct.::. 
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(<i) •:h?.C;e in e:.:ploym.ent (~nan·1~e:~:€:1.t ::·La. l:ibour) 

(e) Oper~tio~al 3..~~ fini~cial record: 

i Description of existi!lg :fa-:ili ties 

ii Trends in his devslot::::nent 

iii Cap~city utili~ation 

vi -·"udi ted 3..>r~ual accounts --l~;; ':'...."'1.r:.U.3.l 3'.llE3 
voluoe for principal p~o~uct lir-e3 for the 
l~st 1 ye~rs. c~s ~ppendix) 

v .3~vik reports ·1::-:C. state~::e'.1ts 

(f) Zv~lu3tion of the ~~plica~t•s fitness fer t~e 
proposer.. e.x!nr~sion, in.;:: when rer:uire-C:, prc;io::EC.. 
or cocditio:::il charri:€:3 in the 3tr...i.ct:.:.re. 

). THE PRODUCTS M;D/OR SE?.VICES. 

(b) 

(c) 

··011 o, .. ;,.. ~ ,...J.'.!c 11 lc: 'oe hi.· -'hli c-hted· 
• - • .: ........ -~ .. , .. 1 ...... ... ... &" -o·- • 

:.:enticn other products t!::..it c·m 3U~sti tutA or be 
sub3ti tutt=:d by the product ( ·.vhen a;'.:;lic-~bl~). 

: :en tion. a ttricutes 'J.r'.d./ or haz~rd.s c: -:;:e pro di.;. ct 
·i..'1<l its cffcct3 on t!:e co·. >'.L."":ters c:· :.··opulation. 
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4.1 Existing Sc2plies 

(a)_ ·.~otj.l volw:.e •..i::;:. Y~l~e of t!-,e lcc:::.l proiucticn 
of the p:-oduct. ~iatribution o~ relev~nt varieties. 

(b) Production Volu.~e within the ?rcvi=ce/Kabup~ten 
::ind/or to .. ·.rr../r::3.r'..:et 13 r:i'.ly be rele":·~t. :;hen it i3 
relevant, procuction vol~~e al3c ::..~ ~ei6hbo~ri~6 

areas. 

(c) ~..:pe:i.fy ·::.s ·:;ell -:.3 pos3i:.,le ~:::·:;::3 :: t!::e :::.:!.!''.1:3.c
turers, their ;:ro:.ucti.-J:l ":clu;::e, ·:::.ri~ -:ic3 :.:-.ti. 
0ther :--, ~tters ·,:.s -:.:.y "Ce fotw.d re]..e·:;...'"1.t. 

(d) ·.:::1e ce~e;·?-1 ;~it:..:.::.-:io:: ·::it{:in t!.1~ : .. ..:.~:lf3.cturi-.:; 
:.·-..c,u3tri'23 i·~- t:::.s tr-:.,_:e. Competition, Profi"'.:·..:.~ili~.:.;, 
-~ .. p~.:;i t:' utiliza <:ion, qu9.li ~y. Ca;3.bi:!.i ty 3trer..{;.t:t 
and economy of tl:e companies. 

(e) ue":elopne:-:.t s::..t-~:l:;io!'". ::it'.".i ~- ::::E ::::.-.::.~e. Change 
t::e production ·.-c::L:.e :f~-.:..-.-. ::e:"!r \:.::; ~:e :.r. i::nc:-e:i:~e 
in !'.urr:ber of e:::.:-.=r;;rL;es. :.:xisti:-_:; ;l . .t~.J for :;t.?.::-t 
of o t ~er ~ iJ:i f i ~~ .::.!'"~ t r~~'i~.uf :.i.~ :·l.1·i..":.; ·_:_.::it.:;. 

::::oc rt. 

(<.i) I:::port ~.--:>lw::e "t!Hi v:1lue ::Prer the l.:.~: fe:\·1 ~-e .. .:.·3 

(b) Jutieg !!"".ri r~.3tricti.::'l3 on i.:::port··~'_i...;n 

( C. ) Gor:-~;:lri3Cr! of ~:·ri-:€, ::uality ·.1.nc~ ;:-e~E:r~:~ce 

witr local pr~duct~on. 

(d) 'The cer..er$ll 3it'.ld.'tion.. :.3.."1e ::i.::~:. :t!''?!'".c!~t o~ t:~e 
importers. C::qected futu!'e ,;~vel~ ;~:~.~ t. 
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4.) 

(b) ?estrictio~s, fo~~alities snd possible export 
·':.:.:-: ies .Jn :~1.e proC..'-tct. Poss it.le di~:J..G.v·:i.:1 t :!. :..:e3 in 
exporting t~e product. 

( c) Possible specific C.e:1~.nds to exportation 1nd the 
9ossibili ty f?r this ~roj ect to cc:pe ·t1i th t'.-:e 
d..e:~3.!lds. ::-~u~li.ty - price.s - -::uanti.t:y· - p::ij-:-:r.:!lt -

~xporting org3.I'!.izations - e::port i~_centives. 

4.4 Tradin~ of tte Procuct. 

(a) 3~ecify t:::e nomal :r2.c.1nG sy:,ter.:. .:.11d tr-::!.d.i.,..._::· li!:l~s 
from r::~uf'.2.cturer to 20.'.'1.:u..:::er. .'~pe ci:y t!:e _;.ro :1 t 
2~~£ins ~~~ expensE3 ttat ~re not i~cluded o~ t~e 
differer:t l:=_,i~::s me. 2ho.v !'J.3·;1 the orice buil·~ u
f'..,...,,m ev f'-.c~,.... ...... to .,.. 0 +--,;1 ~ri.·~e i"r.,. 1 1•de "r0 := .:.f-
--...; 4~ .... _ ..,·..,1...:..:1 -- - ·- .:.' - • - ... .:.--~ ..L----_,"--"'' 
f:.,...~"n·.::....,o.L.· .. -:~,'= ;:1 '""!'l ~ ........ .L-... ·-=- ~-~v ·JYl'1 otli-i~l"" c:":·~r1-·es •-:.o.J.~~~J v-·---~ .. , ···~ -~ ~'-•• -••'-'- •·-- .L:..• t.,;° o 
Co:-.cLtde ez f:i.~tory ?rice. 

(b) ;hen .::i91ific·'l:lt, a~eC'if:; ~l::;o otter tr2.ci.L::: 
systems t:-.~t :l!'e i.:: use fer t~:e r ... od.uct '.>..::d co::~~:·1re 
.3u~ t:~bilities. 

4.5 "I'te ::;x:·;~ir:r: ~;e::.::.l!1d "3il;u.::.tion (Nhen different :.::-J:: 
exi:Jti~;~ l·~r..o·:.n .J 1.ipplies) 

( :~) :.',,.-'-i~1:·tc.' t->~ ··o11·'"p ·-· -,·c. -·i:. .... ,,..,_. -.','1'."2'.~.i·ql_"~r °iin --.1~ ... _ .. - .. ___ ., -.A-·a.- '--'- ..., __ o;;;; ---·~·---·...I., -~ - - ~ -
differe~t f:rc.:-:: ti!e .:u)ply. .~1en :~~-:?ort.:-:t, ~·.!:'c-
fe ... "'bl1· •i:=:e ., .... :.'L'Ch -,,- 3 ...;; .1"'"t=-re,.,t ··•:-o.tJ.;on·~ •o 

- ~ " - ~.,.,) • \. -· .... -- - - ... .. - ·- ..... J .) !,, 

cr::sul·1~e 1::--:e c.~E:::··L~·:, .)f'.~:>.p: ·:.:-_r-;_ E"::·:pl·:i!1 tr-.' ... ::: ~1cu2..:
ti~:;.s in +:-c: .~turly r·,-,...,.~.,...o ., ·. :. "·.·.-1· ,,; .... · .•• , ..... . ... ' ---···!-'--- ·- ....... ._.,,.__ "'-·· .i::;..; 

,~:i.f'!'erc:~css ~ ... cu ·lr~:.-.~e ·.· ...... 1 !1c .c.t:1cl;··; ;;c·...;. ._ .. ~...; 
~~Y i~clu~e 3o~e of the follo~inc: 

Delivery ti;:e, c.xcess pricir-"~' dlfferencea :.!• 
:~~3.r!.:et 11!~:.ccz, 
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Direct con tact with s. n.un:ber of cc!':SU."".:.ers 

Fro capita requireme~t c1lculations 

Comparison ·.vi th the consw~ptio!l o: rel3.ted products. 

Comparison with fie;ures from otl:er geogr~phical 
areas/countriesp 

Consumption statistics 
Test sales. 

(b) Price and Quality el~::ticity. ·:her: relei."l .. '1t1 
•AOW how ?-"ld. to which exte."'."lt sales volu.~e :.i.ay 
te depeaC.i11 t or.. prices ·i::C. ~uali ties. 

(c) Geographic~! differe~ces. P~y s~eci3l 3t~entic~ 
to o:,s,n ::.:3.r:.Cet area.. 

4. 6 Se9.sonali ty i.!1 ~'..<;>ply .?.n.d C.e:n9.D.d 

(a) CL!rify ·:,te:::,Er productL.~:-i. s.r_C./or co::::umption is 
affected by 3e~~cn~l ~s~i~:ions. 

(b) If so, specify the ~onthly vari1tiocs 

(c) If prices ch3nGe ever t~e 3e~zons, ~~e~ify this 
~s well 9S pos3ible, poa2itly with records fJr 
the l~st J ye~r~. 

4.7 Specific •Qll&trainta 'l!'ld Prote.;~i":e ::~E:.:l.;;~res (Ii' 1.!:y) 

Product rgs erv9. ti on, nil !"ri:e t re3e !'V·J. t ior:, de let i·::: 
!',roc;r:unme or g:_::eci::'ic CG~:er~-~e=-.t ;::licies. 

4.8 ~xpected future developme~ts. 

(a) Zxpected r~"'.'uircd ch'l!"!.[es i!l r1.e:.;i[;Il cmd v~..:.rii::ties 
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(b) ~xpect:.::. ~h~~ges L'1. price (ot:~er th:1n due to 
:.:fl·:..t:...::--.:.j 

(c) ~~::-:;:iecte·:. c!:.·1:i~es in the d.e!.l?.!:ll volU!:'le. Ir~cre·1se 
or ~ec=e~se. Ch~ge fro~ or to otter rro~uct3. 
~~uantity ·::.r:d expl::i.in. 

(d} :::qecte::. .:;ro·::th rate for exi.:;ting .:l:mufacturers 
J...'1.C. e::?ected production from other new ir:du.::trie.s 
to ·~::::e. 

(a.) <~oncL~ " t::e :'lbove sales volu.r.12s C\!1.C. the ::1:3.rket 
]Os3i~ili:ie3 that ~re open :c this project. You 
:::'.1y ·::L':e:.. it i3 pr-.lctic~:.l use 3. t'1ble 3pecifying 
s lles ~.-,~ ~u:.es for 3. 5 - ye·?..r pe _~iod; ·:ls :":!:c-.m 
on p~ge ts4. 

(b) ~f ::::: :-i:~:.A!"ES of t:::e :-ible above ·:1ill be too 
..i::cs~·: .~ :.:--~, vou m".1.': ooe:::-'.l te ·Ni th optimistic l..>:.d 
-.- ,.: .. .: .. - .; r. ~ ... 1 +~""""!~, ... ,~,.., 3 ;· "")--·~- ___ .,, --t.rC.L..&..~-·w•.ir;.; e 

5. SALE3 PRCG?..'..:.:::.'.E .~rn J.IA~KET S':'RATEGY. 

.. ' 
\ ' . 
• - I ~ . . ~~.:. · ~ ... _ !.~ · .:. ~ : :; -t."Jl•J.. ·--= c: .... . -.. .-.~ ~·-~·=- r i~. :_: ~i. 

:nff~ --~ . .::·tl:,· ~-!01J.e0t utiliz·ttio!'l uf the o:::er. 2'1.r:-:et 
~'.leCi'''.r.·; ,.,_·O···e ...... -.-1· ... , ... - ret ·•-r-:i.·li?·,ti·.,..,·,,f .·.,''!"Ou.1•

1
ct1..>,...,, .:. .__ ... _ _.. ..... ' ... ·~· --~-" .... ~.., --- -v ... .....,_ - .... -- -

r::~t!)~ci:y ~c-?~Pl~te P·ir-=. ;~> :i.-: 7 fi;:.3t), ';,·cy'.dn~ 
·: ~f' ~ t·1l 11.~::::. ta tJ.on, ce'3.s:)n:ili ty '.l!"':d po3sibly other 
cor.:-;tr··~.::.~1t .. 1. 
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6. 

(b) 

(c) 

(d) 

(e) 

( f) 

:J~ecifv ex"'.)ected ~ale3 Yol:1z1e and oarket sh9.re 
wi. thin .. r.earby markets, z:"Lore dist3.nt ~reg,s, po3sibly 
·.'Ii t:::.n. t!':e whole of InC.cne.3i:i, ·1nrl -.·;·!:en ·-~Prli c-~ble 
c>..lsc fc:!"' export. You ;-:_· .... y expt:ct ti_t;; utili:7ed 
i:JroC.uction canaci ty to incre3.se e. e;. f:~o:-.1 50 ;-;; to 
100 ;. Y0u 2~y possibly u3e a t~tle ~s outlinec 
on p:ige o7 

If t~e 3~1£3 is expectEc ~o be ~e~:~~~l, 3?~cify 
ex'.)ec-:e~ ::;::.2-es di·.ri~.ed c.:: t~e 12 ::::::t:-.s of "th-? yi::ir. 

3'1ec.:.f·: ~ow it 11ill be nos~:ible -;;o re-:tc:;. t=:e::e - "" .. . - ... 
tqr_;'2ts. -:racEv_; syste::, ::.:.m:.ner o: o.-:r '.:lzer:t.1 C'!: 

3~les re~resentatives, special!~ recuiree s1les 
~ro~oti-~ activities. 

~necif~ eaneciallv (if tifferent f~o~ ~h:t i3 • J - ~ 

s~ecifie~ for the t~1~e i~ ~e~er~l) he~ ?rice i2 
::uilt u~ ·.-.-ith cost ·.:lnc. r-ro:·tts o.-: ::.c .~i!:'fer-::Et 
~:.<-:.:; f::: ·:: ~=-!ex f:?.ct-:r:/ to ·J. ret.::.::.. )ri<::e. If 
:re-lc···l:..t. ~)e --.:ify export :p::-ice :?.:-::::. _;ic3sible ot::er 
sp~ci~l .ric~s for speci~l ~~~-~~t=. 

(g) ::.::stL-._;.te :or the 3 ye3.!'3, costing of ouildi:.:; u;i 
the s~l~3 orc~-i~3tion. 

(a) 

Co> 

(c) 

~ ,- ··r.-r .. -
~-·J_,_· .... .._..1.\.-l'w. 

~pecify ~hich tech~olo~ie3 cqn be u~~~ in tte 
~rc~ucticn ~nd gi~e ~ short descri;ition of ttem 

Co~c~re the ~nnual cJJta for uvail~ble teclm0lo~!es. 
~ t~ble ~z outlined 0~ pq~e 90 ~~y te u3ed. 

;:;elect technology for the project. ::or.~'llly one ·.vill 
select the technoloe;y that creates the lowe:it ::in:-.ual 
co.:; ts. ,\n al tema ti ve with a slig.t. tly hit;her cost 
r.:.ay at ti:nes Pe j ustifiec:, provided the in veatner. t3 
qre low 9.rld the employme~t r~ te i.;; !Li:;h. ::xpl'iin 
the s i t~.ls ti on. 
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Cc) 

.• c. i :t[ :::·.i::i ~3 !.."'-:'.. ~ ·:: o., ~-=- .:l'e 90 1!1:3.Y "be of '1S s i.:; ta."! ce 
tJ r~~~~fy the :i~~~:~)~. 

If t:·.c ~:2i.-:.·ct.:.ca of .3pecific :nachines is an open 
-:;;;.est:._,::: ... :·ter se:ection of ~ ~~pprcE'lria.te technolow, 
.: ,;-;1.,,... •"'r··'~"',.l.·.,.,.,.., "··•1 be c .. ":.r.e :...'f differe::it '1. -, -- ~ - .. - .. '.J •• - - .... - - v .1. \.. ..;.i....L - -

:.~·--~:'ti:._~·:_ -.~·~t~_::~ l:~es. 

1. P?.OPOS3D PRGDGCTICl'i. 

(a) ~~eclfy -~ep ~;step 
.-.~ c;:.~ :·~:.:-~:J.ctio:-i, -~:::d 

~!:·.:a.r: • 

t!.e di::erent pro..,esses 
when :--.eces .'"<lry !!"::>.'.-:e ?.. flc.w 

(b) '!:er: .:.:~:o?..:-e:--.. t --,~·hoS.es ~:LP'! ce :_:_zeC. 1."'.·5 ·:;hen t~c 
·:':th.-,::.> ·· . ..::.·e !"!.o: ,~e:~.-=:·t:tll:,' ·:;el:. ~:!lo-.m, C.escril:.e t:::.e 
i:: 1::i·.':.:>..:·::l p:·Jces-:es ':t!'!.d the e~:J.iT-.i:::-.t -i:h:;.t ::o~s 

i ~ - , . 

(g,) ::::-~~=.: ·:'.--'::.(·!": · - t!:.:: t.;;.~hni..~::.l L:.:- :ti::.--: f'lctor of 
•> --- ·):·--~· ,~· . .-. ~: i_:;": ": ..... ~lt.!..-:1e. 

(t) ·;peci.:':_r .:·L~C2'!:" c: .:::!:ifts "'!.!1.d :-.ours per year to be 
:.") ::.~ :: ~· (;_. 

·; , 1 ~'.i:. : : ,~ :·:·>.;;.:J..~ :~; •:: :·: :' c~ ct e d '1~ ri. u.:ll ;:· r::, r.;_,J.c ti on. ':'he 
"':~:.:::.:::'..:~c-~]. ::1··.C'~-:.:.r.e C:!~nlcity :-:11.J oe rer:uced to 

.. "';. ;_-. ·· ·_ ~· v:: =. · ~ll~r ~o.:;siL:le ::~. -~T .. -~h :.:ul · ~~hyi~;~ 
::t· ... e~u.::;tJ...)n .:acl;ors !Or i;;he !.'j.llow:Lng: 

- A lo:;'~·!' :~pe.:.!d. in tLe _pr:E:tice th9.r.. in the t:ieory 

- L~ck o~ ~Jntinuity tec1use of ~bsence, di3tur-
L1.r!CE-3, r:el'J.y in supply i!!.·: sales, technic'3.l 
f~ilures, e"..c. 

]ep8~:a, correction of 

- 1eRac~ql li.~itations 

(No::.-mally JO - ·10 ib 01· 

-3·1-

mi.3t~~:es, ·nreck prod.uction 

'the•ritical capacity) 
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{d) Specify production progrx:-.:::.e for the 3 first years, 
starting may be with 50 % and ending with 100 % of 
expected annual production. Specify dividing of 
the production o~ the different procuct varieties. 

7.J Raw m~terials. 

{a) 

{b) 

( c) 

( d) 

(e) 

r:ention t"'ioe of raw materi3.ls to be used a.'1.d how 
to procure· them. Ho .... ~· will t::.ey be transported ? 

If not maki~i.e se;'l.rate prod.uct cost calcul:.tior;.s, 
(para 9.4) specify the cc--sumption of the irrdividugl 
components, ra· .. , =s.terials 'l!"'.d. con.-;uneable.::; per item 
::ind per cir.nUM. Specify pr:..-::es ar:.d calculate the 
::ln.4Ual costs. .~dd freight 3..."1.d expen~es that are not 
included. 

Confirm problems i!l. obt9.ini!:g p'.:irticul:=i.r ra~teri:.13 
::l..."1.d specify how s:ich prccle:::s will be sol Yed. 

For 3e:iso~'.ll oro-~uc:s, so~cify ho·:i the Durcha:Je 
·::ill be ir:flue~ced, specif:,.- price -r:iri.'.ltic'1s over 
t:ie year ·1nd ·:.etemine necessarJ stocks ·:md. s.verage 
?ri~e3 to be paid. 

:3pe:-ify p-9.y:!lent ~or.. di tions for raw ;::::iter.:. :.i.lz :i.::d 
deter.nine r:e·:::es3:::.ry .:;toc{'.3. ~·,~lcul.J.te wor··:i!"!C 
c~pital de~and for raw m~teri~ls. 

7 .4 !.7anpower Reouire:nents. 

(a)· .:>pec~.fy no of operators and assistants on the 
.~.if.:' e re:t t pro ces -~es. '.""" !ie c L':i ·.v-:.::;cs ·J.'.'_ -; 1C::·:e1 0 f 
Z·"Jci·'!l costs and C'llcul~te tot~il varL~ole cost of 
W!l[;es. 

(b) Specify no of additional wor;-:ers ·3.nd helpers for 
office a~d managerial staff, specify w~ees snd 
s~l~ries ~nd calculste tot~l fixed cc~ts of s~l~ries 
~nd w~ge.~. 
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(c) 

(d) 

(e) 

(f) 

Indicate skills renuirement for the differe~t jobs. 
Specify to ·.•!hi.ch e:.Ctent .s:..tch s;:ills :c'!.:-e '.ll!"e'.ldy 
3ecured, '3.nd to ·:,·hich e::;:::tent they m'1y be found 
avail~ble in t~e ~~rket. 

If specific tr~i~i!'l€ is reauired, specify how it 
will be provided ~d the co3ts of such tr9.:i.ni!15 for 
the project. ... 
Specify if a.~y seaso!1al ~'ln.power will be required 
and how the probleras of continuity in skills, will 
be maintained. 

If as::;i!3t3nce fro=:i the o•.itsiC.e is re'.1ui.reci for 
pl~nt erection, co:unissio~i~s, s....~d initial supervi
sion, specify mode ~~c costs. 

8. LCCAlIC~i. 

(a) 

(b) 

( c) 

.'!h1t is reauirec1. in t:ie province, t::.:: kabupaten or 
the to\m to ue ':l fit loc::i ticn for t!:e project ? 

How does the selected lcc~tio~ fit ~ith these 
require~ents! Jiat~nce to the ~~r~et ~re~ for t~e 
products :=.:-,d. to so~rces 0f r'.iw ~H."terial. 

Nhen ::ip~licable, co~p~re the cos~a of establishing 
the industry i!1 <li.fferent a.re!:!a <:mil st~te tee 
reasons for the location selection. 

(d) ,·\.bout duplication of the project within other ari::·:~ • 

(e) ,'/hich requirer..ents '.1.re there fron t:.;: project to the 
;:lot, build in.=~ ~i ze, ele:ct!'ici ty 0up:;ly, ro~d 
con:-~ection, ·,•n ter ~.ir~d sewer co;i:~ect iv~l3, tele;:..r-.one 

1 
etc. ;md how are theoe matters se:ttled ·l. t the 
3elected 3ite. 

(!) Description of the site 3nd buildin5 sit~ation. 

- )J -
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9. THE ECO~IOMY OF THE PROJECT. 

9.1 In~estrn.ents. (Specify which co3ts are 3.lrea.dy ur:.ciertaken) 

Land and ?uilding. 

(a) Specify costs of t~e project for land, butlC.L11g, 
road, fenci:1g, sewer az:d ·N~ter in.stallo.tion :.~d 
connection, electricity con~ection or electric 
ge!1erati!lg, pa.rti ticning, air conC.i tioners or 
ccoli!!g fans, possible prefessional fees, etc. 

(b) If le~sed~ state contr~ct period, conciti~n of 
le~se, a~ount,and pay:;?.ent conditions. 

t:3.chinery and EguipmeI". t 

(a) Specify costs of ~11 m~c~ines and tools ~i ~dd 
necessqry packaging, freight, insurance, iiriport duty, 
a~les ta:.c, h:mdli11e, b:mk expenses, cle:!ri!'~(; :md 
fO!'W9.!'Ui!!g. 

(b) Specify ins-t;a.11:1 tion co: ts for :n3.chinery fu.."!.C.:l :i-:.:r:s, 
electricity, power cor...:lection, . .,,3. ter, fuel 

( c) . .:..dd co:-:. t:L'1t;encies, p.::>s~i"t·ili tit::3 f;Jr price i.:"'!cri::ases, 
:u:d c 1~rrency fl:.1i:-:; 1.t"\tions 

(d) Confin:r if secondh'-1!:1 equipmer..t. 

Gther Assets ~eauired; 

Furni :ure, tran:-;po=t means, fire •::·:tinz;ui3h:.:tt;, cf fice 
er:uip!"'.ent, "':elepho~e, ::t;.ndry rlepoGits anC. prep·3.:r"!".ler.ts. 

Safety facto=s; 

Add contingencies, 'llld allowances for price i:icres~es, 
3.!ld fluctu~tion of foreign currencies as r.~s.y be 
requi~ed. 
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Fre-oper"l t im::.il Expen~ es 

{a) Fe~sibility study fee, e~gineeri~g fees, :::.nd ler1l 
fees. 

{b) Company fo~atio!: exr.ense!! ~6. lJC-:il cSt'3.l.1lis::::e:?: t 
expenses 

(c) Training expenses. 

(d) Inter&st before st~rt of regul~r oper~tion3 

{e) S!il~r:..es, power co!:s~ption :l....'1.d ;;~ :::ry expenses 
before ~tart of opera~io~s' 

(f) Inputs for faulty tri!il products i~ri~e trial 
p!'od.uction. 

~orking Capital Requirements: 

(a) ,.,..,__J.i (·..a -es ·...,.:;1..::; .. 11. ·;.,:;1..t:; ' .'!9.l:~r:..e!!, other e-·---n·- -s) ." .. !J";:- .:> ~ 

(b) 3tock of r~w a~terials 

(c) P~ep~yr:~e~t/precom.~it~ent fur purc~~~~s iP or~er, 
'l!lu i..i..~der disp~t~h::er.t 

(d) Wo~~ in procresg 

(e) 3tock of finished products 

(f) Debtors less Creditors 
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9.2 Pinancing of project in 000 Rp. 

\&J Specify the financial sources for the different 
investment requireaenta. 

1 

I Land !llld building 
I 

; Building I:nprovementa 
I 
; Jlachineey snd equipment 
. Installations 
Other e.ssesta 
Pre-operational expenses 
Working capital require- j 
ment • , 

Total IBulc lsntre
_loaa rren.eur 

!other Spe
l ci!ied 
•sources. 

• .,_ ____ --________________ _.. ______ ...__________________________~ 

I 

{b) Specify which grace period, loan repayment period 
and i.~~erest percen~age naa been an~~cipatea or 
indicated by the bank. 

(c) Refer to the cash flow and comment on te which 
extent th~ project will ~e able to repay 
the loan. 

(d) Specify which securities are available and 
how this is considered sufficient to cever 
the requirements of the finance institution. 

- )6 -
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9. 3 lplll!lpility J5a$1mete 

Productio~: ~u::inti ty in .-~ of no;;iinal 
production 
F!.·:~t;.cti~:~ --:u·•:"ttit:· i·· :-;.c ~f ;.mits 

Sales Receiots: 
Gros3 s~les P.eceints 
Less s?.1-es t·ix, prod:..:ct t:-a.""!sport, 
Ci~~o:'1':.tz, commis3ic:-_s 
:~et S:?.ls~1 :r <::ceipts 

Pro:::.uctL:·:1 Sozts 
Vari:!ble ~03:s 

1 .. -es ( v-:i ..... ; ·1ble "'"'"' ... t' • ....,0 ··- -- . ;,' -·- I 

Z':lw :r:·:it-;r:..::-.ls 3.Il=. c:::3ur=~bles 
Zlectri.:i t~-, w:::. ter, f·..te-1 
?_:}.W ::'l.t2ri3.l tr.:L'1..3::;JO!'t 
Ctter~ 

::;:.ib total 
Gro~s Profit 

Fixed C·J-~ :s. 
~~-1·_. ,.._ -... • ,_ .. ·: ~----' .. 7. ··r·1 '""€ ~ ( ... ~ -p. ..: "!""'\"rt) - - .. · ·.:... ·:::- ... _.,., __ '- ~ ~ 

~or:~ 
-·-·· t. 

;:1ir. te;~·1:-~ce ·-:::1'~ ::e'J·:"i~r 
.-t,..ti , ....... ,,,_ ..... " ... i.,~·.-•.., ·e· -~··r'I 
J a _,_, .. -- .. : t ~-- "_ .... - •-a. ..... 

2-?.lr;;:> e~~;~"."1~7.r; 

~r:~·.-e l::.. :.:::1r:; 
I:.:.:.:..:.r-~~ ··e 

telephon.e 

:-.a·.:':it ·-.:: iiccn.:e3. - .~!'"!.:: c:-.. "J.rges 

L~ te!'e'.?-: .1 
.s~z ..... ri. ·1 .1 

.:-·..:c - total 

~eturr. c~ investment (-:>r ir:.tereal 
rate of reti.lrn) 
~P.ttrn on o:::quity 
. ... ".\li;e :!deed 
~~plo~c~t {no of persons) 
~ req!{-.;.•ren :)oi~ t c; 0 f e:i:pe cted ~nle:;) 
In·;est~.~!'1.t/·:rorker 

Yearly costs in 1000 ~p. 
1st yel.r,2nd ye3r )rd ;rea~ 
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3.4 PRODUCT C03T CALCUL..~~ICN. 

( 9.) ·:;hen require~ a::!.!:e cost c3.lcul:!ti·J!l for ca.ch of 
the i!ldivic~~l ?roducts to be ~~"e, specifyir.5: 

direct r~iv ···:.;, t e ri .ls 'l..".l.c! co:::por.e,: ts 

add indirect variable costs related to ~~teri~l 
consumption 
direct labour 
!idd. indirect .. .r:?.ri:ible co:;t3 ~el::~teC. to L~bo~r 
C03tS 

3!:.les price 

gros.-; profit 
fix~d co<Jts .id.derl. 

~et yrofi.t. 
rlease see ciiagraa page 179. 

{b) s.immarize t!.!e :n: ... t.::ri~l c~~:t3 ad the ~-.i.r~ct 1-~:;~'..:.r 
co.-: ts to t9.lly -;;i. t:: the pro;:i tJ.":.>ili t;:,.- e.:;tL-..:-. te. 

(c) Cor::.:~e~t c::: pos::i"::>le v· .. _:-:,·ir:..; pro:it i.nr·i.ns frc::-: tte 
or:e :;iro-iuct to t::e other. 

Sources of Fund 
Profit before t~x 
;Jeor-: :i".lt.ion 
Lo~ atilization 
::r:ui ty 

r;.5(;3 of Fund 

Pixed ,;.s~~sts 

~ot3.l ';ources 

·:ori:ine ~'3.pi t:ll Ir.cr~'!.::e 
T~:-: P9.T-lent 
Lo9.n repayments 

C:~sh ~ur9lu;l (deficit) 
.i.ccu.~ul:!tetl Cash 

Y:? •• O 

I 
I 

i 

,._,, ""! 
... -... - ·-· ? J 
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proble:::.s, ·:!.:':. . .: !::.~w ti::.~._, ir.. ~: . .; ~ =:~y 
of 
ce 

:-_:-~~ :ir:uid.it:r 
~cl ".-£'d. 

··~e., t:.-.- ,_,.._.:_-. __ ... i·,.. i.;,-i.1·· -~:::,,,._.30r..3.l ;-..;. -· -·'-- ! _ ... ___ ... ..,. ...; 1:-~1 J .. - O::::" v;hen t:~e li,.,uidi ty 
or..e or t~o ye~~s ~~y is crii 7'..:::.:, :..:. ,-.Jr.thly cre';1.kcc·.s;n ror 

b '2 :-4-_ ·'t.l..;.,. :"E- •:: • 

(n.) 

(b) 

: .. ·_:.'\.-: ... --·-- c~:i.-rt ~pecif'v.;., .- tl•c-· r~i -fT~E'?''ent ·.3cti~--iti!s 
"' ....... ..., -··- ·:::..,.,,t ~~'"'~ro:r,,.l to-.. :·e·::!',·~~ ~-ro-a-:i-::+1on - includ.:·--._v ..• ;,.---._~- -r1_ .. v.:L __ :..l.L--- r -''-'v.-. , .. , .... ---;..;; 

fi!!:.~:-_,~:.-·._-, :;:..:..riC.r:r fo:nnali ~ies settlE.-:e=-. t, build.i!lg 
p:-~:' · :· ""-.::.: :1, :···:1.chinery purch·~se a.'!rl i::3 t~l, :it i.:.n, 
at:.i::.. ::.-_2 i::::;~·~ll".'.tion, e:19lc~'!"lent anC. tr~i.::i..11.£, 
r:1:; :::~-:::.:-:.·"!.l ;'il!'C~~:.>e, :;::.le:> ch.'.l.."L."!el prepa!'g.:ic;'.'..S, 
"", ~--~ ·-··---; -.,.;o..,.;..,.-r ._, .... 11 '7 .... .;'l, oro..:i"cti· -n !• ..;_ - - ... - ..... ·--- --.: ......... .;..i.- .. ;;;,;,, .... a.- ., • .;..-..:....L • - l,;..-4. v •• 

-~ ...... ~ 
~ ~f: E::-:te~t 

··--'t- tinin_:: 

~cti7itie3 i~to sEp~r~te 
t~;i"t it ·.d.l!. i: E"·r-o~.·e ~he 
1~ff~~iently rely~ble. 

cper~:i.

~icture 

··:. E' ·~ :".-: .:: :?- :; .:; ·.lry 
~ .~.l :::.~l-=- ~:.: .: o! 
·_:. - ~ -........ ·- .. 

~o:: tr~e ::.:;~cvi.:dor.. of c·~:._~i tal ·!nd 
~re•opers~i0~~1 i~terE~!3, (r1~ ~130 

f o:- tl:e e::!~loyir..g of :~:~ c::.ri t·:il. 

( c) =:i :-::.:l::. :..:·-::- :.L"!cert ' . ..:.~:tie~ i:-1 ti:l~ i::rple:-.c.:-!. t .1 t i0n pl:;;., 
::i:)i.: ~ ~ ~~-.-.-: re.~t.t!.~e 3peci~! ~ttentiJ~, ·!.r1~, ::::.itter.:: 
:·~ ~t ~::.~:~ :e- ;n·<-=.::· ::.!'ed _.:_:: r',_tf.' ti:ae t0 -::'i~:e -tr.s tise 
.:- :'"! ~ -..=·: . ·- - - .. i 0 r; :~ !. ~ J. e • 

CCiSLU3L:. . ·--. 
-~·;,,,) 

(a) 

(~) 

(d) 

.. i.~ ·~ · .. : . .-_~ .=.- : ; .. -

. ... - : •. -
~i "lbil.; ·~· -- -""·'· 

.-~~1.: ... ~ ... ~ 

..l..;.< - - •.•.• "' 

?.ECC~:: ::c.:-:DATIC:;s. 

pre~ ect • 

- 39 -
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'P3.rt 2 • 

G'-TI:-E - LI::~.3 FvR F?2?ARL:G 
SECTICilS CF 'iilli FE.\SI:t.ILITY 

7::i:: r.:.-. 0r· ... r:.-_r _:.1 
STUDY. 

===============================:============================ 

The com:~.ents in the follo· . .-L~g refer to the 11?e·~siL:i.lity 
study ·:orkL"lS pl:::.n". Chspter c, p:.'lrt I (?-:!.ge 2) - 39). 
The comments ~re gived~order o: t~e ch~pters of the work 
pl·::.n, not ner:e3K9.rily in the order Of !'eCOJ:'T.!:len·'S.ed 'l:Crkil!.t7; 
sequence. (See ch~~ter B 9 3bove) 

Not ~11 ~ues-'::icns or subjects in the conti:i:.ration :lust 
be :l..."l~we~ec, c:ily t~at what iJ significi~t for t~e proj2ct, 
a.."ld ·::hen it is important to give a re~l 'lr..d ~e:i.nineful 
pictu~e o~ the sit~ation. Important ~uestions ~u3t not 
be or:i tt Ed. 
Sone of ~!:e subct"lpters n·-iy be omitted '¥he~ 7-te:,.· c~:r1e 
no rele~!'.:!.::l:::e to the project.\.e.;Do not t~lk ?.Jout the 
export 8:3~'.cet if it h·.?ts no rele\·ance to ;;te ?re~ :::ct~ 

::-.e ::1ifferent ch9.pters rnu3t also be gi~:endimenaions 
r:cccrdi:cg ~o tr..eir import'l!!Ce L"l the niti.:ati~n. If tr.e 
!!!·?.rket .Ji tu::.i. ti.);1 is obvious; r:iaice a. brief -~~c. s~al lo'.'l 
oar~~t stucy. If it is ~ore doubtful, l~c~ C~eper 
into t::e ;::?. tter~ 

You 1:.s.y -'i.lso in certain C3.ses need to i:-,·r9.Jtie;::1te 
m~tter~ th~t h~ve not bee~ mentio~ed here at all. 
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·1. INTRODUCTION. 

Uake tee introduction a~ short as possible. Vo not 
. 1 . c . • t' + . b . . l t gi.-.;e ~en.e!'D. in.1..or:.i~:ior.. .:19.v is o vious :.~"la .-G"lo·:m. o 

everybcdy. Gi'ft or:ly i.nfor:::atio~ ·.;:hich i.3 ~ct e;er:.erally 
k!'lc.,.m. Do not ger:eralise, but t;i ve infor.!1a.tion ~bout 
the specific project. DiviC.e tLe introd.:J.ct:.0!1 i:.to 
separste subjects as follows: 

ProC.'..lct: 

?ell ·:1!'!:3.t to be :~'.;.G.e :u:d i~ ·.·:hie~ 3C:"'!.le. cr-~e ze!lte~1ce 
m'iy 'Ge e!lough. 

Motive of tha Project: 

.. ihy i~ t~.e project required " I.e. ho·:: c·~;-~- ~~c proj Pct 
i!:!pro-~-e ~::e. ::::::.r~·:et '3i t:ia.tion ? It r:iay be 1:1. ::·~der to 
3ubstl.t~:e l.'.'.lport, ·:>.chieye expc:..:t, i:1pro,.re .L:.:~,J.ted 
~vail9.bil i. ty, in prove the cost or qu'lli ty s i. ~·-:3. tic!l for 
the pre~:.: ~ts, or t0 utilize specL~l loc::.lly -~v~ilable 
r9.·.-1 :·.~terL1.ls, etc. r.:e!ltion t::e rel~ t i.o:!s o: t~:e 
proje.-=t to t!:.e ::t~r~·:et 3Ild the cc:::..-r.u..11.ity, r..ot to the 
en~repre~eur or the e~ployees. 

~~ncral sit~~tio~ of the Project. 

··:hi ch ~~~r~et doe3 the project ai."J to co1:er ·~=-:~ to ·.•:h::-.t 
extent ? .'iill it sell its products ·.;i thir.. t:-.e to·::n, 
the district, the province, or co\.Jltrywi3e ? 

Jill it expo·t? 

:;111 it sell to :1.ny p':lrticul~r :;ector of t.!':e ::-.3.rket ? 
(r~G'~rC.i~~ qw:ility or price lev&l, type of c:.'3t0:·.ers, 
etc.) ~ill it ~~nufacture oc o=der b~sis? ~ow is the 
r:ta!'::et i:1 :~e:te!""'.l, '!..."1.d how L1 ti":e co:::petitio'.'"' . .Jit-.n.tion " 
.~r~ the 33.l.es 1r • .;th0C:e3 tho;:;E: nu!1:'.·::illy ~.ippliGC: ·;;i ~;·,i:1 t~L; 
tr~de ? 

·:1hat technology is selected ? ·:fh<;it is the rt:·ison for 
the selection ? Is it different from wh'lt nor.:1:illy is 
appliec. ? 
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-.·he!":: ::L'1t (:.y:; :!.:; 'tb;. lcc'=l.ti.:l:., ·l!!d t!:e buil.i!.ng ? 
:h~tt i > tl-:.e <::::"::!·e?rene•..!rial and the :':19.r:~::;e:.:ent si tu'.J.tion ? 

·:1hich coubt3 ire there ~bout b.is abilities and his 
fin:mci!!S ? ·:h:.:.t scopes :ire ti:ere for esta.blishi~g further 
3i=il~r prozects witt the sa~e and other regions ? 

.'ihat is t~e i::te:?C.ed production or s.:iles volume ? How 
d.oes it .:o.::::-:i·1re .. :i. th the b.!"e~k even point and the pote?"?.tial 
of the :'"."1.r~;et ? 
'!h:it i:1 t::~ i·:.,...e~=>t·:e::t l~·:el ? Could it h:l.ve been lo·:;er ? 
7h~' is it ~ld~ ~c high ? 

=-:o·u will t!1e ;JrO~t=ct te fin'.lnced ? ::hat are the :<:t~or 
f in:"lnci .. ll ~~1n.<l~ "':-i~!i.> ? 

?.ow m1:-:.:r jc~s ·:;·ill oe: cre·:?.ted ? ·:hat .. ..,111 be the i!:vest
=ent ?er e~~loyee ? ~ould it be more or less eco~o~ic3l 
to e~ploy ~o=~ ?EO?le ? 
·::ha.t :;>ro:::.. ":.:.; -~~E c.::;iected ? E:-eak even point; :.>1r:·:~t 
3t:ire. Uti.lizi~io.'.": o: the procuctio:i c·1:::>'.lcitv. J.E:.tL:rn - .. 
o:i irr•/t.:;.:;t. :e::t. 

Eackr~c~~ for the ?reject. 

·sho :too~: -:::._:e ~:-~I ::i '\.tiv7 t'? tl:e prc~ec~ 2.~a. ·!rhy ? 

I.:; t:l(· )'.":o,,t:-c: ~:s.·:1 :::: i-; it ·1!: expansion ? If it is 
·.i~ e:·:;'··i::.~i.:.", ·;t~- ::: ~n it not be fin::t!"'.c~C. fro::: the co:<!?..r.y 
?:-o:i t3 " ·:.~'; l~ t::c .::-:·:)3.t:.~ion r~r.:: i r~d ? 

Judge~ent of the situation. 

Gi;;e •:.::r:: '::.::ic:l~· ir . .:~c:!":'.::!t!.o~ ·.:;.bout ".:~E ~::lin ;i";·.i·:::':ion 
1)f the ~:-o ... ··:;:": ·::Lt·: (:_.::.t'.l, pooitive ~s;0-:t0, dout.ts ·~:--d 
·~. i f ~ i:. . : .1 t ;_..-~ ::; • 

,_:!_iJ~ -~:~ t \ .. : 
··.(.)'J°t .. :.:...: 

. ~ ·. ~ ._. ~. 

be li.:::i ted. ? 

I"\_;. ~:... ·~ "' - '· .. ·- .'.'!"O;~ ect. :"hici:. C.o:..tbt3 't!'E: 
· proj e~t ,., . . o·:: c:·.m t::~.1<:: 

~~f:!.--~..:,lt 
·.:0 1.l;.., t.;; 

·~~8urr.::ti.:;; ... ;; ·:;;:i~h .r.~ve Leen r1'.lde ~·ri:ich co::-~tain u:1cert.iin
ties. ~h~t ~~Y involve: 

- ····•rf"t 1 ~o'I"' ·'l-'-i··., ~· ..,. ........ ?'"" ... """' n _ -· ...... v •. c .... r .. •.:C J •• e,,,;,, 
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- Cffer v~li~i~~~~, 
;.,c. 

?cssitiliti~~.-:~~ influence of price increa~es 
b.a.:.Jre ::.::C. -~:'":e!" ir.;ple~e!'1tatio!'l, 

- C·::ipaci~y or l'.:':.bc;.ir requ..i..re:::e:r:-..ts, 

- Licenses or ~7.pcrt protectio~ ~vail~bility, 

- :.~trepret:eu:·3!:ip reli s.bili ty. Obtairre.bili ty 
of e~~ity c~pit~l, 

Plot or buil::!.:i~ av:3.il~bility, 

- ~v~il~bil!ty cf ~ey staff, etc. 

?!le pr-oj ect p·:i.?er .3hould b ~ •:iri tten ·.:.fter ::;elect i~:~=
t::e client. :'::e :-.::-oject C:l.~,_>;,ot C~ :::.>:·1 rovu: ·;:itLout 
i:i. C'.J!"l.:.v:ectio::: :.:.. :~. 3ll qlre:i.i~r juu::_:ed- - clie.r:.t. 

:f t:,E: ::lier: t 1..; ::~: :,ret ~T1·:iil·::.bl~, ·J. terr:po::::-sr-.f 
;ro~ ect fi3.per c·~- ':e written, ind.icatin;; the .:.e:--.:u:d.s 
to the cliert. 
r~e ct~pter 5~)~1~ 
i:-tfor:'3.~ion, ·:.:::ere 
e33e~tial in t~e 

!'!.vrr:ally cont:iin t:-..e fol~owL;g 
~rou ahould er:;Jh:isise or: ·::rt?. t is 

3itu.::iticn: 

I f ~· · .._ : - .., ,... r ' ; .... - .· .:- · ·• ·-11 n c .... 1. ·.d.v.. - C: ·Il - ·.:. .;. ·- - .. ~ 

(If : .. -~re :.. -; _:ore - ~ ·-·- .::~.r..e ."l·.iin le'l~er or p·1rticip1.n t in 
the ;-·r~~e~-:,give -:::.:::il-·.:::- infor:.:s.tior-t for ·ill o:' i:;.eia or 
in c.:.::-.::cn ~O?." t~e:-:. -:;::: the !!l3.r"3..:er.:e~t i::i different from 
t:·-.c :,·.·,.::.~y--~, ·:i\re ~J..:;c ~~,.:::tl i~:'or::~:=-i.ti·:>rt fort=-:~ ~:ey 
"·")"" ·:> •I""\. - .- t ' 
·--·· -·-'== .• ·; •• J 

;:r(!;::0!'".t -c~; 1..t;.•;i.':icn; i'~·.?e of j·Jb, employer (-'3L:c':'! ·;f:-:.en), 
::i"e-;s:.t .;".l'i.r~/ .. me. r-:: l'tio:i:;hip to hLs occupation. 
Po3Jitle otr~er relcv-::_Ylt ent;;'.lce:.:ents. 

Inti::. ':ior.s. :ihat ~re his ".Jl:in3 for tte project? .'iill he 
conti:~·.le tn his exi~ti:i.~: OC('U:)~ti·:.in ? 3y whom 'l!'l.d ho·:: will 
in th'.lt c >..1e the r:~:i...'1.·1~-e-.:e.nt be taken care of? 
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Will he 
self ? 
·.'iill he 
does he 
project 
time to 

r':s i::;."l ( •!the:n) , ·"L.'1.d will he do the ~?-~~se::er: t him
··;hi ch furtr!e!" pl:::...~s does !le h:1ve for his fu.ture ? 
~lso engage in other enterprL~es ? .'Ihich ='lans 
possibly have for further develop~ent of tne 
? Do you consider that he will devote Si.lf~icient 
m:magement of the project ? 

Qualifications. Which relevant education anti ex;ierience 
... c h 'h ? tt'h. h kn 1 ~ ~ h h . ti... ao ... s e _ .. 1ve . ,, i.e. • _ow e1...t;E t.:.O~s • e _ :1-.te ·:11 L~l.!'"o. 

i~dustri~l M1-'1.agenent and within t~e requi~d tecre:ology ? 
(rt.ore inport'.i.."lt than his pa.Fer <"!u~lifi -:ations "'1nd nu.i;iber 
of ye1rs of experience, is it to juci~e tt.e ~·.-i.ndom ;;.'.1.d 
skill he is perfor:'!'li!'!.;S in cc!!a:.:cti~n hL:i.~el f ~'l.."lc hi3 
aff":li!"3). 

Huca."l ·:u.:~li ties: r~ he 3Ufficie::tly h .... ~1·d •,vor.·:l.::![. ? 13 
he 3.ble to sec problens ::.:ici cp?crt:..:r. ities ? ri~s he the 
:n.eces?-?.:'.i i:i.itiative ~;..~ ~·:.E:r~y ~o s~lve_ t!:e_ :?r?ol::.:s ·l::d 
to u~!.ll.z~ the opporti.l!lJ.. t!.,:!'.; ? ::.~~ tle t.:1e -.:.c~l:... t~· 0; 
,:::Jrt:.r:g ::.i.:i..or -proclems !ro::-. ~he ~~.;or 01:e1 -:-::-_<:_ t:i s_:~c:·.rk 
O!'l. :.~~:..: i.~ ese::tLi~ ? Is h; h~!!est ? J~~.::: :-:e ::e·::~ his 
pro.:!!.3es ::t!:d ~ppoir-~t:::e'.'lts : :--_13 !:e te·~n ·:Ery u;;~::...tl 
d'.lrL,_z the pre:>:J.rq, tion of the project ? Hae he sct~.:.i.C. 
beh~wiours :.:.n:i ~~·~bi ts ? I::> he ·;:e;::L. acceotec. ·;;i t::i:: the 
CC!D!::U.."l i ty ? • 

S:ow C.oes he col:duct his priv3.te eco~~my ? 

Econcc.ic3.l back9round. ·:!hich rea~.ily av·J.il-s.ble c--ipi tal 
can he it:vest in the project ? ::hich further .::~pital 
will he tc able to obtain fro~ ler_cL"!g ? On ba.:t:s cf 
which 3ecuri ties ? .'ihich possitili ties does he b1ve or 
obtaining e~uity from r~~sible otter sourcea ? Eow is 
his ~ener·il cc: --..or::ic:il stre:1.gth ? ;£ow· successful i~ 
he i;. con-: rolling his econor:iic·:ll 'lf fairs ? (Please specify 
~ounts i!'l P.:··.) 

Jud;;e::ie::. t: :row 
rel'.!ted to t~e 

do you conclude the ~tove ot~erv~tionD 
proposed busir.ess ? 
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~ow ~~le ~ill he be i~ cond~~t!~c tte hu3i~ess? 
':h.:.~:: 0hort-cc.'.:L::s 1.:0 ~-ou fore.3e~ ; ·:l.r!.d. ·:;hich pr.::
cautio!'ls ·;1ould you con3ider L~i~c useful in order to 
s::lfe::u'lrd the co::trol of the project ? 
Is :rie clie!'l t re-illy fit for tLe project :..lL.d is he the h~s\ 
~a~~;~le cana~i.·a.·ate ~ .. l" ... .:._.., 

'.i:he fine.: Is t!-:.~re regist€red a co:.ipany ? Is it a 
proP•r~etcrstip, 3 priv~te company, a co-oper3tive or 
~ lL~ited Company ? 

::h=.t i::; :hE' rL~'.:le, the busines:: ·:..c'..cir.::s::;, the r·::gistered 
lJ....'ld t:~e paid up ca pi t~l oi t~e C0'.:.;'3...'1.Y ? Eow is t!:1e 
C.,,..,;+.1·.i..1 th::. cr-~L·-,1·t-:·:e,~+s ·~....,,~ t. :..,::-. t-~sk~ a.·i·vi.·.-~:::.a· ~,~...,ona .-1..::i-""' .. t ·-- -- ... v.i. _ .. -•--- --- - - -- -·- ... ·o 
~he p~rtici~~1ts ? 

P!'Oj ects. 

If :::-:- ~Jro: c~~ i.:: fo:- e::~pan3ic:-~ 
;i •;.;.: t:-~e f ollo:i-ir:t,; in :o ?'!'13. t io!'l: 

:!:he ·:~:~re o: ~;!:e Eu.siness: ·.:rh::.t 
::Ln.d ... ·!~'.lt i.-; it tr'.'l::i!'".f, ? Ho-.-v is 
it :;ellinf ; 

e::isti::_s 

iJ ~~e buai~ess ~~~~~g 
opt:ratint: ::.nd l;o·.v is .. 

l·. 

"J'.i "f.;J. :or the business: Di::;tricutl;:;~: 0-' exi.3 ::::.;·<; ::;!::.r~ 
C or-1'~·'.:ll ;I ;·· • .o.,. o'.f' ""l·.l .... +ner0 or ,-'.-i,·:..r·~,... .. , 7 ,., ..... o;' c.-~ ..... ,o·-"'"', 

-•. · •. ' .... - •• •,•-' - .-'·-•V.O. ., - .... __ .,.,.,,._,...., __ , -•..Jll - -··.:.,,.i..·J""-...,•-'' 

e:·:i::::-:::.~...: i:-.ve1-T; :e::.t, locatior.. .:)f ·;:·~;;: t·1.:-:i:-_e;1 ~. exi~ti:l;:: 
"'.::.t!n,~•:0r ·•'"r: •1 .... of'it A"""nel0"'1'1 ~..-+ i-- tLl"""'Ovt·r ·.,-.,r~ -~r-,T''.;'-:-·-· .--- - 'J' ~~'I .:•·o;;;-.w -- ~J..;. ......... ··-\.oi_._..., 
·2:_~.,...i~.-.:: . .!::-_-,..,~,..or.+ -ie··r- · ~~ -·~·.:-!'•~ Ll..:.;1·r ..... ---: ........ ,,,., 

I.,. --. • _ ..... ____ : .: _. ~. ....CJ v ... _, ____ .._LI • .>, l,,_ -· --·-..:....·-~· \..•J.. 

prc~uc:ia~ c~;~city. 

Prc::le~::3 o: :.::e ~,usi::ess. ·.'!l1ic~ ~ .. re the :J!li"" ;·! .. ol::le;·.1~ i:i 
rurr.i:i_z the b:.ni:-~e3~ ? i!o':t '1r~ t.C:e re,"!ul tG o: t'.'.-~e bt~si::e~:3 
3.ff ected. by t!~e;.;e problems ? ··:t-d ·:1ill he rlo to .">ul ve 
t:·.e.}~ ~robli::-:.s ? 

.·~cc·:·~_-·t.:; o~~ t~>: 1~:.1::i:·es~. ~-.:-;.clu-·t: ;;::t.:: 0·-~l·-..~1cc ~:.~'-·~·t; ·1~.(:. 
th~ profit ·.1..::C:.. los3 accoWlt J~ t!~e ]roject, preft:r·1bly 
for t:ie 3 1:11t ye~.rs. Analyse the 'lcco' . .tnt3 , . .'.".r.l l'.2.r;;:N 
concL.i;;ion fro., t!:e i.11J.lyse. :?ind o·.!t :1hich p.:-o-J.uct:- t!:.e 
project Bell ·;;ith lOS3, ;ind ·;;hich ziye profit. !)pecify 
the bindi:i.g ti:1e f0r t!:e worki::1£ c~pi t~l di vif.ed on; 
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Ma~erials in order 

::ork in progress 
Froduct stock, thereof current stock 
Debtors, thereof ·icul. t :'ul de:: ts 

(,, a .. vre l. i;ors' ttereof lcng term credits) 

Sneci fv. ho'N tt.e 1:YO:-n.::;: c:;:>i t·:.l can oe reC.isposed, ::::::d 
... v - -

wh·:!t ki'1d of improve::ent ::::!t G'.:L"l do to the exi.st:.;1.:; 
project without a~y loan. 

3.1 :'.o.ti,Jn::ll ?rod.uct Selection. ?o :12.~e the production 
econo;::J..c"ll '3.!'.d rJ.ti•:>!lal it iz n-::ces·::"tr:r t·J li:Tit -:::e 
prci~.u.ction to "'LS fe·.v ':'rc::ucts ·~<:J nossicle. 

"'l:f ~!'le .:-·~Yl fill tee ·.·1~:Qle ~rcC.acticr... ·:!ith cr:-l:t 0::e 
;rc'.~uct in. one e:;.:ecut:::..2n; fe·.1er ~:'.:!.clu.c0-s ::;~~<.: t:oc·l:: ·:.:-e 
re~ui:-ed, r~w ~~teri~ls ~ill be le3s, ti E will ~e ~e~ter 
=.A.tilized, t!:'~e skill ·:till te hiGher ·1::.d !-:.c:-e S;1ECi.. ~li~ed, 
-.::-:.e ~r0 1iuct better, ,:>..ni::'.. t~:e ~1rcc•..tctio11 cc.·;"!.s lo·;;.:=:r. 

Cnl~· if i. t i:~ necess.::irJ;- i!: o:r;>~r to :.:..ch:.;:;·:e !';:,:=.:.): .:; ~1-::.:;, 
')r to :_~et .<l .1uffic::.e:::ly 3i'.lhle siti.1'.:!.~i:>:-:, .~ore ::::::-o:luctz 
.:>ho 1..tlr:'. b~ .. l~.de, o::- t!:e prc·.::.ict s.houlc! be .-:·1c~e :'..:: ·1 cre 
th'3.n o:le execution. In =i.11 ca3es, try to lir:d t tl'le ran~e 
of products as much ~s possible. 

).2 The product should be nroperly constructed, 

in order to suit its purpose 

to li:;:i t consu:r.pti.:rn of mi1. t.:eri::\l:.:~ ·:..r-.C:. ti;ne 

to simplify the manufacturing process 

911d to limit the no of machines and tools required. 
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It i.: !:ece.J3:1ry to ex':l..'1li.:2e the pro.:::..!ct ;roperly ·.md 
~f po3~i~:e ~1rro~e i! tefo=~ f~~~:i;i~~ ~~e ~roject • 
... 0::;t ;rcc:..:cts c··rn be l.i·1;rovea wrt:-_ l:!.!1!.l. :ea. ef1-~.!"ts. 
Fle~.'3~ ·.:c ~-:;t t·"!:Ce it fo:: cr~nted t::J.t t::e !)rod.uct 
i: ,_:-ocC.. u:.:>ue;h '.llre~C.y. 

r:·~c 0::~c .. _~ti•JG "i!lci.. thf: (:U::llity c: :ne p!"od.uct ahould 
be ·3.dc-•1:."":e fo'!' the ~e::;.:!!!.d. Thi:> ·::ill r:..:t 3.l?mys r~em 
th::.t t:-.e =-:i_:::he.3t cu'llity is the i:-:.;t-if that me·1P..s 
i~cre~.~e1 co1~s. 7he ezecution s~~~ld not neces3arily 
C€; the : ~ -~ ·?..s '.·::--.~t t~.._e i.~r:.:et is ;.ca::"'::<~:··.-::d to. 
r~;rc·r-=:-. .. :~:"'::-: .~::c•..;.lC. cc ~.:~·:.e ~o t!:~ o:t-c::t t!:at 0::€ 

c·:.:~ c:-~~e·~: t!1e .. ~h~1~1ce;~ t'J te acce;:--:e-0. ·i'ii .;:.~:in i~e-_:a.20~
:::t:~( t:i.::·.£. 

Tte fcll~~i~· shoul~ :~ ,-.,p ""l.0 

~1· p ~ -t-'- ~ -- ? ro j e c;t 

!.' ~~ .. -~: ': _.., ... ... - ..,,. ~ .......... - -=-:r:;ie, -:;iz-= 
~:.:n.:~one!:.t~. 

... •. ,-

3r;~ci ~·.:.'" -~--~ r:·ror:~;.ct clJ.sifi~~.ti·.::: :::.~.:::,-:.~ 
(~~·:j- -: ~-~ .. 2-:! cl:.:.'31ific!?ti~<:. r~u..-:1ber. 

i.: .... 
v -~ 

cf t:~e 

Prc..:!_._~t ·.·:..:·i~:· .:_.:,:1s. S~1ec:!..f~ .. V3.~"i-:. -:::..e..1 -:if ~;.,r. :1!\)'_;:.:r:t 
{2' ·'l:--.- -~-.: ~-,;.,7-~*'y ~·1e "tr-:t-~·.:l•.:-...,....,_ J:..,.,..:;~c':.~e ~r.o --- ·--.... 1 ..... :.i·'u____ .. r_ "----·"'.l.\J .. _.,;). ---- -- f..;_ .. _ 

Cif~f:r~~-~~'· ir1 3--~1~~ ~.rol~::.te bet·.';e·;::--_ tZ:~ C:'..ff-2re~t 
e:·:-ecut!.:--.~ .... h:v h~2 this !lU:~ber ::~ V:lrieti.;::s l-een 

:c:·.::; i -: .: :.· :: :. 1; 1 h .;_ ~~--~ r n:.i."!lb E:: . :-.:'1.:.· .::-.-:: ~.!'!. i~cre ·1:..; £: d s-q,l e;3 
c .. ::~ E "? •. -: i'2?~ :~--!.l•~-1. .-.. .:.3:, COr .. 3 l,lt2!" -~ :.·:t 3.. t :::E:~!1S !:!Ore 

t.J ~· l - ' ··_:'!:'·~ · ----~~ !-·:-.· .. ·; :~:·1-:eri·:tl3, l '1.!.. _··2""' 3-: :.~i(S ?_,,:.t~ i-·.c: .. ·~..: ... ~r::':l - . ... ··:\_,.:··:i.-.:; c·:.._;lit~l. :Io·:::~~ it te ~sstrt~i:-!ed_ 
c-• .Jel ,:ctt,j T" .. q!·iet~~s !..:.re t:~; :.·.est needed O!":c·1 ..., 

"jcr.<\ ·~t=- ~: .e nrc::::.i.ct ·1i th ct!-:. er si. · .. i: ::- :·rod.:.:.ct3 in t~.-::. 
..,.,. · ... -+ ·:,....~,-.•. > .... ·- ~·ne ... :.:~.:·.- e ..... - :.- --Sl.1 Ll.··T , ......... ... '~!".·.c .. , .. , ... -!1 .ro;;; "·· ...... _.i.~r nc=.:. .. _. ;·v " "e --"'c. 
-:.:-~·-.:..::~."€: :i!"'eCliu~ r,o :j<.t!9iri..:: t~t<: -·:..:f~~-=!"'~t ch·!?."tt(;t,::~-:. .. -tic3 
o·:. -~:.::. :-:~..:.~i..;r;t? ::-~i-::l1 :: ~:.e::;~ :::.::~:.ic:eriztic.:; ·!~~- .. Ul'"'e 
:.--o::~:~-~--"'= ': ::~··: :c yet: ~c~.;.cl~de :~ ... ~~::-.e-r'll ::·refr·_··~~i-

... 

rrot:uct ~~-=~·')1:<t.bili.ty. ~f 
l." ,,., Le r,.. ·- t ' · · , , i ~ + "' "" ~ 0 ,..d for .. " ••. 1 ,_._ .; • •-' .,, .. _,._...,._ 

co~?lY ? ~ert~Ln pron~cts 
~uth·..-ri ':i~ .. .-· or from :·,'"\::. 

t:~e!·e ·: !'e '1.r~y ::::itio::L~l <3C"' 

the pr~~uct, how does it 
re~uire ~pproval fro~ t~e 
.. ' - t .... ,.. - ..... . _, .. " = • v •. r.: ~ ., • 
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· ·i.r.is t.ry of :ub lie 
........ - ( __ , ... • 1 
r .u.:. ..:.~ec \. ric:;i_ soods) 

...;:. _,r-•..• ~ ~- ·.-.. : ~, ( -.-_ 1; 1 ,.; i .,... L-- ... .:..""- ... __ .,_ ... ;'...J - t ' proG.1..1.C SJ 

:::,ir .. :'.E·ri. for ·~cr:trol on. ~·ood ~nC. : .. o;;.2.icL-.e 

;•ror'.·..i.ct approved ? 

). 
::o·:; i::1port3.!':t L; t::e product 
Inco:1esi:-i ? .iill i "': i:·.p::.'o·..re 

1-i~;.:.~::.; .:;t·:.:-.::~"~r~1s? .";.!:;.'.lt =.:-e t::e pc:;iti·:e t.ffE:t:::, 
.::::._.r. ~~i·~ ~6 .... ~p!:...::t-~,::~s or ::-~:a!"lis =~·1.=>"' it i!:~t.:rl~!e ·~ 

....... -...... 
. · ~ -.. __ -·_,;_· 

-. _-_ t: 

SITUATic:: 

- - . • :. :: _- =; -=-~ 1. ·.-.:::3. 

:~·~l~ :i: of t~e ~~r~et i~ not only ~ ~~E~~i~n ~~out 
:. .. .. : J~J-~ :;:i!.:.t;!e!· t::c ~:_e::~::?.:"_(l fer t::e ~r.:~-~-_:..·.=-:;s \Jr 

::: :: - · ·, - - · .:··~fici.r:.:::t er~::·i.~.:::i t~ st~rt t:-.e ;:-;·oJc:~t •. :ere 
L:::.: ~--: -~-- t :..-: i:: t::; f:..;_.:;. :te °tJ"'...·:l pictu!".:: o:· ~:-i.e ··:.1<-:et 
sit·.~ -::.-.:-·, .:;J -:::-~t "".;;.:;:, 9:·c-j.:::·.;-: c :~! te established in 
t: :€ :-:. ·:~~ "': -:·:.:· i ,__. t .;_ •:[; .J: t ::e r: !'0 t :. -:ts ' ·.·:J. -;:;: !" l ~: .. t ,:: 'll E; s 
a.ppro9.ches, ?..n'~- fi~: 1:-.c~;;. 

·-

-.. 
·- .• ,i 

.:.. 

~~ questi~n3 ~u3t te 
:c·:: i:::!)'.)rt·.:.~.t cr:e.=;: 

:;.,,; t::e r·;;·.~ .... -.. r~, 
71")._: E:Ct ,._ 

1re ~;c .. e 

3~;.::.re c.!.!". 

!:i:c · '.:;.··-,_ t -.r~:~.ly;;is :::'.i::t l;e c~rriF!r_: cut ti:- ~iv~ t:~e 
~·A ·:l·.i.re i ... ,fo:=-:·:a tio~ ·.::i th s·-:3.ticfacto:-y reli::ibili ty. 
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It is normally more difficult and important to reach 
figures one can reasonably relv on, rathe-r than 
getting accurate figures with many decimals. It is 
therefore important during all market investigations 
to cross check the info::nnation by different methodea 
of reaching the same inforaation • 

How thorough the analysis should be, deper:.dens on: 

The safety margins of the obtained information 
The difference between planned production volume 
and market size. 
?o which extent the situation on the market can 
have an influence on the establishment, 
~he sise of the project. 

!t is no.:rmal, not take the tasks seriously enough. 
Cne takes too many matters as obvious, one do wrong 
judgeme~ts, and one trust wrong information. 
One ao not contact the most vital people already 
existent in the market. These are m~jor sources of 
failure for many projects. 

·.vays of collecting information. 
Collecting inf o:rnation during the market ar.alysis is 
o.n i!nportant and oflen time consuming task, requiring 
contact often with many people. The collection of 
information may be done in 3 ways: 

By reauesting in writing. Only very res~onsible 
organ{zations and those getting benefits from the 
project can be expected to reply. The method is 
simple and the obtained information is relyable, 
but very few people will bvther to reply, and the 
inforuation takes long time to 3rrive. Most 
import~nt; one ri.11 miss out very important 
infon:iation that h~e not been asked for. 

~ Telephone. More information can be obt~ined 
is way and very quickly. Unlees when very impor

tant and comprehensive info!'!!lation is required, the 
telephone should be used largel7. 
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- " ;·..::=.:r .,c.·:0:-tcal ·:isi t. .\p!Jlic~tle fo!' the nost 
~-:-~oort'.l!:.t C',)rt!;.ectio!Ls. Pren;tre ~1 comolete list of - - .. 
~~~sti0~s in ~dv:ince, but be flexible daring the 
tliscu~sions. Importa..~t infon;iatiun l!lich~ oe ~vail
~tle ;\'hich is r..ot ccYered b "our -ol:mned ouestions. 
:5e s~re th?. t y .JU encc~~.:.·a.f;e r-.. e ::-.en tio:~i::--~s o s :.:.c 
ir:.fcr..:·l.ticn. ?rv to r.et the L'1.fo~atior:. cu-~.z1tiiied 
b\- fir;ures. Irv'"' tc "Grever"t putti~;.- ::.~y ·l..'1.s· . ..-er into 
:mybocy's :touth .. by L;iciic~tin~ ~ns;ers. :.re ·:1ill 
r-orn~lly te~d to ~bree ~ith you e~e~ i~ ~~ur 3ugces
tic!1s :r.ieht be very wrong. Th3.t is eg.sy :1nci polite. 

Jo !:Ct take nno " for ·:m :ln~·.ver, but put tte ·-:uestion 
i~ a different wa7, sc t~~t you set ~t l~~st -t~e 
=~i~ i~forr:~tion you r~~uire. 
:e T.·:·1re c: t!!·:.t people tend to e:~-:·1r;e.!'":l-:e t:ie 
i:ifor.nation L"l the t'ii::ectior:. ·:;hich 3Ui ts themselves. 

T, .. ..:;_,,... .-,.-~":: -.,.. .... .._. c•o"'' .L~ .: . .:-"\. t• ••(i•~ _,t . 
<:-:'~?c. :---·~. ~ .. o~:- c:_l;:c .... e . .:.~.:-·~rm3. _ion .. .J:.... ,;;.,~ • -~~~cu.~s 
·.vit.:: ::i:: l.::t:ec:_·~tely the i.~~~!'!·.·J.ti.on ;;·ou. c;Et, .?:.:l(: .Let 
hi:. :-cl~ tE-ly U!!.-::ersta::d :-:!:e?: :·2n c·!::. '1Ee t~:'!t his 
ln:".: ::.ati-::n ::.~ ·::rc!:G· ·:te!!. !-~- ·..l she;·.·r ex.!_Jerie~ce, t!:'.lt 
yo:i ;::0· ·-:uite:: tit of t!:s .3it~~tion, l:e- ·Nill ·.:ilsc be 
~ere c~~eful ~tout giv!~~ you correct infon~ation. 

If .::·:· :..t ·:!a:: t f r~"'!-;c 'l!ld open i:i f or:~s.-: io::., i. t i.3 r..c: ce3.""!ary 
th~t ~-;:~ :.re fr~k ~nd ope~ ;:ou!"3elf. :then yc.ur con::.ec-
t ;,.. ~- th~t n'e --~t · fo-.,·•i·.- t'h-r ,,.,.a..--;-·,, .. · f,... .vr: set:~ :.:. !: ... in ...... 3.J_.J_.:. ·--Ol&• f;..-'-'l.!-t. in o_-
1.13.ti:·-:, ::e •::ilJ. Ce ::;.uch "'!v.::.·e c;:en to yvu; CJ::fi-:.c-z:ce 
cr~~:e:: co·~fi0e!lce. It L~ t:.erefc!"e im,ort::.::t t!·:·~-~ :;ou 
r>ut ::o:.t!"".:Eif su.i.:icie~tly i.·:to t~e r-ict·A.re te.:c!'e ._.t?:;~9.ch-
5.::f; ~O. ~_:1eti tJ!'S o:;::d otters, :,y iir.s t •::oit!£ e. cit cf :;-... e 
re c:t.:.~red nesk re3e·-~rch. 

Sou~ces ·:J f 1:arket Irifonna tlon. 

It i.-:- ~&:"Al:-" f.'OS!litl~ f~o:;; '3.!:Y ~c·.!!~.~~ t':l ·~r.,--:;. ft~ll~ .. 
ccr=::··.:c: :r..i !."c::..;;able !'.'1.~or-:.'it.:.cr. \~overi.:'· t::e ; .. .:.3t 
i:npcrt~~t of 'llhat o--;e reouire to '.·mow. Even it is 
difficult to ~now ~h~t one recaire to ~~cw before o~e 
h~s C.iscus3ed. ::ri th people in t!':e t~··:H:e !r.d roi..lghl;,• got 
to k~ow how the ee~eral situatio~ is. 
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'.::J !-·iye co!lt,1ct ·:!lt!·. s~:ve~!l peo:;Jle ·:-:it!:L.1 the tr~te 
i3 ~';;s;:}lutely :'1eces.Tl.Z-.f. 3tudyi~:;:; of ::;t-1ti..;tLc-s --:...":d 
~ri:ten i..~fo~ation ~lor.e C3.n ne~er give ar.y co~plete 
-.uid rely~ble picture ~s required. 

The ~~or.:!ation one 5et from dif:"erent sources c=m offe!l 
"~ry •idely ~d contradict each ct~er ezt~nsively, :i::.d 
it is neces3ary to contact different sources snd co=p~re 
the figures. The more the infonn~tion wariea,the ~ore 
sources ma.y it become necessary to contact. Such C03:>arison 
and reasoning should be ~p~cifiee within the feasibility 
study itself. The more the fieures differ, 3rra the ~ore 
difficult it is to conclude, the nore sources one should 
appro~ch. 

~owever good theoritical 3.D.d statistical infonnation c~e 
r.ave, o~e C'ln never omit to get ~er3or-al info!':"~~tior.. 
~v~=ces ~~Y i~clude otter operatinb mar..ufacturers, 
tr.1:iers, '.i!lc!. ~cr..su.-ners of the i:roduct. Cne should 
~e~~~3lly ~ever ~~ke use cf less t~'3.!l 3 diffe~e~t ty~~s 
of sources or :-JethoC.s to ':!.rrive -:.t t~e de.:::·~(:s c::? t~e 
prc~ect. 

:'C:..e i:i.5.fferf=nt chapters will :il.3~: req_ui::-e •;c::ta~: ::i :!". 
cif.fe::.·ent LlfO!'! .·:.tiO:! 30Urces. ·;e :· :.ve ir: the t~1:-le 
9..3 f .lllc·,·,s i~dicated to -:;;!: ich e-:-:te!". t:, -::i.f fe-::.·er .. t :; :·..<.!'~€":.5 
-:-.?-y ~e U3E-fill for different kir:<i~ of re~uired L"'! :: :·::.s.
ticr:: 
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:!'!.E u<:;e of :i:-~=ri.;Yt 
· · '!.?'°kt::>t '.":i tua ~ion 

~~::-c~s of 
.lr::;.l:;sis: 

3ou~:e nrioritv ~~r t~e 
:!Spo?Ct3 .. of t:icw re -\.lired 

<lif fe::-errt 
:>i.r<ct 

.·kt;rce ,J f 
Info ~r. ~~ r::: =-~·. 

- ::.:-muf:l.~:~rer3, l :.!';er 
- " - ~~sller 

:-:~~uf-1.cturer'..: .:. ~.::;ccia
tions 
I!":~ort ::1 .. 3 
~~cto~j· rep?'£::=~:. -t -~-: i "V·es 
·_-=:-:.d e:·:~or-t~:::-3 

- .-.-~~ole - .~elli::r3 

- ?.e:t::?.il~r'.J 
S~:o :_JS '.:.:'.'l c : ·:;.:· C =::~r;.:e: ts 
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- Ct~er Litter·.-~~e, 
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- ~~:;~:1rch 2.nd ~~ve:!.ol"ment 
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::-o r : ·-: ~ : ~ ~ ~~ re ~t r: t 
t~~~ i~ ~~-~~~ed, 
t:. if: ~· ~e~:-!: .-... o:.:r~e3 
Zic·: :i.; : :_·:'..:: ~e~n 

Lt • ~-~ .._. c1,-i) e::::: er .. ypes c1 i.:110~~:!. .. ic!l 
h~s been iniic~ted how uueful t~e 
"'l i::.fl~!.· <.1.ti.:;!';. ·.:·?.y be. The cl·1.:;3i
du::.e :.i:1 f ·)110•:;3: 

1 
.... 
~ 

~ -· 

= 
= 

= 

.. cn.:-illy the most im;>ortant sources 

.t.f ;;·ou d.o ::!.ct .;_;.:t sufficient ir.fo~a.tio~ 

.:re:-:: the ?..oove c!1es, try t::.1e 5e ~ources. 

'?"l""r to ""ee ; f ~~"" r·:or -:.·~t 'lnV ..; ·1fo-~·-l~-f -,!" .. !..J ..:> - .,; """-"- - ........ ~- .. ., •- •'·--·\I_._,_ ... 
fro t thi·5 :-;ource ~::: :e~.l, ··;her.. you. a:r-.:;-:•-:.y 
are in contact. 

= Nonnally not !"elt:-:_~~.?:t 2ource • 

..;,s c:J.n be seen of the table, the opportu.."'li ties of 
~,:;tt::..~.._~ c!.·o.:."":i!"lg ::! for::l~tion f:::-or! verJ different .~ources 
will -_1',·.-·~~;"3 te t::.ere, ':l!""d -:i n.:.::::cer o: =-oo'..:.rces r:u.:;t "Je 

The · _ :: 1_ i.r:tpoyi;·_m-r. .-:c:.trces :'.!"c fi::.·,:;t of ?..11 t!-!e ::,·:.r:uf·.~c
tu:r~::::} -t:.·~ "': :~l!"e·.::.r~~- -:::d ::t i.!1 th~ ""'.; r~·.:.e. ::o-.;;cve:r -~c :, :: 
infor::~a tion c::e ..;;et f r-::i2 el:::e·:1b.e!'-:::, ~c:: t·1.:- t ·:1i t;·; '?. 
r:.:..i-_::e1, c~ P::i·-~ti:'1:~ :--.;·"l .. !1u~·~ct=...t~er3 .·!1oulC ·3.l·:,· .. -tjrs te 
CC~-:~-:.-_ I(<-: ~-llS t • 

•v ·--- _ -= ~ :.'": :!..J.: :-;ec fro·:. "':!:e "t·?.'=~e, :no::t ~Ol~r·c~.:i 
r:·r·~·- -. ..:.·:: :-.-.-~r~:~t i:-!fo!"~:.~tior. ·.·:i-=:: .. "! :: "l ~.:-lee o~ d.iffe:-€!1t 
::.El:.·::. :!:t i~~ :!e!'l·~e i:-!:port.::i::. t ~hat once one has the 
o;-:~c:-t 1) .... "'l:.t~· t . .:. be in contact, ~~at or:c ;n.u:1ps out ].S 
=uc~ i~f~~ ~~~0n ~a pcs3i~~e ~it~in the ~iffer~~~ ~~eas. 

~--- · ~ ·- J • ··-· - o,. • ·.:. ,,ue~-- ~ ... ~ ~-c"1 d be prep·.3 .... """' 1.:1 .~ ·--·:··-'- --:· .. : ..,;.:.- ·1 .:,,v.!...; __ .. .: -~.,:-4- ;;: .... ,.-:-
· .. _:-.-1r:e~. .. ~e ·i;J_ll ~ .. 1::-;~ ·::::en p~ .. 1siGle, try to €€"t ~he 

··-:~?·.:.~_:,;·_ ·::::e!! 01~.e fo!" o;:e o~ ·1.r:ot;1er re~==o:i i.: ·-
. ,, ___ :_:~ ~ i.t .n lcci-:.E:~:t·il ::.;:eti::;;:: or cont1.~t ::;.~inly 

fo?: ·:. '~if .:erer:t :;mrpo.:e. E. ::., ·::.::en ·!pproschint; ~~c?!i::.r!r:r 
:'.l!' ? -~-.. : . · . te1·.L~l sup::.:ilier!:> to c~~ r::uo t~ ti:. ;s fo~ t:-~e 
~:!"0.~E:-~°:; :r:_' T.0 ':_:.:.;t ~·-:i.:r:1er to -:::e ::'.lr.-:et r.•ue~ti.;:-:::; ''.S 
-·.1~ 1_ .... 

Do .~ot -~,,.c.; d '!.!:€.I\'\. ~~i-ley ire the 1.10::.:t i::~porta::t ~ . .:; .. •.:.·~~, 
a;~·. ~::~:, .. : .. 1

:
11c .. :h(; ~ 1 .~jc1~ity of tha re~uirt:d inforr~ation. 
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so~eti~es they ~~Y be reluct3.Ilt to give you i~for.:iation, 
or t:1ey :;1'..ly so!:e ti...'!les e>:jgrerate the problems to scare 
you off. Be sure that you have so~e information for 
them, it is a :natter of give and t:ike. -.'lait with 
approa~hing manufacturers until you already know from 
other sources. 

·Nhen you get wrong infomation, correct them or show 
them tactfully that it can not be correct. Have your 
list of questions ready, but do not shaw it openly. Do 
not take a'no'for an answer, but repeat your question 
in a different manner. 

CCU) 
There are ver-y m~ questions you~get answered from them, 
but get first of a-il to know about: 

Their own production volume, othez's production 
volume, total p.roductioc volume, volume develop
ment over the last few years, seasonality. 

The general situation in the trade. Constraints 
and developments. 

Expected changes in product, production volume, 
market de~and, 9.n.d other matters. 

~.:arketing channels, trading system, prices md 
resalers profits. 

Yo•1 1vill normally find that the l::.rger manufacturers 
know ~ore th3ll the small ones, but the si~uation ~nd 
the informatio~ is different, so contact both s~ctors. 
Gont9ct a number of them;you c~n than eabily cross
check the info?'!!!ation and get a ~ere correct picture. 
You may not be able to get very accunte infoma.ti·)n 
but t~at is not either very import'.int. Get to know 
wh~t the 5ener~l situation is. 

I.f you do not reg.ch the go-:!l •.rrell enout:h, talk ·:il:Jo to 
nanufacturers of slightly aifferent products. They are 
usi"!t: t.'.1-:? -:xle r'3.w :-:'.1teri·~ls, "'-:>::>ro'.3.ci:i.i!'" .~ tte :3·:1 e 
:":l~:-:-:et, l43i!':.g the na".'!e process, '3.nd/or ·being loc:.lted 
to~ether. That makes them to know, ~nd they are leso 
~frg,ic of releasing any inf onnation. 
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2 • :.~1!'.luf acturers Associations. 

If the nanufacturers have an association, t~:?n contact 
them. ~t may save you a lot of work running ground 
to different industries, you may find rauch of tne 
manuf~cturerb infonnation collected on one ha11, and 
they mr~" be more open about giving out figures etc. 
They may moat likely also knew more about the general 
situation, developments, and the relations wi~h the 
govemmect. 

J. Importers/Exporters 3D.d Factor-j reprasent~ti~es 

4. 

The importers will know not only about i~pcrt~tion, 
but as much about local traci~g ~nd ~iat~~tution, 
system\ volumes, geographical distributio~, tr~ding 
links, prices ~nd qua.Ii ties, q_u3.li ties prefere~ces, 
etc .. 

The Pac'tory representatives ·:.-ill have Z!luch o: tc.e 
s:l!!le lmowledge, but from•different a."lgle. 
?he :::zporters, if they a.re different ... eople, ~-:ibht 
~e apecially intere2ting to contact if the project 
·:fill h,,_-_re !l export potential. Cne ·.•rill he ·re"'rer senenl
ly find that the e:i:9orte!'"S have good infol.7.:~tic~ .'.lbout 
,:;er..tr~l developments in the traC.e, both ru.tiJn:illy and 
i::tern:ition:?.lly. '.!?hey r.ia:r h:::..\"'e .. ,3.lid veL·:s .:"::.:ut the 
future prospects of the trode. Cne may :1l3: ~i::d t!!er:t, 
as r.tuch a.::; -~1-:.e free tr::iders, to be inte!'estc =. in 
discussi~~ c0~crete business with a view on ccllabo
ration '::ith the new project • 

.'.'holesellers, Retailers, shcp::; ".l.nd zupercar::::e:s. 

Z·!ot ~11 p!'"od:ict~ are tr11C.ed through t'.'::o'.1c c::i!:~els, 
:md ·.vhen they '.lre, the p3.ttern of tr::ic~e, '.ls ~1.lch -"i.S 
the paVll'lent co"'di"t;o"l"' ..,,..,,.; -. .,..o+·;t,.. .... ;_.,,.. ::.-.-t: ,.,,...;., ~, .,- •• ~ ..... -A·•-.·• -- .. , .. 1r _____ .... e .. _, __ e;.L~ 
fro::: proc~uct to product. It is L1por"";ant to ::;:t this 
picture fr')~ the3e channel~. ~hrcuGh them o~e ~hould 
·1lso find out who..t is the most !Jui t.:ible tr".lc i~g system 
for the ne·.v project. 

It may ~l~o be very useful to di3cuss concrete ~usiness 
11i th th~;JE:: ch~n:'lels. 

- 55 -

.. 



' \ 

It ( ;,.. 

Are they interested in trading the products of the 
project ? To which extent can they co .. it themselves? 
ih~t can they off er or indicate in terms of sales 
volume. price, payment conditions, etc. Which specific 
demands do they have to qual1't7 1 delivery, packaging, 
etc. ? 

5. Trader's Associations. 

6. 

The association of the traders can info1111 further 
about the trade and the traders. Who are they ? 'lhat 
is their general situation. How is the supply 
situation tor this product ? 

What is the total traded volume of this product 
through their members ? Or what is their total trade 
volume, and whsit share can this product take ? 'Rho 
of the traders may it be better to approach ? 
·Nhat is the suppliers and customen si tu!ltion ? How 
has the development changed ? 'Rhat should one 
expect in the future ? What is the situation for 
imported products contra local manufacture ? Small 
scale contra larger scale ? How is the export ? 

Consuaer11. 

Dependant on the prod\,t.ct, the consumers lllBY be 
private,industrial, i.:l9titutional, and/or govern
ment~!. You may a~proach consumers as is relewant 
for the product. For new products a."ld for products 
that are not channeled through the above mentioned 
trade links, the contact with the consumers becomes 
the more important. 

The consumers can info:rra about their likel~ess of 
selecting the proposed product or brand, dependant 
on quality and price. They can give more detailed 
information about the requirements in volume, quality 
price, no of variations, etc. 

Through the consumers one can also get a picture of 
the change in deaand in the future, even if they may 
not know what may become available of competetive 
different producte. The more people one get info~tion 
from.the more relyable will the into~ation be. But 
one can talk to a limited number of people and get a 
reasonable picture of the situation. 
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::c·v '.': .. tny consu:-:icrs one in the practise need to t.;lk to, 
deper • ..:s fir:> t of 111 on to w!lich extent the CO?l~uraotion 
is even f rnm the one to the other of them. -

Cne may use a questionaire to enable an equal question
i..~g to e"Verybody. T~e consur.ption -.vill 9.1':.'>·:>.ys wery 
with ec~~omic~l ability ~nJ other 3it~ation8. To en1ble 
1ny conclu3ion of de~!llld, 2 - 3 or oore c~tegories of 
people ~~Y be questioned, the situ~tion ~ust be concluded 
for e~ch group, ~nd one must get an idea of the number 
of people within the ineividual group. ~s little 9.S 
10 - 20 people within each group may if the consumption 
is f~irly even give a re~sonable picture of the require
.Gtent3. 

7. Test S1les. 

It ::i?.v f·n: entire!'; new oroducts often be difficult to ~ ~ . 
;et ·:!. :-e?.listic picture of the de~~nr..! ?.fter t3.l:.Ci!'le :o 
tr2jers l~CT constL~ers. It oay hence ~t tiseG ~e u~eful 
to do some real test sales, to see the situation in the 
pr-9.ctis e. c~1e C9.!! t.h::i.n to (!Ui te sooe de6ree el i::.ing, te 
the differences between ·Nh9.t people s?..y ti:3.t they "would 
have d.o!!e if --", l!!d wr<3. t they really do. 
The .-:E:thod is of course quite cu.":lberJ~e :~d co.Jtly. 
It ~:so require ~v~ilability of a 3ufficier.t number of 
sampes. But ·,·rhen the natter is ir;rport'lnt, :.l!!d. rel;:::?.ble 
infor:::ation is difficult to obtain otherwise, it m~y 3till 
:J.:> •• . .. , . 

8. ~aw ~ateria.l Buppliers 

'::he!"e :.ia.y be few or n.:l!ly rg,·.v m:J. teri 'll supplier3, .... nd 
the uze of the ~~teri~l 3ay be distributed on few or 
:.;1.r::.r C.if :'erent procucts. ?.'ence the i:1form'3.tio1: 3.bout 
c.o~.:iu~rition voltm1es rr..'ly f~i ve :. :lcr~ or less direct 
picture of th~ loc·~l :na~uf:i.cturi!l.g volwne of t!:e product. 
~~:.:: .=mn":'lierc ~ ::n oft!?!'l tell :ib:ut tl:e :;.-Jn~;ur~:..,tL:.:i. 0f 
p-1.!'ticui!lr custo::ier3 or catee:;or.r of :;u.:;:o.·1eI·s. ~:etti::e 
:;.!lf·:>r.ration from 9. fe\v of t:-"e sup9liers, O'"'.e ::1a.y be 
fairly ·;;ell sble to detero!:le the total production 
volu.""Je ·;;i th 11ome approximation. 
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~te: !":iW -::·:.terial :;ur::?lie:?:":; ~.1·-...y ~l::v: t.:e ::m;>:1rL;ir: ::;ly 
we:!.~ in:~~r . .:ed ::~ -~:.tt t::e sit~ation o.: :te e:nd pre ~t.;,c-!;'J 
~nd t>.e :.n?mfacturers. ;:e knows. :Cte t-i.:> k.3 is to 
- ... •,e h;,.,.. tc-1, 1.-, ... - yotl. --h 0 t he !rno .. ,-1~.;..:-o.. ....... ~ - ~ ...... ~ lea. .. u u..&..&. •• .., • 

You h~~e a veI71 iOOd nosition for 0ettinb ir.fo~~tion 
when y.:>:.i discuss ·.vi th h:L"l .:.bout ::mpplyi::.6 to the 
new project. 

9. The ~achinery Suppliers. 

Li-;re\-:i3e, t~1e :::i~hi::e:::·y zuppliers ::m.> t ~e ~or: t'3.ctcd 
to :_;et ·~uotatic:::.:; f0r the re-:uired e-:_ui:x::.ent. C"tilize 
the oppcrtu:.:i ty to set r::.1r'cet ~fo :"::i:::. :io.1 ::43 well. 
··;r.ether he :ias o:- :::.:1s not su.pplie::: :-,1c!':i·:e!·y to tt.e 
other n~r:.uf;i.ct·.lrers i~1 tne tr3tle, he h'.l.E; ~esotiated 
0.-,i"th t~er.i. 3.nd !le ~s.3 9. f'ictt:re Jf t!:eir 3itus.tion. 

10. People ir. tl-:~ :rJ.i!e. 

:~r:€i!'lee~s, s·.'t.li:.:·3:.:en, co'.'l.sult-:int.3 etc. ··:c:--::.~:s · ... .:.thi:i 
~!-.e .i;r'i·:~e ·:·ill o:te:i ~-:now (tuite &i tit :~.out t'.:1e 
3:it :.:.ti.J?:., -,_t l~.~.st .:;enerafly. Find out ·::ho :::.~o:::; your 
f "".; p·,. -1 .-·· co, "'...,.·aue~ O"' fr; er.d .... o~ ··our ~,..-i en.::s 0 ,..e i·n _..__. _ _..-, t ..L.....-.~ ~· - - .L i:> J. ~; ~-- • ;_. "--

t~c3€- ~o3i tio::s, .1.!l\.! cqn t;i ,:e ~:cu :-~c.:·:. t5.0r:·l.l i~f·.ir'".'.:l ti.on. 

:Jo :~ot tr-... ut t!:E"=.3e :>0ul"qes t·;:o ~.uc:·:, ~Y.:!~:1re ·::i t=-i t:"!e 
fur-l;~e!' i~dor.:nti.on ::otl !1~ve :.;ct. ,~t ..:.-.:..~st t!:.e~ ;:'":.~ 
?ft~n ~.i::l:: .~ro·.1 'tv :-ut yo:i on -::·.€: :-i.:.;ht :r:.ck ':.l~·:'_:::~ the 
l.!1 tr~:; t-.ba t ~vn:;. 

~te ::10 . .;t i.::~por:·-l:-:: .,;t !"ti.;tics ·'!..re; 

:~po~~ ~~i export st~tizti~s 

Gons 1x::9ti ")=1 ::;tati:3tic::: 

- 58 -



\ 

'

··t ·-i ..-·-i·· ·.- n7 ,.;.::-.Ls.e,...ent <: ... ..,, .... i·s ... .;c .... ..,,..e .· .. ~r.--::.1·1~blP i·n 
Y.. ....... - .... - ... - ~ ... _ .. - .. .1 .... \,.~\, "'-..:; ~ .. -··· ·.:. -

I!".:.·:;:'.~;i.-i--~~!'v.~- t~:e ';e:i..~ral Bure~u of Statistics :ind 
they ;:J.ve av:1ilable a list of avail:l.hle statistics. 

The st~~i3tics will often give you quite detailed 
i~:fo r::'. :t tio!1 with precise fi{;ures, but of course not 
al·,·,·.-:~·s 3t~eci.:'ics.lly for the exact product ·;1hich you 
ir1vesti.:,;:::.te. Still the information oay be of good 
value, ~n~ you ~~Y eet from other sources ~lso a goo~ 
clue on ho·:r the situation varies within the product 
grOU;! i!!. tl:e statiatics. 

12. Inf·J?.~·8.t..'..on fro:u other countries. 

Espec:.· 1.ll~, for r..c;•1 ~roC.u\!ts where one so far have no 
pr-ic : i. ·."! :tl ::i::irket eA:perience, may it be very use f~ to 
see -~::e .~e-...elor:nent in ether ccu~tries.11.::v;.ty oe countries 
th~t ~it~in the 3re~ ~re in a relatively ai~il~r situ~
tion :u~ 3li6htly ahead in the develop~ent. ?heir 
st,1.::.,-:-;:.•·.3 '.lre e:i.sily a 119.il'.lble ·-'1d c2n tell '.'.bO'..tt -t;te 
('h·""·· .-.::> '·· ..,."le~ ··olu"'•e ._,·.~d 'l')"'ttern o" "0"'"'''~'!"' ... ; ·"'n ~· ----:.:..- ---- ·- .• •:I - .. .... -:\.! - ~ .L -· ~.L·-:J·:A.o.·1 ... ' \.,-~ -· 

If ": ·._:.'..;-.. ~ cJ::t~ic-;; ·:i.'!:[, people o;.1 cc.::-(::~riss ·:ri. ::'.-!i::. t::e 
tr~ :e, .Jr--_e ::13.Y of c:>urse set :~!ore co.::~:>re!:er:::;i".re i!!.:' J-·
:~ti:~ :~~ut t~e ~~~elop~e~t. 

13. Litte::-=.:.:ure. 

:oc:·::; ::5..1~ .-.')!"" :.lly ;_:;i7e ::iore L·.fo!'i.:-:ition '.lbout pl:int 
"'~::::'.. :· ·::. ~ -::: $ 2 .-_ s th:.::-i :.:: .:'l t ~:?.rket d.evelop;.1en ts. J ourn 3.ls 
·:-.nu :·.:.:·~1.zi::c-3 'Nill reGul1rly contain ::iore infor;·13.tion 
on .f;!:c :.:·i.r~:..:::t s .:. • .:..;), ":-oth i::-. ternationally :.:.nd 3pe ~ifi
cslly :o:!'.' Ind.or.<?si':l. You may not '.<now that there 
e;.:1:=it ·~:::e, but CJ:1 ta.ct ::;our~ibr~ry '1Ild you will be .::;ur,?r.Lsea 
to see the long list of magazines t:st exist, 
")·~!"::. c 1::.l ·. ~ .. 1 ·: .<Ji t:·. :..:1 very S!)eci ~j c trade Ci, orot3blv 
il.:;o c:~e pJ.rticul .:..rly ·.'ii t Lin ti::e field of· the i)r;~ ect 
~,r::.i ::--4-;·~;.~~t .. .,•-::. ~J -:hro~:f:h :i ~0·\· ... "lOlr...u::~3 :.::"' .. c .:-:£:e 

... :j.i~ .. :; -)~· i·:tt;r·st. 

14. Gover.-~~e~t Ir.ztitutions 

The 11~~ of :nntit~tions soecified above ~~y le3d you 
to t~~e :!lost i~portant govemme:it:il source. 
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:.ny int~u ::,";ry vf '.'i~.·i size l!lUst be reoistered a."!.d 
":.:y t !1.1~ government, ~l:ld :1 r9...-..ge v: :lnforr.-'.ltion 
·~Y·'.:.il.3.ble. ~."uch Jf it is confidential, but on a 
collective ~~ses there are no reotrictions. 

a~r.roved 
is 

It is ·:tl=:o these inati tutions that inpose "J.n.d c:.m 
.:.::.::·cuss si "tu,;i.tion and prospects for protective rne3sares 
::i.."l.d con trolli..11.g !.'et;uls.tions. Especially BIPIK and the 
KAM\/IL offices have available project profiles for 
a lor..g r-:.r:_:::P. of ?rc.C.t:.cts. Pilot projects and regularly 
oper:ltint: ?rojects have been initiated by these insti
tutio11s, ::tr:c. ';ou r.i:r.: find that co~plete f e:l.sibili t v· v v v 
.,,.~.,,;;~,... .• ,.,~ =-1-.,,~ ..... , 11 ~ .. cti· t ..,.. .,. · ., 1. ... c... .... --~ ---'-·· __ , ........ :t..:. ~e as pro1..'"' on repor s _,a,, oe 
:i..-,1il:..tle, Yo~ :-:."J.y 1lso be 'lble to identify tb:i2e -.·:ho 

. ~. ll t.. • d l" . ... . .&.• • • t ::_peciric·.1, -Y L.:r:e oeen · e·.i 1n3 -;:~ .c 11.c1e v~rious proJeC s. 

1 5. Banks. 

~ • 1 

.... . 

:xis t i.~1:_·, 91 .:L~e:., ·_-:.:id e3.rlier p~o~ ects '·.l.r~c. L:C:;,..:s tri~s 
t-i~.re i:. :.;e::e!'3.l :.ll i.:een fi~~ced. oy ban%s. Ite t:u:;::1 
i'.~ust :-:ee:; t':e::'...::el "'.;es 1.:;ell iLtfc.:r;:-aed -ibout t!:e d.~op~telo~·
::e-~::, =-:::.,-~ .. ,ill :.C!:C'.>" ·::ell t!:.e ::i t:::.~tion Of t~eir 
c:nto_;:t;:?:.-::. ·.:hey c_:.r. .;i7e ·1 cco-: p:_cture o~ t~::: 

c2~! e !' ~.1 ._- i ::.! ~ t io~ for the t "!''3.Jes. -=:ank Pe:::.b<inc.:~9.:l 
:I>·. do:~ s.:; ,. ·. ( :-, ,-_P!:~:.c) , Develo::nen t -::.~k of I.:1 C:.o!'".e.:::i:1, 
:-11'1.i ot::e;.';; ~-~":..:;o _:'!'e;·'""~!'e feg,sibili :::- stuC:ies '.lnd 
ot:.-_e~ :n·.-).~.:: ct :.:. ::.. teri~ls. 

""'.'7T ~.,,r-rr -a .... .- .. --· _f 

~ ~ 1 . . 1 •r 1 J . + . . . • e"C\ • t . ·-··:; , •. · c - ·x.·.~ ··~.ri" , '.:! :;e. l:"J .. ri :'U t ion ~r:~.!':!.e ies • ,., 
Jo not only spP-cify volw:tes mci. •t.:!lues wi tr.o~t '.tl~o 
·:::pl::.i:; ~ ... !!:::: ho·:; you have concluded the qu"ln.\>.\ties, b'.:1.Ged 
C..."'.. infO!':""i':";~· :_ .• r, 7!"''.':1 ·::hj r.h _;;,\rti(:Ulsr !JOUrces. 
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You may use a table as follo;.,.s, ';}I!.d/or you rr:ay 
outli::e the sit1.Aation in the text: 

Type of Source 

-!;'.:'.i..'1Ufacturers 
ir..for:.:ation: 

- ~r3.der's inf or-
:n:.tion: 

- :la.',•/ ::-.:~terial 
supplier's 
i~.fcr:::a~ion: 

- !:~chine 
3upplier's 
i;1 i o :::.. ,1 t io:i: 

- 3tatistical 
ir~for:-.mtion: 

- Gov€ rnne:i t sl . •: in.fcrna,..1.on: 

Co!: eluded 
preaent 
Locsl 9::y.'..·...tcti::m: 

I 
I 
I 

I 
I 
i 

Total local r:ane of the Explan.3.tic!l 
pro-:u.ction particul~r cal cul":";.: ion 
~Talue sources the fic:;ures. 

•:1.nlmum Maximum 
asses- asses-
ment ment 

I I I 
I i 

' I 
i ! 

I ; i 
I ' 

' 
i 
I 

I 
I 

I I 

I I 

i 
~ 

Th~ 3~ecification of the nanufacturins on ~ifferent 
varieties i:.: z::·r:teti."'.'lea very import'1nt. 

·It is speci:llly inportant when the proC:.uct c·.:m ~ot 
m:.ke al~ varie~~es 1..."!d '-'lhen pr?visicu c; e:.ci;r:1 ~ools 
i'.·~s -to .;e -=0:1.3J.c.ered. E":l.C'h ,,~r:.~ty ::,,~y ~:·:?.ve :!:eir o·::n 
n'.lr~~e-t, ·1;.C. the project r'.l~Y pozsibly !1..:Jt ':.e ::.ble to 
::i.""1 '.·:e ~11 o~ tl::;n. ~i:;tricuti·~:-: ,;·~c ··.'.:~·_,:-t:-c;:i -::•·,j fro:~ 
pro-::.i.ict to ?l'0•.~;1.:;t ir1vol·:e :,.:.tters :l.J i:: • ._..: 

Size varieties 

Colour varieties 
~~pacity varieties 
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l --

~u3lity varietie3 (rel!ted to pri~e) 

P<!...'=:ions. 

?ir..d ou.t ·:1hich ty_;.e of V:lrieties ·l~!,)lies to t::.e prcj cct, 
·::.nd 3peci fy :iccord.i~g to t~e i.:~fG1-:::·:l. tion ho·.·; t!;,e 
prcC.uction i:; ,:L~tributed. Cit tL:ea -.1ay ·it be :-.;ore 
u'3aful to soecifv t!~e V3.rieties un0.er ch3.,?ter for t r.?.ding 
or de'"1·!:id). · " 

I 

At ti!.:as the :1.~!lt;.3.l protl'.tction voltL""le m·-iy !"_esc to be 
dL~tributed ir: ~ 't:.cle, e. c. as f0l lo•13: 

I I f 'r'O -1 ~ ct i;-... ~"'~ l F · e Qu··"' ~ '·y or .:.-:..1.~I. - ,_ ., .. . v - -- . 
Type ?rice level Size I Size II i .3ize 

F·::.::1hion A 
::i?-.h 
Low 
:-Iigh I I 

?'l.shic!l " ;.., 
~ow 

I I 
F::i:;hion c ni . .::h 

Low ! 

B. ~eop;r9.phical ci~3tritutio!! of Pro-.:uctio!'? 'rclu:ae. 

"'t''e -x.;~-:;,...r· D ... O'°'"C~i.·~,.,.. ···itt...i·n o··,...., n ... ov1·nc~ .;=-~• ... .;r-t .., • t.: •·""--·G .- _..,. ·• v~_,.,_ 11 • ••a J:-... • ::::, '--~:.--'--

or ~~·:.:-kct -:-.re:i fo!' the project is ~e 1:er:ill:: especig,lly 
i::i..7ort·::nt. ~:ow to "'.iYide t:-:.e ·::.rc·:::.3, Qe:::cnC. o~: t;:e :",:?.~lire 
::lnd t!!e di:=r~rioutior. raC.ius of t~e project. 0ne ::l.;; e.t;. 
di3tri~guish bet~een: 

the irlte~ded m:-:.r:{et !Jl o.ce for t!!e :iroject 
the to1m of the project 

the p~~vince of the rroject 
the isll~d of tl:e project. 

!·:3~e 'ls .vell -:-.s :iosqible ':l list of the m9..11uf~ctt~rer3, 
eJpeci~lly the big ones -,nd th~ nearby ones. 
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·'-

.-::;£;c~f::· -:~:::..~ pro·..i.uc"'::ion. volu.::.e, ::.nd ~·.-hen rele·:J.::t, 
·:_:_ ~; ,_t ~ _-_: ::.e: ;!4o<l.uct -... !lrietic3 t:1e:,· :::-.ke. 

;o~iitly use a t~ble f ollo·:.rs: 

' . .'.J'.nual 
Present ,;.~ain 

: ~ :...':.':€ ~~!:.·= .. ::dre33 production :.nnual .Prorlu~t 
'.)~ :.~ ?.n.uf acturer Volume growth \'2ype 

% 

I 
i 
i 
I 

I 

::~ :.r ?ro fi t·J.bili ty ?.::id po:::;ai~le roo::l for 
:·-:: ·-·~ci:-~-; ":he prices 

• 2: · ... - 0ti::,i1 it:." t .... , ~ .. ~ ... o+ ........... ·~-.,,. 

1~enerel 
situ3.tio::i . 
I 
' l 

I 
I 

Tl":.e :;:-o~ ect ·:;ill ~e !or the !'uture ~"'ld not for to.-:.:>.ys 
siti.latio~. :-: i.~ i·:1~o~t~!lt tc :-elate the project to tha 
!'u:ure ::it~ .. :.Lm .)f t:-~~ e::i3ti~1g industries. 
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4.2 

• 

·' ~. 

?te ~=ese~t de~elo~~e~t ~itu~tion ~~d t~e p~st 
~: ..... .:1:-~:::e::.t ·::: t:"":.i:: -::::e ~:~i~ti:1& i:-_.iu .. "'it!':.cs ~.:.:: (:::··e 
:: ::: :e i:-:dic lti~:i !l Go ~1.bC:lt their f;itu!"e. ·~he f 01:.c·:rint; 
f:~.ct·Jr::; '.t::;e 1=o t_:i ··e :-:>::;C. i!'ldicati.::ma: 

;::1·!~::.;e in the ::;>rc::.uction volu;:ie from ~·e·:'!.r to 
:: c-·~!" 

:uil'5.it"!g 3.cti vi ti~s and pl::i..'1.t improveaents. 
F-..irct·.~se of ~e·.v :~~chi=ter,r. 

::T!p~:-:.::-i::d~~- o::.. :::~0e::::.rch ·J..r.d Dei:el~p:ie~t 

I~cre'.!se in t!:e ::-:.mbcr of e~ trepri~e~ o~ 
~~~-~n+r·,~i·~~ -~~11~r e~~e-~ri·~e~ _i-_.t .• l~-~e-
""'"" - -- "'6 • • •-:,; -3 ':lo ~ ... v .L~ ...:...> o;:li • vU -- ..;; ~ 

!El :;3. 

~~ .. i3ti~'1~ pl :..::3 
:.:. !.~:J ~ .!ct~!"i!·_:; 

fv~ 3ta..rt 
:.l:1its. 

3i-=1"!.~fic·:_--:. t 

EXISTI::G SUPPLIZS. IL:PORT. 

"I:! t:1e :t-1: i.~tic .::-eci:ies the :.:_:.,o:=-t~tion ~f e:-:--~ctly 
.:.-,- !"1-1"""._ • .,-...;..;--:- -:--.-. ~ ... "t .. c-•4' _...,..._ '~~ .-. •r .. ,. t'.,~• ~:.., ~ .. e ~---- .. v ··-.: 0 ........ _v .. ___ ,. ..... e.:J, <..: •• - ·--:l.r sa., !.- ... 'J •• e 
:--:3.t"':e!" !:c·:.·>~:1 rel.l':i·:el7 CJL":'!ole. Figures for t~:e 1--:.st 
1 - '- ...... --- ,..~r c.' ~i·-:;- ·tc ~r·u·n..: -..,oth f',r .. •nlu:··e "'~d ,.,. ,.,, ~ - -.·.- .__'-!,. ~ .• ..:;> -J ... __ ...., \,... w -- -- ..,...., -· --

·-·:}.·_~<:;, r:~:-:-:-: ~ ~r, .. ::..,_ -~:.-,e re:i.sc!'lsbie ::.n:or:.!:=!.'!:.:.::i 
• • • ~ • T..;.. 
~-J- .. !- .. 

~:1~ :;~·:::· . .--· £ !3 ?.l.;o ~=--e~if:.es ru:l.ntitie3 ·::.~C. vcl~e3 
::::··1 ::,._.2 · i£"ferer.t ~~~·L::=Le:=?, ":1!'!.ic~ ~~-:.:: :._:3.i!l t.;:..· .. --e ;.r: 
i-"' ~ :~~-·:. t ~- :-: : : ~ ~-e : :'C :'"'.~ :.~ p ri ce3 ~1r:tl • .. ·:, ,_ 'J;-_:e.; f ,; ~ 
·:~ :--'. -:v: -·l • 1 ~tie::; ~ ~ + !':~ product. 

·- · ·- . .:.. .,, .... !lv- ''"=·--·· ... ··-·H -::·e -_,o~~.::i:~:!l~t::· 'J~ ;-:,.:!:-.. .-:.:.·.~ --~-~ 
. - ~· ... -- ·: .. . -

: .. :·.:: ~-: ~::..-.:-..::~~3, ~.~;·:-,~i-:l:j" cot:c~r.::.L::~ ::ie i ... ·;-oic~C. 
;,: r:: :F.:·.:: -~ 1 ·;:ell ~-:l ~'.-:e ?C ::;3ibil i ty of illec;al L":lp·'.) rt~t:.~n 
~f c-::r-:'1L1 co:-.r:o~:ti7:£1. 

·;ot _-._1·:1<..i:,:n ·11ill 
the st9.tistjca, 
ties. 

the p~rticul~r product be ~peci~:ed in 
but be in~lud.ed ar1!0::.; ot'.~er ccr..:-;oC.i-
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:a.: :~!·C:.i·:: t.J ir ... fo~·:r:.:t: io~ f ;.·c· - ::·.:~:~:1~:-:ti·.'--: :~ t-1 ti:·~iC!:;, 
.L....,.- .•.:0.-...L. ~• ....... ,I·\~ ··-an e+c --:-.-. ,'\.111~ ~u,1··c .&..':..,c,. ~"':=.··-,;---~-3 •p ..,, __ ......... r-s ____ J_ ..... '-"'-- ' \t •• '"""·- ........ - u -tt.J- ---- ,.;.-- ....... ___ .,,_·~-

of::-_.:: ;rou.;> f•o!ll ing on t?:E ? ?.!'ticular p::-o..::A.ct. '3uch 
c:~:c~L.:.tion m9.y c~rey se:.:ge for !J.'3.jor c:i:--.:-:odi t :.e3, but 
st:.:ulC. 0e avoided for proci.t:cts hr:U:s u~l;r '.! ·te!:".f 
~i~or 3h1re withi~ the pro~uct croup. 

I~?ort 7olume infor.nation ~ey ~lao be 3~sil~t~e both 
f=~= s~ver:il goveniment s~arces, from tr~de aszoc~~ti~ns, 
1r:.:. fro.!:1 the importeJ..•s tl~e::sel ves. Iapo:::-t inf0r:::.ation 
f=-~~ these sources ~ay al~o 5ive a ~ocd ide:! ~3out the 
ce~gr~phical di3tribution cf t~e i~p~~t. 

G-:7:-:-:in.-:; 1-.:.port iZ'lfO.r:':l:!tion fro;:i T!:l~ort-::-::; ·::ill _:_: 
w:c--"'11·- .. e ne"e.,.-!2,,.,~ to ,...~.-~- .... c ... .., .;-e··· af ... ,...e_ ..., ... ~ •- -··· - -.! ;> • ': -~.;;J-~j • _ _._• ""'-• \r :...... : •• '-'-• t- :..-•.a.•.L 

cc:::p;re t.:.e1r i:.forra:tti.on s:::.::cc the:::..r i~fo:-:-1ation e......-en 
i.:" :::;::e,3t, cay 'be far fro::i :-:.cc'..!rate • 

T::e :urre~t duty nt0.s ·u:: ::~x·_:;.il·~'tle L_ ~~:e t!?..!'iff 'b0ok 
f' ...... - - t!.:e Deoartment of -~u.5 to~:•;J and c-1~ :..~e :o~~ci t:!e!"e 
; f' ··•,"\t <>n--.;1;·h] e f'rc .... el-~···r.· e.,.e -- --~ .,. __ ._....,_ ~ •• 1 ...J~··· - • 
':.'!:.~ e:-:i...:;ti?"!t; i.~~port rest~icti:J:!:J :!re e::p~e..>..::~·:l _J .. !rtl:,· 
ir: t::.e :'.!_ity t"lriff took "l::C. ;i~rtly ir: ·:=.ricu.s :_:o~.re:rn
~:-?:: t dt:cree::;. 

C~'.':".O'.lre t!'!e Inuorts -..ri th t!2e Loc'..ll P!'o·:.'..lc~ic~. 

C·:: ··?.y fi.:1.d r.1 ~~ o~ dif~~!"~nces between impor"ted ~~c 
l...: ~---..! )rorJuct.5. '.>Uch ;:~f:e!'e:-: 1:e:; : .. -:.y r~f~:-: ~o: 

F".)..Jhion ~nd look 

::o of v~rietie3 

Packaging 1l'l.d con3x.~er infor:·1at:ion 
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3r-:ind, trade:::~rk, ar.d t!:e bu~-er'.J co:-,fi:..c:ice 
in t:ie .1~.1."::e. 

::ot all the 9roduct selecticn factors ;-_::-€ '"!er_;- r-.:i-tion':!.l, 
but so is not either ~l~3ys the pattei:n of br'1nd 
s1?.lectio::i -~-:iong the consu."!lers. Simply knowing or beliving 
that a produc-'; is ir.tported gi ....-e confi·i-=r:ce, :~~c. it cm 
regularly be seen th~t imported proiucts 1re prefered in 
spite of disfavourable prices and ~u~l~ties. 

no not u..~derr~te th~se factors 
tials fo.,.. the project. 

~. Ge~eral ~re:id in Iw~ortation. 

;.., 
~-· co~?~~i~g t~e poten-

::hat will be the fut~re situ:J.tion is :.:ore inpo:!"tant than 
k!!o~ine the i=.ports tod3y. Knowing tI'-~ trend, the 
bporters, t~e t;o~re1Tr.errt policies, -::..~ :::e i:--.. tc:ltio!'ls; 
one :::1y ;:;et :i recson.:ible i::tpression o: -::::: C.e~:~lo~::-.ent 
to te e:qecteC.. 7ho ·ire the i~por't~?"":; ? ~Tow stro::.g 
<!re the;/ ? ·:hic.h policies C.o t.teJ- -~·:.-:e ? ::c .: d.o 
they look ~t !he ~u:~~e ? 

You -::r.-1.y 1!€:;_,- ·.·a·ell ~=~~~ a list or 1 ~;i:.::.e o: t:.:.e 
i::1pcrters, :::;ecl.fying 3o~e of -!:!:e~e ?:J.r:.:.:eters. 

·:ihe~ t.'.'.le e.>:~or"t ~d tuation l:"l.s ~eleYar.ce to tl-_e ryro ~·~ct, 
eitiler bcc~~se t~e pr~ject inte~d to ex;0rt it3-pr;ducts, 
or bec'lu~e it i:1 :Jic;ni fic:1nt for 'the ::.::.rkct si til~ t:..on 
fnr t~e nroi~ct t~~M ~~cl:·~~ ~hi~ c~-- 6 ~-_,,,, .. ... u - , • -·. -·· __ .... _ "" ·- . • .. l,. ........ . 

If ~ot, you:-:::..:·- ?..3 "loll le'-lve :ha ·.·:!:0lc :~.-!::-+:-r o·.tt • 

. \. Exi.;tinr; -:l:· •• 1 o:ir:t e:::nort voltz.1e. 

~he e:::1'Jr"t fi;;ures :-ire av9.ila.ble in the -:in::'...t'll exnort 
:Jt.-1 ti.=tic:: !or Indoneni3. fro:n Eure au r'•l::--:. t Stat i: ... tic. 
~he s~port i~ ~,ecifi~d o~ the i~~iviiu~l ~~~ort 
h'..l.rbour. '!'hat gives a gcod clue o!'l _-,ho is ux;orting how 
~uch ~t ~hich p=ices. 
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Getting the statistics tor a few of the recent 7eara. 
one can see the deTelopaent ill the export and the local 
annual var1atioll8. 

If the particular cmmo41't7 is not apeoified in the 
statistica 9 one can. again aa for :laport. t17 to sort 
it out froa the group of eo111104itie• it belonga to. 
One will ill tbat cue probabq find that the exporters 
or the manufactann can gin better info:rmation. 

there ia also 8ll opportunit7 to get further infor
mation,troa the CU.Stoma or Bureau Puaat Statiati• ;that 
is not printed. fhe7 ha~ a range of information that 
is not being pibliahecl. 

B. Restriction•, fol'lllBlitiea and dlltiea on export. 

Export i• 1a general iaportant for Indonesia. It 
brinp foreign currenq Uld provides the meana required 
tor importation. ao .. nr9 not all product• should be 
exported. becauae the diaacl'ftlltagea mq be greater than 
the advantages. Such product• first of all include: 

- B••en\ial product• in short suppl7 (includiDg 
llaJl1' food cropa). 

f>i 
- Raw materil.l.a or aemit\shed products that 

should be turt••r worteii9 to receive increaaed 
value added before export. 

A pro3ect should generall7 not include export of such 
comaodi ti••· Ill order to control and lillit auch 
activitie• the govermaeat haa eatablisbilcertain torma
li tiea and reatrictiona. Por some co11111oditie• are 
therefore establiahed ar. export dut7 or a •ceaa•. 

·The ceaa 11&7 be iapoaed with aa decreasing percentage 
tor ., :lncreaaing refining of the pncluct. It aq 
also involve the authorization of a limited number of 
licen•ed exportel'8. 

Clar1f7 and outline the •i tuation for the product in 
queatioa. Do not deacribe ~ generaliti••• Do ~ot 
aeatioa a117thing about tbe geaeral benffita of export. 
That 1• s.lreaq Dl.o11t1 to the reader. 
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c. Demands to exportation. 

Which specific demands exist to thia particular product 
to enable export ? Be •pecific aa.d quaatifJ', put 
figures on the demanda that are releTUlt to the parti
cular case, and do not mention generalities that are 
kn.01111. and valid for U7 export product. 
The demands will 1Jl moat case• iDvolTe the following 
matters: 

- ~itt Dependant on the product and the 
1.1Rpori g countrJ, one will ill general filld that 
export product• llU8t haTe a higher standard of 
qualit7. The qualit;r Dl&7 be required to be more 
uniform with le•a indiviQ!al Tari.atiou. 
Often will also different specificatio1U1 be 
required when the product• will be used under 
different conditioaa. For coaposite products, 
spare parta and service facilitiea -1 be 
required. 
'lhen serioualy considering exportation, it i• 
not aollgh to know that these demand8 111&1 be 
there, but to inveatigate particularl7 ad to 
specify the degree and the content of the demanda. 

- Price. The price one will get for export, will 
nonn&lly be different, independant from, and 
lower than the local ex factor:r prices. In 
order to compete or compare with the market 
prices in the !'tcei'Ying countr:r, the final price 
for the importer must compare faTou.rabl7, with 
the local ex factory prices there, and/or price• 
from other countries. 
The price the Indonesia manufacturer gets, will 
however be different from the gross price the 
foreip importers pa7. Some or all of the 
following costs may a~pl7 1A the indi'Yidual 
cases on th~ Indoneaian side, in addition to the 
net ex factol'J price: 

- Bxtra costa for aeawort.IQ' packing 
- Inl&11d f reigbt in Indonesia 
- Ship's loading costa and clearing charges. 
- Sea freight and tranaport inaurance (FOB or 

O:U) paid b7 ~he one or the other. Ware -
house charges. 
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- Poaaible export dut7 in Indonesia and custoa 
clearance f eea 

- B&llk charge• 
- Intereata, eapeciall7 if dela7ed payment muat 

be accepte4 
- Specific aales coat, cOlllliasioaa to brokera, 

traTelling costs, communication and travelling 
coata for the contact with the fereiga partiea. 

- Leas poaaible export incentive fro• the govers
aeat, cbaaneled threugh the cuatoma. 

~or the f o~'ttign importer further. costs appl7 to 
reach his •landed cost•: 

- Ualoadi.Dg .. d clearing coata, warehouae charge• 
in harbour 

- Iaporl dllt7 
- IDtereata oa prepaptents or capital billdillg 

- !&port licenae fee, inspections, and other 
cbargea 

- CollllUllication and poasibl7 travelling costa 

If ene can not ref er to an established export 
price for the c01111odit7, these various costs llU8t 
be taken into account when comparing rith market 
prices i.a Indonesia or in the importing count17. 
Specif7 the expprt price and how it ia arrived at. 

- Export Incmtivea. The export iDeentiT• i• 
a govel'llllea\ aeuure to encourage export. It 1• 
baaicall7 aeant to reimburae tbe dut7 tbat bu 
bea paid for iaported raw material•. It does 
however not tall7 with the dut7 ratea. 
IDcentivea are generally higher when raw material• 
of local origins have been used. 
The incentive generall7 T&riea from 2 S to over 
20 ~,dependaat oa \he commodit7. It i• dependant 
on an export certificate and the disbursement 
m&J be received 1 - 6 aontba after the export~\c:>t) 
date. The detail regulation• are 1et to be 
worte4 out for all e0111110ditiea. 
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Por other COlllllodit~ea will duties paid on ra~ 
materials be refunded after export, but the 
procedure• before diaburseaent 111&7 take up to 
12 aontb8. these p&Jllent delqa •Wit be taltea 
care of ill the calculation of working capital. 
Specif7 the incentive that ~ be aTailable. 

- etib. Iaperten in other countries will 
o ea require higla quantities. !he wort -cl 
expeaaea of their importation ia fairly high, 
and the7 do not f incl the buaine•s worthwhile 
unless iaporting a considerable volume. The7 
may also need to prepare the doaeatic sales 
which again caa not be economical unleaa the7 
receive a sufficient quantit7. 
The actual quantitiea wa17 from count17 to 
countr.r and fro• product to product. Th~ order 
volumes one however ofien so high that 1 t 111 
difficult for small acale manufacturers to cope 
with them. 
If the pro~ect intend to expert, one auat find 
out whst is acceptable order quantities and 
make sure that sufficient working capital ia 
available. Specify acceptable order quantitiea • 

- Paxment. If paJ11ent will not be received befcre 
the product• have reached the overseas customer 
aad been accepted, the capi~al binding will be 
high and ma7 came a too aerioua binding of 
workiDg capita.le 
Regularl7,however,can the letter of credit be 
discounted in the baak so that part of the 
payaent can be released at diapatchment and 
sometime• evea long be.tore to enable 

financing of raw material purchas~•· 'fti.t 
can however not be tl'Q8te4 unleas getting the 
po•sibilitiea apecificall7 confiimed fro• the 
bank, 4)peci·t1 the p&Jllent condition• that rill 
be accepted. 

- Bxport~ Orptizatioa. Ia •oae trade• it 1• 
normal~ aeI he pro!uct to aa exporter wh• 
1• reaponaible for the total export buaine••· 
It the pro~ect 1Atea4 to 4o tha:t.,all que•tioJl8 
related to esportation can be refered to the 
exporter. 
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In that event, 7ou can refer to pricea, 
quantities, qualities and p&Jlllent condition• 
aa he can off er. 
The export orgaaization m&J' be a cooperative, 
a lieenaed private exporter,• gove~eatal 
enterprise,or a foreiga purchaae boq iD. 
Indoneaia. 

4 .. 4 TRADING OF THE PRODUCT. 

A. The Normal trading S1stea and Price Calculatioa. 

• I e 

Different types of goods have tracl1tionall7 unlike 
distribution channels and difference~ exist between 
different manufacturera within the same trade. 

Few links in the distribution means low distribution 
costs. A bei;t ~r built out distribution a7st•~ however, 
means that a pz.rticular brand of product can be sold 
in greater numbera 8.l!d a higher jegree of apecializatioa 
is poasibl~. This will no?111all7 result in better and 
chea,er products, and ia often a condition for the 
development of an iDdu•t17. The most normal trading 
systems are the following: 

"' ~ 
Sales direct from the manufacturer to the consumers • 
The system ls !It tor •mall workshups wher~ it ia 
natural for the customers to have direct contact with 
the manufacturer. The ayatem thua ma11ll7 appliea for 
manu!acture on order from the c~nsumer, for subcontract· 
ing, and for service and repair work. 
Central location wi~b good a~gnbo&rds io i.P\portant. 
2 % sales cost !!lay be calculated for p;,aslbi.t; 
advertiaements, folders, price lists, ~~c~ The staff 
and the manager will nonr.ally use cou&i!ereablJ time 
in discussion with 9Uat~mer9. This ~illle must be p.t"Ovided 
tor. 

Sales direct to the consumer via a& agent. fhe agent 
Ii"lio-t trading the produo\, onl1 co11ectllig orders tor 
the industrJ. 
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Travelling agents, or agents in aenral towna,~ be 
appointed c,n full time or on apan tille basia. The 
syatea fita beat tor aalea ot capital good.a, but one 
can not expe~t to reach a..v big ahare of the market. 
The agent will not get !Ul1 ~alar;y but a colllllliaaion 
betweea 5 I and 15 S,pa7able partly after deliver.r. 
Coating of aalea material muat be provided for. 

One or more shops 

The ayatem can be considered whea the costs of l'Wllling 
the shop will be leas th.all the commisaion to other 
traders. The nwaber et ahopa ahould be detemined b7 
the capacit7 of the production. Qae will only reach a 
ver.r small percentage of the market. The running cost 
of the shop(a) must be calculated and included as salea 
expensea. 

Sales to retailera. Sales to local retailers can be 
done by ,the manager through viaiting the shopa. The 
retailerscommiaaion may var.r between 10 ~and 40 S 
dependant on the commodity. The lower percentage refer 
to regular consumeablea. Sales cash on delivery also 
iavolving risk9 for the :reatailer require• the higher 
percentages. : 
For sales over a wide geographical area,a travelling 
salesman, poasib~ly carrying the commoditiea in a van, 
will be re qui~~-'· • The expenses o! the sale82&ll 11ri th 
vehicle and acr,modation can be qui.te h.igh a.no. shouJ.G. 
b~ comparea .~ 'h the cost of selling through whole
aell~rs an~.· .,r a distributor. 

Sales via wholesell3rs to r~tailers. This system applies 
first o! all ?or proa.ucts with limited sales but a.e1muided 
ty man1 over a wide geographical are~. Nonn~lly the 
commodities will have to be bl'011gb• or sent to a few 
selected wholesellera in the bigger towna. The commi•sion 
rates to the wholeaeller &lo•• u~isally rangea betweea 
8 % and JO %. 
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Sales via Diatri~ter. Instead of selling to whole
selle"'."11, especia.tiy Wlien a ver, wide sales of a Tery 
limited proa.uct is required, the sales can be left 
with a sigle distributor whe ia responsible for the 
total sales from the pre~ect. 
He rill aol'll&l.17 require up to 15 ~ co1111iasion sad bUJ'• 
generally C. OD. (Co.~~ aYl 0(.\\ VGC1 .) 

One ahould normally be careful with mixing up of 
different salea syateu. One should prevent coming in 
miscredit b7 competing with ones own custom.era. BTea 
so, it will in some project• be possible to gell 
both to wholeaellers, retail• and consumers, but to 
different prices. 

Spec!.fy what is the domiJumt trading s:ratem !or the 
product and how it works. How is the market covered ? 
Are the sales expenses reasonable ? 

Specif7 how the product cost ia btd.lt up from 
respectivel7 Impart C & P price, and ex local 
factor;r prier., to consumer price. 
Aa for alternative 6 above "Sales via Distri
butoran, the following costs may appl7 from the 
local ex factor,. prie,: 

"'. 
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(The figures are quoted aa an example onlJ). 

lddition: !otal (on ex=--l 
~acton or1ce) I 

Bx f acter;r price 100 ' 
! - I . 

- KPO tax 5 ' • 105 ~ 
! 

- p9· Salea tu 2,5 ' • 101,6' i 
I 

- Freight and coat• up t• i 
Diatributora Warehouae X Rp/a3 - 110 ~ I 

! 
' I - Distribut•ra profit to include . 

costs of aales, interests, ! 
i storage, breakage, insurance . 

' 
I etc. 15 • 126,5, ! 
I - Freight to wholesellera 

X RpJa3 warehouse a 130' 

- :.fholesellera profit to I 

include packaging, cost of I 
I 

sales, interest,atorage, ! 
distribution, etc. 2~ j - 162,ss l 

, I - Retail~ra profit to include all i 
expenses 40 ~ IS 2zr.~ I .. 

... 

Price to Consumera • 228 ' of ex-factory 
price 

B. Deviations in Price and Trading Sxstea. 

If the trading s7at• for the product 1A the market ia 
only one and there are no variation• ill price, that m&7 
be confirmed to be so. 
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It is however regular that different suppliers have 
different ex factory prices. Tue trading systems are 
d1fferent and so are the expenses and the profits. The 
dif f erencea caay be due to differer.ce in production 
volume, quality, location, etc. Pricea ma7 also V&rT 
over the aeaaolUI. 

Specify which deviation• from the aol'ID&l or average situ
ation exiat ill the market. ilao indi•te the :rationale 
for the deviationa, dependant on the situation of the 
different brands on ~he market. 

4.5 THE EXISTING DEllAHD. 

A. Eatimate of the total volume of the D~and. 

The supplies to the market can be investigated as out
lined above. One will ve'r7 often find that the supplies 
fully cover the demand&. There is than practically no 
excess demand to be covered by additional production, 
and the existing manufacturers are ge~erally not fully 
utilizing their production capacities. 

It the project intend.a to make similar qualities at 
similar prices, there w~ll then be no unsettled demand 
to serve and the prejeet will be forced to fight for a 
share of the market. That means that the existing 
ma:lu!acturers will make lesa 5 cost in general will 
increase, and the benefits to the community of starting 
the projett ma7 become queationable. 
It must seriously be considered whether the project 
preparation should continue or not. 

One factor that may 3till favour the project ma7 be 
the local situation within the province or the village• 
especially when the supply there is unauf ticient and 
supply from the outside becomes to expeacive or provide• 
deteriorated qualitiea. 
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If the demand is equal with the supply, it make• no 
real sence to estimate the demand separately. In the 
opposite case, it may become i~portant, in order to 
detemine the need for, sol the size of the project • 

Dependant on the product and the situation, there are 
a number of methodea that ma7 appl7 to determine the 
aize of the demand. Ho auch method can give 8llJ' exact 
meaaure of the demand and the miaeatimation margin 11&7 
often be considerable. Dependant on the aituation, 
2 1 ~or more methodea may therefore be used for the 
estiination, aad the results 1ll&J' thereafter be compared. 
These are some of the methodes that ma7 apply: 

1. Trade:r1s Assessmcnta. If the traders request for 
supply at the same time as the manufacturers are 
unable to deliver, one may concluded that there i• 
an unatatistied demand. The trader ID&J' be able to aaeaa 
the aize of the unsettlement. 

PleaaE however, be aware of that he most of the time will 
over estimate the need.a, becau.e a limited difference 
can be experiellced aa a big outcry. When he at time-a 
m97 have abundaat atocka, he may &1110 experience sales 
that are much higher th&ll the regular requirements. 
People tead to buy whea they can get it, &11d this ma7 
alao be valid tor extellaively Ptrishable producta. 
Use the method, but be careful. 

2. Long deli very time, O~rfricillg. Variing market Price•. 

All these f actora are atrong indicators o! a demand in 
exceeas of the auppliea. As for traderil asse•sment, the7 
~ay be difficult to quantify. The longer the deliver,y 
time, the bigger the atortage 7es 1 but the quantificatioa 
is not easy. The major queation will be; how long ill 
advance are people willing or able to place their ordera ? 
Axly general formula for the calculation can not be givea. 

Te which extent people accept overpricing is naturally 
a question about price elaaticity which of course cmi 
be measured through elaborate consumer interviewiag. 
That hewever will take the matter too far, and the 
re•ulta will have huge margins of doubt. Varying 
m&rket prices may have different reaaol18. !he7 ma7 be 
cauaed ~ abUDd&llt demand, but quick conclusions may 
oft.ea bj,,rong. 
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5. 

6. 

7. 

Pre capita Refiirementa. Thia is • eaa7 way te calculate 
Whea one can f d a measure for peoples differeRt aitua
tioaa ud ~ find the nuaber of C?onaumera 1a the 
ditf erent income bracteta. The aaill difficull.J' ia te 
detemiae the requiremmit volUllle tor the illdirlduala. 
Some rf the following ft.J'• cu be used to detemiae 
the individual needa. 

Coa•uaptioa Statiatica. Eapecial.17 for products and 
serTlcea reqUlred 67 private households are some quite 
detailed atatiatica available ahowing the cenauaptioa 
pattern of food aad other items. The expenditure or 
consumption is broken dowa OD diff ere11t deatimationa 
and incomea. !he total consume is included, so it the 
particular product in queation is aot specified, an 
estimation or queationing of some consumere withiJ\ the 
group is quite possible. A anmma17 of the couuapti• 
atatiatics for Indonesia is specified in appendix T. 

Direct Cuatomer Contact. Questioni!Ag of consumers ill 
dlllereat situations and illcome brackets lll&J OD a 
statiatical basis give a good picture of the demand 
distributioa. One will however in most cases arrive at 
an over estimation, simply because people tend to sppear 
more poaitive than what the7 real.17 are. It is of 
course important to place the questions in a ao neutral 
way aa poaaible. 

Coaparison with other Geographical areas or Batioaa. Ia 
other areaa where the product is abund&litiy available, 
er in other nations where the product has been avail
able for aome time, one may get a clue of what the local 
demand may :.:.imount to. Situations, habits and eultures. 
are of course different, and one must be careful not to 
take auch comparisons too far. 

Statiaticso! Manu!acturin culture Trade Health, 
!....J!• ro c • requ re 1 an7 o oae sec ors are ottea 
easier to eatimate tb.aa products for private con•ume. 
The consume1'8 are generally fewer and their requirement• 
are euier to detemiDe. Talking wiih some of th• cu 
give a geod picture and the available atatistic• C&D be 
of good help. Evea it the product in que•tion is ~ot 
especiall7 mentioned ia the statistic•, reasonable 
parallel• can be drawa,and the major group conaumption 
figure• OI'\ nomally 'oc•pecified. 
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Specif7,.the demand bu beea calculated, and give the 
calculation reaulta for the different methods. 

A table e.g. as followa ma7 ve'rY' well be used: 

llethode of 
I estimatioa 

CaJlcluaion 

· Buie data[ 
! aa invest-· 
! tigated. 

l 
... 

Calculation 
of demand 

' '.mum 

Explaia . data calculatioaa and concluaio.u aa may be 
required. 

B. Prine and '$Ualit1 Elaaticitr. 

The elaaticit7 question 1• generall7 only of interest 
it the project intend to aell a different <l'!lali t:r and/ 
or at a price dittereat from the regular piicea lll the 
market. 
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Product• of exceptionall7 high qualit7 ~ ver'T well 
fetch~higher price, but the question is how maa.r people 
will ~refere it • 
Lowering the price of the product ~ tor certaia product• 
iacreaae the sales. the question is how much. The 
increaaed aalea auat probabl7 be •hared with the others, 
as the7 moat likel.J' will decrease their price when 
required. 

One can if it beceae aeceaa&17, tr"T te find out the 
elasticity facto.ra. It can be done either through 
coaparisou. with other comparable products where prices 
have alreacq been lowered or througb interviewa. (Ro• 
auch can. the aalea iD.creaae if the price ia lowered 
to this or that level ?). 

When it ia vital, specif7 differences in price and 
qualit7 from other product• and the result of elsaticit7 
investigations. 

c. Geographical Differences. 

If the ma~ket situation wtthia the area of the project 
19 different from what baa been specified above, than 
specifJ the dif ferencea and try to conclude in figure• 
how it will influence the demands on the project. Pq 
attention to what aa7 be relevant o! the !ollowing: 

'·' 
- Presbaea of the product• 
- Dif f erencea in !illal price or costs for 

the consumers 
Attitude towarda product• from the local 
area 

- Dif ferencea iJl service. 
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4.6 SEASOIALIH Ill SUPPLY AJlD/OR DEIWID • 

A. Geaeral Sitli&tion. 

I• ther.! Ul1' aeaaonalitJ- in production and/or 
conal.lllptioa ? What cauae• it ? Doea it need to be 
ao ? Bow can raw materials be made available throughout, 
or ca ether material• be uaed? Cu the consumptioa 
pattem change or caa other product• be joined int• 
the programme ? Can off-aeaaon pricea repreaea.t 
aay practical and econOllical alternative ? 

B. Konthl1 variationa. 

SpeciiJ the variations from month to month aa JD&1' be 
relevaat. The specifications may involve; 

raw material production er availability 
volume 

- raw material pr:Lcea 
- product consumption 
- expected possible production volume 
- expected possible sales volume • .. , 

c. Differences from year to year. 

If prices, available quantities,and the lengbt of 
the season varies ertensivel7 from year te year, 
ene may risk aome years to be worae of! than the 
nor.nal situations. I! neceasar.r, show the di!!erencea 
from year to year. 
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4.1 SPECIFIC CONSTFJINTS AND PROTECTIVE llEASURES. 

If the prodact ia among the 129 product• 
earmarked for the small acale industr.r, mention 
this and indicate bow this m&J' ease the salea 
from the project. 

The govel'!lllent has eatabliahed a market re
servation programme, reserving a range of 
producta and service• o! the govemaen'l.2a own 
requirementa for the mall scale induatr,y. 
Specify if thia can include suppliea f roa this 
project, and which influence it can have 011. 
sale• and prices. 

The govenuaent deleti~n programme specifies, 
with a time plan,to which extent existing 
assembly indust?'f must substitute imported 
components with locally made ones. If that 
gives extra market potential for this project, 
than explaia the situation • 

It there exist aay restriction .Jn use of any 
of the raw materials, than exp~aia. 

If any license is required to operate, to 
aell or to export the products than explain. 

-. 

4.8 EXPECTED FUTURE DEVELOP?AEJ.~T 

A. Procl.uct ChMges. 

Most producta change with the developmeat, and the 
project may be rorced to undergo the same changes 
to enable sales alao in the future. 
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'ro which extent must one expect to change the producta 
1a the near future,and how prepared will the project ~ 
be to adapt itaelt to th• changes ? To which e~~anr 
exchange of tools and -chine• be required in the 
lifetime of the project ? Is it necessa17 to plaa 
for the covering of such coat• ? 

B. Price Changea. 

De not cenaider price cha1tgea due to iatlation. Ia 
it likely that other price change& will take place ? 
That may be price reduction• due to increased 
competition or product developaent, or it may be 
price increases due to the raw material situation,etc. 
It necessary, indicate such expected changea and 
calculate with them in the profitability estimate 
for the respective yearm the future. 

c. Demand Volume. 

The demand for a product will rarely remain contant. 
Some ataple food products change only ve17 alowly, 
while the demand for some technical producta may 
change drastically from year to year in positive or 
negative directioa. The factors determining decrease 
are mainly: 

, ·' 
a) The prcduct becomea too expensive compared 

with other alternatives 

b) The market f.r the product becomes saturated. 
The potential con•WDers have already bought 
their unit, and only few extra pieces a.re 
needed for eachaage, etc. 

c) The products become outdated, and the 
consumption change to new and more modern 
producta. 

The following factons tead to increase the conaumption: 

a) The increase iD. the population and the real 
increase in wages and purcha•e power. 
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b) Increased need for the product, changed 
tabita and increased experience for usefulnea 
or more aodera products • 

c) Positive (er negatiTe) development of tha 
export marketa. 

Jleation !actors that are of iaportance, and conclude 
aa expected &RDual rate of change. 

The locking into change• 1n the past, .. 4 ch&Rgea 
for comparable prochlcta, ma7 give good indication. 

D. Change• in Manufacturing Volume. 

Do not expe::t that a poaaible increase in the demand1 
will neceasarily all be available as a poten;ial 
market for the new projectt Existing manufacturers 
may have idle capacity which the7 are eager to utilize, 
t~ey may posaibly also have plans of increasing their 
capacity. There may possibly also already exist plana 
from others to establish new production wi~hiD the 
same field. 

It is im?ortant to kn.ow these matters. It may also be 
importani: to .: .;dge the strenght of the dif !ereut 
su,pliers. How easily may they give up a portion of 
the new or old market ~o the benefit of th~ new 
project ? 
Try to cvnclude the annual changes in the local 
manu!act'..l::-e. 

4.9 CONCLUSION OF DEMAND AND SUPPLY. 

A. The Figurea. 

Conclude ~he demand for the 3 - 5 first years o! the 
project. 
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The coacluaion must be based on the conclusion 7011 
have already made for the chapters 4.1 - 4.8 • 

You m&J wh• 7ou tilld it useful, use a table as 
tollon: 

Delaal:ld eatillatioa tor 
the needa 

- Presentl7 existing 
manufacture: 

i 1at 2ad 
i Year Year 

- Existing manuf act\ll"ers' 
utilization of present 1 

apan capacit7: 
' 

- Additional new lll&llUfac~ 
ture according to · 
investment pl!Ula: 

Tot~l estimated manu
facture (Thia project 
not included)~ · .: .., ' 

Importation: 

Excess demand (Total 
demand less estimated 
local manufacture): 

B. The Likelzneaa. 

' 

Salea f orecaata: 
. 
' Jrd 4th 5th 

Year · Year Year 

The figure• will always to a lower on higher 
degree remain uncertain. You ma7 therefore, when 
you find it useful, operate with two or three 
seta of figures, for a moat likel7, a most 
pesaimiatic, and a most optj.mistic development. 

- 84 -



-. 

... 

c. 

5. 

Alternatively you may for the most uncertaill 
figures, on17 give a lower and a higher judged 
figure .. and conclude aa excess lemand likewise. 

If you do not see these considerations as 
impertant at all, just confim to which extent 
the figures are safe, and how the7 relate to the 
requirement• of the project. 

The Need to embark on other Pr9ducta. 

It the market situation for the intended products is 
too uncertain to trust that the plBDlled production 
programe can be fulfilled in the practise, thaa 
clarify wbicb aeasurea will be taken if the market 
develop LIJl•favourably. How can the project stand 
a lower production or which steps will be takea ? 
Whieh other product may be embarked on ? Will that 
require any ertra planning, extra skill, extra 
equipment, or extra capital ? How will these require
ments be settled ? 

" S A L E S P R 0 G R A ll II E AND MARKET s f R A T E G Y. 

A. Sal~• Volume. ------
Specify the sales volume~egular annual sales volume 
is first of all limited by the sales possibilities 
and the production capacity. (It -~~ therefore not 
be adviseable to write this chapter before having 
s,ecified the productioa programme and writt .. chapter 
6 and 7). 

Limitation in Working Capital, seasonalit7, and raw 
material availab111~7, are certainlfvtbat m~ influence 
the saJ.ea velume. ~.c.~<'S 
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c. 

The Problems of Selling Enough. 

Explaill why it will be possible to a ell &.s Ltuch aa 
specified.Relate it to the size of the total market, 
and compare strengths and weaknesses with other supp
liers in ~he market. 

s2ecif7 the sales prograeae. 

Specify how the sales volume will be built up from 
year to year. It is not ••:naal to reach fllll productioa 
the first or second 7ear, and s omet1mea not the Jrd 
year either. 
The reasons ma7 be related both to sales and to 
prod\1ctioa. The organization, and routin~ of sales, may 
have problems in the beginning. People may be s~ptical 
to the new products, the traders have already secured 
their stocks,etc. The 11&11ufacturing may be slow 
before some training has been achieved, mistakea will 
be done, and the supply o! inputs may '!>e inadequate. 
If all is well trimmed, one may expect such increase 
in the sales: 

- 1st year : 50 ~ of regular production 
. 

- 2nd year : 80 ~ of .. • 
- Jrd year : 100 ~ of .. .. 

Bo:rmally it will alsot>'e very use!ul to specify the 
sales divided on the different geographical zones 
which the project will sell to. Thia will show which 
share of the market vne must take in the area. It 
will be a guide to the building out of the sale• 
organization • 

. one will nonnally be able to get a quite reasonable 
share of the sales within ones O•D willage, and the 
longer out one goes, the lower will be the ahare 
and the higher the sales costs. One •hou14 there
fore as much as possible concellirate the •al•~ to 
the nearby marketa. 
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D. 

A table as follow may be useful in specifying the 
ss1es : 

Sales Vo LUlle ·- ~ llarket area ~ "d• .,.. .'3 
k k k i.c:: k r-t ... .. .. • ••• • I> • !.+a :. +a !f >a >a h • s 
+a 't:t "d ~ 'O "d" • 0 k ... ,.-..gr: ..- c"' rt\ • rt\. 0 1:s- ... 

Own mark~t or town 
Rest of Kabupaten 
Rest of own Province 
Neighbouring ProT.1.ncea 
Rest of Indonesia 
Export 

Seasonalit1 in Salee. 

If the sales is expected to be seasonal, specify 
expected sales over the'.l2 months of the y~a~. 
Seasonal sales may be d'ependant on seaso~6lity in 
the demand. 

Co131enta 

If may however also be dependant on seasonality in the 
availability of raw materials. 
If raw material• are available on a seasonal basis, 
•• msy think that stock• can be kept of raw materials 
qr products. That may be poa31ble to a certain extent, 
but the demand fer wurking capital will than regular-
17 be too high, and risks, inte:rests, and space 
requirements will increase. 

B. Selection of Trading S1stea. 

If the production rill be traded dif !erent~1 from what 
ia no1111&1 tor this p:r.oduct, than specif7 the building 
up of the s:stea. 
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If o·r..i ag~nts or sales representatives are required, 
th9D specify the ntmlber of them and the costs involved, 
on the one side in building up the sales organization, 
and on the other, the regular sales costs that will 
occu~ tor the project. 

Specify also, if aD)', which special sales promotion 
activities will be undertaken by the project snd which 
costs that will be involved. Especially du.ring the 
initial stages may such activities be required. 
It may involve sales letters, pamphlets, signboards, 
introductory discounts, and others. 

F. Ex factor;y prices. 

If the ex i.'actory prices will be different from what 
is specified above for the trade i~ general, than 
specify the prices end how they are arrived at. 
Different location, different trading system, differenee 
in product or packaging are factors that require recal
cul ta tion o! the ex factor;r price so that price to 
consumers can co?D.pare with the regular market price. 
Price build up is specified under para 4,4 above. 

Special attention must be given to prices for export 
products {See para 4,J above). 

When introducing a new brand or supplier on the market, 
it r:-:.g,y at ti~1es al.:io be necessary to deviate from the 
regular trading prices. The noxmal is a reduced price, 
but under special circumstances may it also be possible 
to ask a slightly higher price • 



6 • 
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TECHNOLOGY S E L I C T I 0 H. 

Specify avsilable Technologies~ 

Aa long as the product and the quality remain the same, 
and there wil1 be no change in materihl co~aumption, 
the selection may be limited to a question about 
which technulogy, process, or machine tn>e gives 
the lowest manufacturing costs. It is than mainly 
a question about which alternative creates the lowest 
annual costs. 'ro determine that, the following are 
the parameters that must be known: 

- Net process capacity 

In·:estment a.i=:10unt for the process 

Re~uired no of operators 

Differences in consumption.a (nonnally limited 
to electricity, fuel, and maintenance). 

In cases where there will be significant differences 
in consumption o! materials, product quality, wreckage, 
apace requirement and/or training needs, the differences 
must be determined in terms of investment and annual 
cost for ;11ese .factors as well. 

The required data will normally be available in the 
machinery quotations, and/or from discussions with the 
machine suppliers or experienced engineers in the 
trade. 

~ention which alternative machine8 or technologies 
can be considered, give a short description of them, 
and. re!er the required data. 



. . 
B. Compare annual costs • 

Compa~e the annual costs in a table as follows: 

• Cost Co::nparison of ~echno
: logies (or machines) 

Alternatives 

: Net Capacity per machine, items/ 
year I 

Expected Sa.lea, 

Required number of parallel 
machines, 
Total costs of the plant 

items/ 
year 

000 Rp. 

· P1xed co3ts, l deprecia
tion+ Intenata) = ---! ~ 000 Rp/ 

Year 
·---

Variable costs: 

Operatora No •. -----~X .-- -
. _ ___., ;.. __ 

Electricity, !llel, etc 

Maintenance, etc. 

!otal Variable co&t 

'T' O'T;t. l- t. NW V (:I.. L. <:.o~-r r-otl.. 
"T ~~ l>R!:.C.'="S. S. A"'t' 
-i>~cn:> ~'-T \ <:)N 

f:V\...\,_ 

Rp • 
Year 
= OOORp/ 

year 
= OOORp/ 

year 
• OOORp/ 

year 

ooo '2pACN" . 
I 

Compare ~~ many alternatives as require to be considered, 
bei.r..g it t.vo or :nore. 

·the .nachinea or technologies must oe composed to cover 
the sa.'lle purpose 1! ihe comparison shal have 8.117 
value. If the alternatives nave different capacity, 
the capacities must be specified to detelWiD.e the 
required nuober of macbinea to match with the required 
3&les. 

- 90 -



• . 
Determine the total cost of the plant for the different 
slter:iativea. It is primarily the differences in 
investment that are important. Include the costs of 
inatallationa etc1 if the costs will be different for 
the different alternatives. If the costs remain the 
same for differeLt alternatives, you can as well leave 
them out. 

Calculate the fixed annual costs for the alternatives 
including depreciation and interests. The depreciation 
can be taken as 8 - 15 ~ of the investment, dependant 
on the life time of the equipment. The interests can 
be calculated at 10 - 15 ~. dependant on the cost of 
the capital. 

Calculate the annual varisble cost, composed of operator 
costa, electricity and maintenanc~. (If ther~ will be 
difference in the consumption of raw materials, sundry 
eonsumeables, fuel, etc., these costs must also be 
included). 

The cost of operators can be taken as no of operators 
multipl1edwith average annual cost per operator 
including social costs, administration, etc. The 
electricity costs can be taken as hourly consumption 
of electric! ty in n, multiplied with price per Kwh, 
( = 0.97 Rp/Kwh) mUltiplied with Machine working 
hours per year. 

c. Select tectmologi. 

Nornally one will select the technology that creates 
the lowest annual costa. The fixed costs and the 
investment are already included. 

AJJ. alternative with a sligbtl7 higher costs may at 
times be justified, provided the invest~enta are low 
and the em~loyment rate is high. Provided the salea 
will be leas than expected, the alternative will than 
be more economical and the risks that are involved 
will be reduced. 

On the other aide, it one expect increasedproduction 
volume and increase in wage•, an alternative that 
hcccmes moat economical at a sligbtl7 higher production 
MaJ be juatified. 
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Draw to scale a diagram as !ollows to illustrate 
the situstion. Draw in a line for the cost o! each 
of the alternatives. It clearly shows at which 
production volumes the different alternatives become 
the most economical. 
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It is ge~erally better to start new projects in a 
small sc5le and rather enlarge them after gaining 
exp~rience, even if unit manufacturing costs will 
be sligttly higher. If machines with special high 
capacity ~re selected. or more than one ot similar 
machinea are used, than justify the selection. 

D. Selection of Individual Machines. 

After first selecting an overall t7pe of technology, 
on~ may ~t ~imes later be left with the choise bet~een 
i:ldividual machines. A a!milar comparison between the 
machine alternatives can til&D be mode. Again one will 
give pre!erence to the altel"D&tive with the loweat 
annual cost. 
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1 • PROPOSED P R 0 D U C T I 0 N. 

7.i PRODUC'rIOH PROCESS. 

A. Steps of the Process. 

The steps of the production should in all cases •e 
listed and reference be made to the machine17 
which is selected. It should be made certain that 
the equipment is adequate for the process and that 
it will have the required c~pacity. 
If the processes a~ not well known, a description of 
what the processes consist in may be required. 
A flow chart ma7 be made, that may show better how 
the different proceasea are interlinked. 

It is often also useful to list operations in a ~able, 
one by one from raw material to packing, specif7ing 
the manpower requirement and the machine loading • 
The table should conclude with the to~al number of 
working hours which are required for the ir1idi vi dual 
production equipment and the manpower, and r..ence the 
no of machines and operators which will 't·e required. 

The table may look ~4 foliows: 
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(The table may, if voluminous, be refered to the 
appendixea) 

'. Operation descrip
. tion. 

Ila chine 
Specifi
cation 

. 

I 
I 

Bo. of lla\}.b.1ne 
Opera- time 
tors 

Net s'1!11 
and for 

t'.i"" c. 
processing~!or operators 
the indiviaual machines 

I I 

Additional inoperative time + 
I • ---

Gross t!.:r.e r~~uired for the 
oper:l :0.rs J.nd ·the individual 
oachinies required 

Number of operators and number 
of t:~'! indivic.ual :nachines 

required. 

. ' Operators 

\time 

~he table may incl~de both mac! ine processes and more 
lla:llUal operations, 4pecifyi.11g the requirements for tools 
and equipment. 

Por labour one may calculate with 45 hours per week x 48,, 
!1111 work:f rt.g weeks • 216 5 working hours per year. 
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The working hours a~ gross, and it !.s fair to deduct 
5 % personal time and 20 - 60 % inoperative time 
as specified under C. Page 97 - 9, • 

Regular net operative working hours may hence dependant 
on the process amount to anything between 400 and 1645 
hours per year. 

B. Secondary Services required in the Production. 

Norm~lly the production cannot run without the presence 
of sundry additior.al service equipment and installa'tivns. 
Ch~ck which of the following services are required and 
detel'D!.ine the ~ecess~."'J' capscity for each of them: 

Intemal g,!1.d external transport, mechanical 
lifting 
~lectricity. Possible spare power plant 
Other means of mechanical energy (engine) 
H~at and fuel, steam, hot water, hot air. 
Compressed air 
:,'later .':L"l.d effluent. 'Nater and/or effluent 
treatment, water storage if supplies are uneven. 
Bvacuation ~! smoke, vapor, ha:nnful gases, dust 
etc. 

-
"i!!ste dispo~al erid effluent dispo3al 
Stor~g~, storage facilit~es, curing stor<:ige in 
the production 
Refrigeration, freezing, ventilation or air 
conditioning 
Dryi~g installations, aoaki~g or climatisation 
or misteri:ils 
Fire protection installations 
; 11a t J:ners e:cpendi tion, shop or product .:ii.splay 
Other special requirements • 
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7 .2 PRODUCTION PROGP-UIMB. 

A.. Technical limiting factor. 

The hour ca~acitfn.ot the machine is no:nnally given 
by the supp ier the machine o~f er or in the leaflet. 
At least he snould b~ able to specify the capacity 
on request. 

If the information is not available fr<'m the supplier, 
thBll judge the possibilities yourself or discuss the 
matter with an qualified engineer. 

Wot all machines and precesses of the plant ~ay get 
the sarne capacity and the sa.'tle work load. It might 
be useful to determine the bottleneck, the process 
which has the lowest capacitJ related to the needs. 
You may t~an be able to base the output ~alculations 
on the capacity of ttis wi<t. 

B. Specify no of working hour~. 

Gross working hours for canpower ~ay be taken as: 

• 45 hours._. per week x 48, 1 weeks • Daytime 
"'_, = 2.io5 hours/y~ar 

2 shift • 2 x 42 hours/week x 48, 1 weeks • 
= 4.040 " 

) " • ' x 42 hours/week x 48,1 weeka • 
= 6.060 " 

4 " • (A tu1nus arrangement including sunday~ • 
and holidays) 

4 x 42 hours/week x 48,1 weeks 
• a.oao 

1 ahift will normally be used for all manual work 
and for machiner:- with low inves·i:;mel!ta. 

- 2 shift can be arranged when required,when the 
machine inTestment ia higher. 
3 shift will only be used for very high inTeat
men t• and prF-!erably wben the process must be 
continous 

- 4 shift will only be used when stopa over the 
weekend• creates technical ~r economical problems. 

,., . 

" 

" 

" " 
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c • C'.a.l cul& te Annual Production Volume. 

Theoritically the Production volume 

• Lowest unit capacity x No of annual working 
hours. 

Th~t fi~ has of course to be reduced by several 
factors. For unlike plants and situations these 
factors may be of unlike sise. These are the 7 
major factors: 

1. The capacity utilization factor dete!'!Iiines to which 
extent ~he specified capacity (Whi~h nor.:nally will 
ref er to the maximum possible speed) will be utilized 
in practice. 

It is a well known fact ttat machines cannot always 
be run on their rr.aximUJll speed. This c&.n have many 
reasons such as: 

The machine will often not operate properly 
(dependant on required quality and on tte 
raw materials) unless the spped is red~ced. 

fhe whole width, stroke, pressure, etc. or 
the maxinnulL temperature can not be used for 
all work pieces, . .. . 
The operating conditions are not ideal 

The feeding of the machine is uneven 

- The operator is not qualified enough. 

To which extent the capacity can be utilized must be 
individually judged considering these i~dications. 
E.g. a stone crusher, ~echanically fed by soft, 
precrushed stones of moderate and even size can 
utilize the capaeit7 to 100 %, whilP, hand feeding 
of the same crusher with hard rock o~ uneven size 
can reduce the capacity3to about 60 %. !.e. if the 
leaflet spec1.f1es 10 I per~ur the practical 
output will be limited to 6 M per hour. 
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2. 

3. 

If you are µncertain, you can always diecusa this 
question with the supplier or a qualified engineer. 

Production technical definiciency factor includes tL~e 
for change of tools, maintenance, machine adjustment, 
technical control, power failure, cleaning,etc. 
Some continous process, where change of tools is not 
required en.d where cleaaing and general maintenance 
may be done during opt:rations (as e.g. a floar mill) 
can be wor"ting up to 95 % of the time. Machines 
with frer:uent exchange of tools, much adjustment and 
maintenance (e.g. a printing press) may be operating 
only 50 % or less of the working time. The no:rmal 
n: ay be around 80 %. 

The Personal deficiency factor includes unproductive 
time for giviiig messages, discuasing problems, being 
l'lte at start and suno~ human bodily demands. In 
well orcanized indu3t1:es this loss of time can b~ 
limited to 5 %, while it in :nany cases is far 
higher. For «J.·._1tomatic processes not requiring conti
nuous supervi3ion or processes with alternative opera
tors the loss can be reduced to under 5 %. 

4. The Organizational deficiency factor includes 
unproductive time for waiting for ~w materials, 
waiting for t~k~ oft, waiting for orders, lack o! raw 
materials, op~ra tors ab!Jence, wai tir:g for epareparts 
etc. ~ .. 
Dependir.g on the process and the management, the 
factor c.'ln be ~nything from under 5C % to over 90 % • 

. 
The :.e~sonal factor determhes the percentage of the 
yeg.r t'.J.3t +;he prodllction is required or raw materials 
and ot~er required services are available. In addition 
t·o sea3°:m variations, uneven sales and lack of working 
~apital ~~Y incre~~e the deficiency. The !actor sho~ld 
f?r ~o3t iGdust~ies ~e close to 100 %. 

6. The waste factor determines the percentage of 
time wasted in manufacturing wreck. It is in 
several :L~dustrie• nonnal to expect a certain 
percent~~e o! wreck which can not be repaired and 
sold. 
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1. 

D. 

It is e.g. in the plastic industry nor:nal to 
c3lculate with up to 5 %. 

The Reworking factor 
the capacity will be 
In some trades as e.g 
high,'\J/hile in other 
proces3ing it may be 

determines to which extent 
tied up with rep~ated processing. 
wood work, the factor may be 

industries with continuous 
neglectible. 

In pr0jects where many of these factors are consider
able, there can be very great diff~rences between 
theoritical capacity and practical productiod. 
Deteimine the f~ctors as realisticly as possible 
and calcul~te the anrual production accordingly. 

Specify the Production Programme. 

According to t~e above, and accordir-g to what is 
possible to sell, specify the pro~uction programme 
that is possible and well suited for the plant. 

'.Jse the Jrd year of Ot>eration as 9. base anc_ 
determine the volume of the different product 
vari~ties including possible by products and second 
class f roduc ts. 
The division on 
under the sqles 

1st -utc 2nd year ~ay be specified 
programme a.s outlined before. 
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7 .J ~ J:.~.l'ERIAL.S. 

A. Que.ntities and Costing. 

Specify the material requirements. When adequate, a 
list as follows may be made: 

: 

! 

I 
I 
I 

I 

' 

Quantity per Gross Prieelcost per 
i.taterial type oroduct 5. tem Rp./unit rroduct 

Quantity'Uni't 
-

I 
I 

The qu~ntities ~ay include requirements fo~ cutting 
and faulty ~roductli•, or this :nay be added L"l the 
end. 

The unit price may include freight, transport 
ar.d ;111 expenses, or this may also be added in 
the er.d. 

F:nally ~ultiply with number of items per year 
to Get tc~al m~terial costs. 

B. Raw ~ateri~l Av~il~bility. 

Frc~ where are raw materials available ? 

Will it for th~ ~i!!erent materials be possible 
to ~ake use of at least two alteniative suppliers 
to ensure availabilit1 at all times ? 
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Cl!!.rify whether there is e-·:pected any short~ge of 
ar.y of the raw ~~terials a...~d how this problem 
is t3ken care of. !re any purchase lican•~ or 
quota required ? If so, what are the lir,en~ed 
quantities for this project ? Is there any 
kind of monopoly within the raw material supplies 
which may effect the future price or supplies ? 
Are there made any agreement with the suppliers ? 

Are the available qualities a de qua te for the 
purpose ? Have they been tested ? (It necessary 
3pecify the test results}. Are the raw materials 
perishable or do they need ~y seasoning ? (this 
~ay involve increased working capital or increased 
costs). 

·.'Till :my special tre."lsport or hand.eling equipme~ t 
be required ? 

If it 'Nill be reouired to determine local value 
added, than specify the net f o~eign costs of 
imported raw materials, excluding all local 
costs as duties, sales tax, freight, etc. 
~his applies bo~h to own importation gnd to 
lLcally purchased imported ra~ mater~als. 

C. Sea3onal ~aterials. 

:!her: ra;•1 materials are available with seasonal , 
variations, it normally means that both the ap·:;it
abi!.it.y "\nd the price varies. Dependant on the 
peri3hability, one may be able to store the materials 
for some tioe. 3torage capacity and especially 
the 'J. ·:~il·:i.ble wor:<ing capital however, ?:lay make it 
impo33ible to keep ~nough stocks to keep the 
r-rcc·~ ·-+:i~n runni~g throughout the year. 
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The seasonal 
in a table 

Mc?;tth 

January 

February 

Maret 

April 

May 

Ju.."l.e 

July 

August 

September 

October 

November 

pecember 

material disposition may be 
as follows: 

:s• -.p 
'G Gl c I> 

2 s.. rt 0 3 0 .01> e 
Pt ~ ~g .p rt 

• Ill • 0 • 
rt Gl • ." 0 .s:: >.s: 
~g 0 • 00 0.P .p 

'P4 .c c:».> s:: ~ 
Ort S..+a 00 
~: g.g CD CD S.. ..te 

0 'ti II ID 0 ¥ 
rt "e I> aS as~ o, 
~ • C.t: .c :S II s:: g e Cb 

co 0 ~e s:to as s.. s.. • 0 CD 
O'ri 0 .s:: rt ::s i.~ J.t.p 
Z+> :z; +a p.g. Ptorf 

,. 
"I! .1 

Monthly Average 

Yearly total lX 
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From the table Ont ean see how availablli'Q and 
prices change over the year, and one may judge possible 
purchase quantities and see when it pays better to 
do the purchases. 
Deducting production volume from purchase volume , 
one will find the required stock volume and 
stock c9ital binding. One can also see whether 
it will~ossible to bind the necessaey capital to 
keep production running throughout. 

D. Capita.\ binding. 

The payment conditions one can get f1~m the material 
suppliers , and the necessary storage time for the 
raw materials 1 detennine. the working capital 
requirements ror raw material purchases. 

Credit o! 1 - J months are normal in many trades, 
but customers not making arrangements with the 
suppliers may be forced to pay cash. Cash paymer.t 
is a heavy strain on the working capital,whi~h one 
much try to prevent • 

The storage ti.lie may additionally to seasonal 
sto::-sge, also be determine·i by minimum purchase 
qua:-~ ti t!es. . 

~ 

If supplies are regul:?.r ~d unco:r.plicated, one ;:"3.y 
be .A.ble to operate w~,tt 1 - 2 weeks stock for 
materials ~vailable within the town 1 month_ for 
m~terial3 from further aw~y, while 13 months stock 
may often be required if doing ones own importation • 

• 
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7. 4 DnOWER REQUIREllENf. 

.l. Kan -power requirement. 

The type and no of employees as well as the cost of 
persof.el must be specified. It is important to 
disti isb between those representing variable costs, 
1.e t e operative labourers,and those which number is .,,~\:. 
dependant on the production volume, i.e. administrativ~ 
staff, maintenance people, cleaners, watchmen etc. 

Vari.able Staff. These are process operators and 
assistants in the production. The required no and the 
type of operators should be determined as specified 
ander para 7 .1 A. Provide for reasonable wages. 
The rate table on page \~'l may giYe you some guidance, 
but please consider the specific aituation !!lid adjust 
the fig.ires li.S ~quired. Specify in a list, :io of 
each type of opera tor, monthJ y sal!lry and total 
yearly cost. Find the sum and social costs as indi
cated in the continuation. 

Pixed Jtaff are other personnel required in the company. 
Handle tnis list in the same way as above. The no or 
people, the rates of salary and the social expenses 
are i~d.ic!ited in the same table. Judge in each separate 
c~se whether the proposed norm-fif,Ures for no of 
persons ar-d nte of aalsfy will apply in the specific 
case. No of technical staff requirei depend on the 
complexi·;;y of the production, the varietiea of the 
products and the demand for maintenance and supervision. 
The no of colDI!lercial staff depends on the no and size 
ot orders and customers, the salu system end the no 
of emplo7ees. 

The no of staff to be requ".red should be specified as 
at 100 % production, norreally expected to occur the 
3rd year or production. 

B. Social Costs. 

~ocial costs are expenses which ~re connected with the 
employment ot staff. 
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They raay include the following elemEnts: 

F.ealth insurance•is normally not paid by small 
sc~le indugtr;y relying more on the Pu.skesmas 
and governmental free hospital facilities. 
Sm~ll expenses may still occur. 

Life ir.surance·is compulsor,r 
scheeme and may ammount to 

under the ASTEK 
1 - 2 % 

Sick leave expenses are not compulsory, but it 
is rational to expect around 2 % for help 
during sickness. 

Tr-a..~sport g..~d Food must be incalcul~ted with at 
le~st Rp. 50C,- per day per employee. 

Unifo~--::ts, protec~ive clothing, etc. may ~e 
required ir. certain industries • 

. \n~ual leave grant is compulsory for e~terprises 
with ~ore than 3 Hp motorpower installed and 
more than 10 employees (2 weeks or 4 %). 

House ~llowances will not 3pply. 

¥.ateniity gra-nt is nor.nally not paid, but limited 
costa for 3o~e help should be expected. _. 

In tot~~,t~:is "?.ll ~r..ount to m~·thi.ng between 10 
and 20 ~ in ~edition to rood a~d transport. 
You C9.!l in general calculate with the following: 

Location 
- • 4 t . 
-~ i :e o I C:!'!. erpri.:?e The bigger , Other 

cities : Towns 
vi!i:J.~es ~nd 

·rural areas 

tinder 10 ~&"Jplc;rees 20 ~; 
10 em~loyees or more 22 % 

I 
Additionally per ~erl' 
son per day for food , 
and t?'8l'lsport I Rp. 600 

18 ~ 
20 ! 

I RJ?. 400 
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, 
c. Skills and Training. 

Specify for which of the jobs any special, not easily 
obtainable skills are required. Specify also how these 
skills will be gained. Are any particular qualified 
person(s) already available or how will they be 
provided ? Have the specified salaries been agreed 
upon with the persons in question ? To which extent 
does these persons fit to the requirements ? Are 
there arranged for any overseas or other training>and 
how will these costs be catered for ? 

Training may preferably and i! possible be ar~ged 
on the job within the project, possibly conducted 
by technology specialists from outside. In certain 
c;ises may it be required to send people to other 
factories for training, or to participate in class 
room training. 

'Rhen training is required, than specify :he require~ents: 

Subjects of training 

!{equired duration and way of learr:ing 

For which jobs and hew many ye~f'·"'-

·,'.'here to get t.te training illld who to ccnduct it. 

- Costs ir.volved. ~-·,, 

D. Salar.y and Wages Le~el. Number of staff. 

Recomendable level of salaries varies not only with 
job location and size of industry, but also ~ith trade 
and per3or..r.al performance. The ~tes indiceted in this 
table may be used as a nonn,but in di vi ·!ual ::idjustmer.ts 
must be made: 
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!;•-lm.'ber ,Jf :Sm:oloyees s.nd r-ate of Salary. 

~alaries ~c ~~€es wilf.1 with location, trade and other 
factors. If no better infornetion is available, this 
table may five some rough guidelines. The table is 
ment for vill3ges and rural areas. For the bigger cities 
m~y be adaed }0 %, andfbr other towns 10 - 20 %. 
For shift wo~k add 5 - 10 S. 

; Number of employees anC. monthly saleryl 
· for different levels of investLient. 1 

J 0 B vestmen 
20-100mill 
No. 3.p. 

month 
• 

.Unskilled l~bourers . 24.000 24.000 '. 24.000 
Semiskilled laoo~rers ' 30.000 32.noo 34.000 
;Trained lgboarers i 42.000 ~o.ooo 60.000 
):a chine operator ,- I 60.000 i 75.000 

n n : 
.cssi::?tant 35.000; 50.000 
'Responsible Specialist· 
.frocessor i- - 75.000 l 90.000 

'Mainter:.ance • • I 0-1 60.000 l 1 a;.ooo ~.~ecngnJ.C. .1 -n Elc-ctrici31.- 30.000 
" ~arpenter 1- 70 .ooo : I 

iFo~eman :- 1 95.00C 
!saif rs :r· . .,, re::-~an ; .:. . ~ ... ,, so.ooo 
lnriYer 

I"' 
lorzy :- 10.000 i 

!Driver -. in 0•2' 70.00G : 
i~.tore '.-:aeper ;, 60.000 1 I ao.ooo . 
i,.,atchn:an 24.000 26.000 2 r 30.000 i 
;Shopkeeper 54.000 0-1: 65.000 i 
:ShopkeE-~-~r ,;,s.:;istant 1- 0-2' JO.COO l 

! 4 i \1 J,:e.n~ger ·75.000 100.000 1 ;150.000 ; 
'Pro<l.uc:i:ir. ~n:;ir.eer 

,_ 85.000 1 100.coo 
Account'lnt !- 1 120.000 

' :..cccun<:-"" ~le~' , so.coo 1 90.')00 
.Sales ?.epresen t9.tive I 1 75.000 1 ,100.000 i: I " ;..s z;i.: t ~n t 1 ! 60.000 I Office ~·~rerintend~t 

E 
1 :120.000 

General clerk 1 45.COO 11 45.000 
Secretary i1 65.00U 
!Copy typist 1 40.000 '2 45.000 
'Messenger ~ i 1 24.000 !1 I 24.000 

I I 
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E. Expatriate Staff. 

a. 

fill any expatriate staff or temporary staff brought 
from thP. outside be required for: 

Erecti~n and commissioning of the plant 

Running in of the production 

Itlitial ~echnic~l management 

- llaintenance 

- Management ? 

If so, specify which jobs will be reauired, as well ~s 
duration snd costing, including salaries, travelling 
and acccmodation. 

1/here will the personnel be provided from,and which 
guarantees are available for the success and the 
completion within the stipulated periode ? 

Are the specified costs related to agreement with the 
suppliers or ethers ? 

L 0 
,, 
\I A T I 0 N. 

The industry must be located where it is best fit. 
This is a question about economy; which locstion 
will cost less for the industry. It is not a question 
about which is the homeplace ot the client or the 
statiun of the project cffice~s. 

A. Resource oriented contra m~rket or•~nted industrx. 

Most industries are either res~ur~e oriented or m~rket 
oriented. 
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Detennine whether the project ought to be 10~9.ted 
close to the ra~v ms.terial sources ,or whether it rather 
should be located near the .narket. 

Recources oriented industries arc: 

industries which use raw materials in l3rger volume 
than it makes of products 

industries which is extensively depen~S!lt on 
collection of available resources. 

Examples of such industries are: 

project~ based on agricultural crops (a.s fruit, 
vegetables, seeds, straw 1 et•.!. ) 

Sawmills, sement pro·:!uction, chemical :;: :-o·:.~cts, 
w..cillboard production, tanneries, salt refini~g, 
fish &...~1 meat processing, metallurgical products, 
quarries. 

If the~e industries are located fsr from tte ~~w 
r.taterial resources, the !!19.terials and/or ti:.e transport 
will become too expensive and it m9.y be difficult to 
cc~trol the ~vailsbilities or the prices for the 
resources. 

Located in the middle or' the cultivating s~e~,g fruit 
processor can encourag~ and advice the far.::ers !l!:d 
secure sufficient supplies to acceptable pri:es. 
A s~w mill locatet in the forest itself will greatly 
minimize its transport problems and can ope~3te over 
a longer season when roads in the forest ~ay become 
nearly impassible in the rain period. 

Market Oriented Induatries ~re those wnere: 

products are more voluminous than raw mgterials 

close contact with the customers is ~~~ortant 

Examples o! such tndustries are: 

carpentries, metal workshops, glaas work, plastic 
products, pottery, repair and service industries. 
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I 11 

11e must for !'19.rket oriented projects distinguis;1 
between projects fit for a countryw~de raarket and 
export, ~.nd projects aiming only at the local market • 
The first category normally fits best in the surround
ings of the cities while the other category, dependant 
on the market it is aimin~ at, ca11 be located anj·where 
where there is ~ufficient local ~arket. 

B. Urban Contra Rural Projects. 

Secorrdarily~one can distinguish betwee~ projects fit 
for urban;contra projects fit for rural areas. 

Rural Oriented Projects are: 

projects requiring low cost labour and T.~~y ";~··r~,-c; 

projects requiring much sp~ce 

projects crea¥ting noise, smoke etc. 

agr:.;based 

In i:energ,l 
require to 

projects 

all projects that rto ~ot specifically 
be l~ated in the !own • .., ' 

~rban orientec projects are: 

projects which can benefit greatly form a very 
cloae co~tact with & high number of customers or 
ot!':er contracts. 

Do not loc~te a project wittin the urban zone if it 
is bet":er fit within the runl :l~eas. 
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C. Selection of site within the selected are!!. 

In ed4ition to finding the most suitable geographical 
location, the project should be adequate!~ sited. 
You then should consider: 

Is the si~~ of the plot or the building fit !or 
the purpose. (Make a layout sketch to determine 
the demand,or get it from the suppliers) 
Are future expansions possible ? 

Is the quality/ costing of the building coristruction 
fit for the purpose~(Not too costly and not too 
poor). 

Is the site reasonably ~~thin reach for employPes, 
customers etc.? (Consider di3ta..~ces, cotllilunica
tions and traffic). 

Is the co3t of connection ~o the electricity 
::lain line reasonable ? 

Is the supply situation good, M.h.t. raw 
materi~ls s..-:d products (Road connection, Rail.vay 
connectiun) 

Is water and effluent ~onnection <! problem ? 

Is a telepho:-ie in~tallat"ion possible ? 
~ -· 

Are the necessary service facilities av~il~ble in 
the ~~rround~:1gs ? 

Can YRstes be disposed, will noice, sme~l, smoke 
vr extended traffic 1isturb the surroundings too 
much ? 

D. Apnroval of the location. 

Most projects require appro~al o~ the location from 
the authorities. 
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Reasons for rejecting such approvals can be: 

(Jrbs.n planning of the environment, hygienic 
reasons, exploitation of the ground or natural 
resources, noice, smoke, d~st, effluent, 
traffic, safety, etc. 

J~pc~d.a."lt o:i the situation, t:ie approving authority 
may be the town council or the BUPATI as the head 
of :'.::e ~-:~ .. bupaten. 

Some~i.=e3 approvals will be given on certain 
con~~tio~s which involve~ extra costs for the project. 
Such C·:::; ~3 should be included irJ. the project paper. 

Loca:ion Economy. 

If i~ ii ~ot obvious which locations is the better, 
thr. c=.:!.-::ul<ite which location creates U:e lc·.vest 
cos:.;: 

"' Lis: ':.l. p'lr!l:neters which will get different cost 
Nit~ :~e iiffer~~t locatic~s ~nd ~dd tosetter 
the t.: ': ·11 ye'\rly cost for all the pars.!:leters 
3ep::-.::-:i.tf':!.~r for e~ch of the loc9.tion al tern9.ti-:res 
·,~rti·:~: -~~:: co~siderecl. 

Su~~ .. :~,!~·.:.-r:!e~ers !'1ilj~ be cost of freiGht, local 
'ti:'~="-·°";-r.:!'--:, r·i:·~t of buildint;, travellir:e;, -t;elephone, 
corr_-:·~-~ :'.l:io~ tine, sales cost .. etc. etc. 
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9. TEE OF THE PROJECT. 

3.1 INVESTMENTS. 

~~der investments should be specified the total 
capital that is required to start the project. 
~here should for each item be given a sufficient 
descrip~ion to judge the suitabilitJ of the item 
ar.c ;_-:Os fitness to cope with the prod.l.lction 
prot;ra:nme. 

~he cJst of ~11 ite~s,in Indonesi~ Rupias,should 
be specified in a column on the right side and a 
subtotal should be made for each of the sub paragraphs. 

If :~e specificati~ns amount tc more t~a~ one p~ge,~~~ 
do ~h~ specifications in an appendix and give only 
a. brief S'...L"!l!:".ary in the paragraph. 

9.1.1 .... :>.~a 3.nd RUILiH::G. 

If ~he project will b~ located withirr some sort of 
'ill inda3trial e3ta te, -. append a 19.yc·.lt to scale t.J 
3ho·N how +,he prod'1cti'Jn can be ratior:.ally an-: comfo:-
t~~ly loc~~ed witti~ t~e allocdted builtli~g. Also 
confi!"!!l the rentsl £1eriod and conditions,::\nd the rate 
o~ re~t. 2pecify tc with extent the required ins
t'llla.tiors ·~'.1d infr13.st1"Ucture will be provided 
!'::oor.l th.::: p,qtate. 

=~e~i~y ~o~ts !0r re1uire~ modific~tions of the 
r;.:.ild.L:c;, recondi tio!'ling, fund~tions a."ld other 
':-e:-i~ir9.:ions th~t '71.U~t be undertaken by the entre
;re~eur, tf the requirements have to ~e Jettled 
t!"lrot.:..:h :neN building, than consider which of the 
followi~;5 itt::~'.ls Nill be required, give a brief 
description of the required facilitiea ~nd specify 
the C0.3t: 
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Plot: State size. Give a short description, confirm 
rt'S'9suitability a..~d whether it allows for exp~sion 
of the production. 
I~ a new building must te erP.cted, is its fitness 
for building fundamentations 1etc. known? 

Buildin~. Which buildings are required or which depa~t
ments in the building are needed: 

Raw mgterial store, production depat~ent, product 
store. other stores, shop/expedition, boiler 
house, maintenance department, warderobe, 
toilets, office, watchm::l?ls shield, water treatment 
or water storage, effluent treatment, s:~ff 
accomodation. 

Specify: 

Required and provided spaces (if possible append 
a layout drawing) 

Required and provided sta.."ldard or the build.~.r.g(s) 

Specify whet~er the investment figures refer to 
estimgtes or2tenders. Specify the tui!~ing 
costs per m • Nor.rally the r.ost ~f ~ne 
building should be b~sec on tenders. 
For a rough estL~~"ee you may calculate: 

* 

* 

* 

* 

* 

Pe:nnanent buildings in cor~crete/s tc::e ·vi th 
more than one floor divided into rooms 

Rp. 150.000 per m2 

Permanent buildines, concrete or 
stone, one floor, wider areas 

Steel 8tructures, asbestos 
cove~ed 

Steel/wood structures with 
corrugated steel sheet 
covering of roof and walls 

Simple sheds, covered with 
corrugated steel sheets without 
~oncreted floor 
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* Roofed areas without walls for simple 
storage, sawmills, etc. Rp • 

Other building facilities. 

2 25.000 per m 

Specify the length anc width of 2road to be 
built or improved, the cost per m ,!llld the total 
cost. 2 Road costs may vary fro~ about Rp. 500 
perm for a simple murram road, to about 
Rp. a.ooo per m2 for a tarmacked road on a 
better flllldat~on. 

It a railwa{ sidinf is required, specify the 
leqgth an.d ne cos according to quotation !rom 
Indonesian State Rail."18ys (PJKA). 

For Fencing specify the required length, height, 
standard and cost. 

The costs mg,y ammount to; 

For simple low barb~d wire fence on wooden 
poles Rp. 1000 per m 

~-

For chainlink fen•~ 2m h with barbed wire on 
Rp. 6000 per m top 

For stone fence Rp. 7500 to 2 Rp. 10000 per m 

Specify no, size and cost of !widations, 
structures, silos,platforms ~etc. 

' , 

Specify requirements and cost for air conditioners 
.~nd cc.:>ling f9.ns1 water reservoir, effluent 
sedimentation basliliand other special building 
structurers or insta lations. 
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9 • 1 • 2 PRODUCTION KACHI:iERY AND EQUIP-utENT • 

• 1 fllhich equipment to include 
"'• - -

The production machinery should include: 

All machines reauired for the proC.uction process 
from material collection to dispatchment of 
packed products. 

All motors, starters, transmissions gnd feeding 
equipment for the above machines. 

All machine tools which are reauired in order 
to make all the product• in the progrsmme. 

- All hand tools which are required in the 
production, working models, laata,jigs , and 
special erection fixtures. 

·xorking +ables, chairs a:id other production 
inventory. 

Electricity generating equipm£nt, ~hen required. 

2. Which information is Required. 

For the individual items t~e following info~~ation 
is reqtlired: 

"" .. , 
- Name and address of the supplier. Referer.ce 

to date of quotation/profoI'T"'..s invoive. Validity 
of offer a.'ld delivery time. 

If the supplier is a local trader, also the 
origination of the equipment. 

~ :·:~e, type identification a."l.d pos~~ble descrip
tion of the item and/or the functio~ it cas. 

- I! secondhand state ~ge, physic:ll 
inspection, valuation, guarantee. 
of service and spareparts. 

c~r .. C.i tion, 
Availability 

Capacity, if posaible expressed in no o! opera
tions or product units per hour. 

Size o! electrical connection in ~fl and electrical 
consumption in Kwh. per hour. 
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- Including of spareparts for 2 J'ears of operation. 

- Possible requirements to water, oil, cona.paased 
air, transport ducting, lifti·1g equipment, gaa 
extraction, drainage 1 and elec".ricity generation 
or tranatomation (It not included under building 
costs) 

- Coat _,. be specified in the CUrreDCJ' of the 
quotations and connrted into Jndoneaian Rupias 
(Use b~ers exchange rate w.\ir:.t ia slightl7 
higher than the mediim rates l"ef ered in the news -
papers). 

- nether the prices are valid Ex factor.r, FOB, CIP, 
PRAllCO or Installed. 

B. Additional costs on machinerx;. 

a) 

Dependant on the purchase conditio!ls, all or some of 
the following coats should be calculated in additi
on to the costs that are specified above. 

Costa specifically on imported machinery and 
equipment: 

Inspection fee will apply when inspection before the 
dlspartchmen't from overseas is required. 

Seafreigilt will apply it the goods is offered FOB. 
The sea freight to Jakarta or Surabaya may presently 
amount to' 

Prom Japan 125/- U.S. I/ton or m3 whichever 
is highest 

• The Betherlands 190/- • • 
• U.S~A. 190/- It • 
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Pl'Oll Hoagkong 125/- U.S.l/ton or K) whichever ~est. 
• Singapore 45/- - • - - • 

• 75/- - . - - • -

Ionaall7 the TOluae freight will appl7 as the bigbe•~. 
Shi.ppin.g dimensions are nol'lll&l.17 given in the 
leafleta for the machiner,r. 

Bank Char9•· Por opening ot L/C and conducting 
'Ehe t:ranaaclons of paJJDent of iaported mach1ne17, 
the bank will charge a administration fee of 
Rp. 25 per U.S. S, or 2,5 ~ • 

~t1 is calculated according to the tariff • 
e variations are according to the importance of 

the machine17 and whether it is locall7 1118!!.ufactured 
or not. 
Kacbine17 imported in a completel7 knocked down 
condition 11181' frequeatl)" be allowed at subatan
tiall7 lower rates. Ii is also possible to appl7 
to llinistr,r of Pinan<'I? for reduction in the 
duties. 

Sales tax . on imported machinery is 5 ~ or 10 ' 
on top of invoice value and dut7. 
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In 1984 the rates of duty and sales tax are 
genera.l.17 still as s'tipUiated in 1980. 
Some examples can be given: 

Dug Sales tax 

Specifi.c trade -chines: 

Machines and 11achine tools for 
the worki.ng of wood, cork, bone, 
ebonite, hard artificial 
pl.astic material& 10 

-

-

-

-

Printing machines 

l'nitting Machines 

Lawidr,y Machines 

Sewing Machines 

Stone crus 'rJers 

Agricultural machines, 

Dairy Jlacbines 
;'> 

Poundr,y moulding boxes 

Specifj, purpose llachines: 

-
-
-

Electric Jlotors 

Pumaces for Industry and 
laborator;r 

Seal ea 

Cranes and hoists 

Piltering and purifying 
equipnent 

A:l.r cond1tione1"8 
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b) 

11 I 

Duty Sales tax 

Pneumatic hand toola 20 10 

- Presses and crushers 20 10 

Loading, unloading 
machin~a, equi.pnent 5 5 
for hpcl!ling 

Clearing of imported goods in the harbour must 
be undertakeu by outhorized clearing agents. 
According to the tariffs,they charge a flat rate 
of Rp. 650.000 for all consignments up to 5 tons. 
Por larger consignments will be added Rp. 12.500 
per additional ton. 
These rates are however subject to negotiation, 
especially for small consignments • 

Costs also applying to locally manufactured 
llachirie17. 

" Local Seafreight are ~ording to decree of 12th 
January 19B4a 

Port distance: Rate: 
nautic mile 

!o - 200 (Rp. 18, 72/mile + Rp. 979) 

~01 - JOO (Rp. 14,39/mile • Rp.1.848) 

301 - 400 (Rp. 12, 10/ " + Rp.2.533) 

401 - 443 (Rp. 10,72/ • + Rp.J.095) 

I 444 and up (Rp. 5,14/ • + Rp.5.552) 
i 
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Local Hi~ t:ra:isport 
decree o 2th Januar;r 

are according to 
1982, as maxi'llUlllS rate: 

Zone I 1 (Java, Bali and Lampung) 66 Rp./ton x K"ll 

Zone II , (North SUllatra, West Sumatra, 
Riau) 82 -. -

Zone III, (South and Southeast 
SUlaweai) - . -

When hiring the whole tNck for short distances 
transport, somewhat higher ton rates ma7 be 
negotiated. 

Railway ~sport are according to decree of 1982: 

Por general cargo 

Por luggage and dispatches 

Rp. 15,55 

Rp. 40,)6 

'?ranslort insurance. .,:.he insurance rates are 
nego'E alle and ma7 't!lar'J' from compan7 to 
compan7. '!he average preminium can be taken 
as 0,5 ~ for machiner'J'. 

For SJl&l.ler items and easil7 breakable equipment, 
expect slightl7 higher rates, 

Contingencies should be added due to uncertai..'lness 
iii the costing. Such uncertainness includes: 

- possible price increase 

-
possible change in rate of exchange 

required equi:plleat or expenses not regarded in 
the specific•tio~s. 
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c. 

Dependant on possible delays in implementation and 
on the finnness of the offers1 contingencies can 
normally be added with 10 - 15 S of the total 
cost of the production equipment. 

Installations, Service machinerz and equipment 
... i ' 

This equipment and !ts cost should be handled as 
described for production equipment. 

Make sure that whatever is required of the equipment 
and install~tions which are listed below,will be 
included in the project paper. In the continuation 
you can find some guidelines for the calculations, 
but the safest ia it in all cases to collect 
offers from the suppliers, especially for major 
costs. 
Specify which of the following costs will occur: 

-
-

Physical installation of the machinery 

Electrical installations 

PLN connection 

·.vater installa.tioi' with possible rE:servoir
1 well' pump. installation. 

DraL~age or sewerage installation and connection 

Air compressor with pipe installations 

Poiler or water heater with pipe installations 

Fire extinguishing equipment. 

Fuel installation 

Ventilation and air conditioning. Chimney. 
Freezing or refrigeration. 

MaintenBnce equipment, llechanical, cal-pentry 
~nn electrical. 
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Chainblocks9 cranes or other lifting equipment 

Pallet t?Ucks, and other intemal transport 
wagons 

Sca1ea 

Transport equipment as belts, rollers, preu
matic transport, etc. 

Stores installation with shelves, pallet
shelves, bins, tanks1 etc. 

Expeditbn or shop- installation 

Laboratory with installation and equipment 

Waste treatment and waste disposal1 including 
bale presses, bins, transport conttilers,etc. 

Comments on some of the above costs: 

Physical. Installation. 

Por small machines to ii'e fit t:'n the noor or an 
a fundarnent,whether or not be bolted in position, 
the cost ol installation will when no connection is 
required and the machines are supplied completely 
assembled, be minimal and can be omitted. (This 
may e.g. apply for ordinary sewing machines.) 

In more complex cases, the cost of installation can 
be considerable. Any general guidelines for the 
cost":'not be given. Please estimate on individual 
basis how much each of these components of the cost 
of installation will a11&ount to in time, material 
consumption, and money: 

Pitting together of the machine or building it 
up 1n position wheu it is supplied in parts 
or section• (mainl~ labour cost). 
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Haulage of the machine, lifting it in position 
(may sometimes involve hiring or purchase of 
expensive transport and li'-ting equipment and 
also changea in the building to allow tor the 
movements. Kanutacturing ot transport structures 
may also be required). 

Manufacturing and erection of supporting legs, 
brackets or stru.cturers, operation and inspection 
platfo:rms, gangwa7a, stair cases, etc. (The 
material and time requirements may oe considerable. 
The costs should be· calculated). 

Connection to the machinery of water, steam, 
air pressure, hood, ventilation ducting, 
transport arrangement, filling and emptying 
equipment, chimi\e7, remote control etc. (Ma7 
sometimes involve large amo~nts of materials 
and fi ttinga). 

Testing of the machine and trial operation. 
(Ma~ cause waste of production raw materials 
and it ma7 take time to do proper adjust
ment of the machine) 

Cost ~f supervision during the installation 
period 

Cost of communication with suppliers and 
contractors,incl. telephone charges, possible 
travelling charg~, and possibly collection of 
process experts. 

Electrical Installation. 

The cost of the electrical installation is first of 
all dependant on the no and the size or the motors 
possible electrical heating elements and the light.' 
The size is measured in kilowatt (Kw). If Ho··rse
power is specified tor the motors, 1 Hp s 0,735 Kw). 

1-Phase Installation. If only small motors will 
be used (under 1,5 kw), and the total installation 
added together is maxlium about 20 Kw, one ma7 use 
1-phase installation wbicb is mu,~h cheaper. 
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(All motors must then be 1-phase,which makes the 
motors themselves slightly more expensive) • 
One can also not later on use )-phase motors 
·•i thc~tt exchanging the wholEl in~tallation. For 
larger :L~stallations will beused )-phase motors 
and )-phase installation. 1 

The Cost of the Installation can be obtained from 
an electrical contractor. But for a rough estimate 
you ca~ cglculate with the followin~ figures for 
the total cost of the installation: 

Per socket, 1-phase, 6 Amp. Rp. 11.000 

Per light point with light buliJ Rp. 12.000 

Per lig.'1.t " n f'luorecent 
light Rp. 18.000 

n J-pr.~~e plug
1
16A, (8 Kw) Rp. 40.000 

n singel pha3e motor, 1 Kw Rp. 14.000 

" 3-pha.se motor, 3 Kw Rp. 60.JOO 

" )-phase " 10 Kw Rp • 65.000 

" 
.... n " ..._. 20 Kw Rp.100.000 :,.- .. , 

" 3- n " 40 Kw Rp.175.000 

~ J- " " 60 Kw Rp.280.000 

Soc:Cets ·1nd 1 ight points ~re included. in the abo,1e, 
li'.1t ::.·J 'tO!'S and a ta.rte rs (which are normally a 
part of the ~achine) are not. 

The ~b·)·1e ia valid tor pre:nises up to 100 M2• For 
larger ?remia~s will be used large~ cables. For 
len;ht3 over 15 M must b~ added for increased 
cable cost. 
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PLN Connection • 

In addition to the charges for the internal electrical 
install~tion, PLN will alw~ys charge !or connection 
of the install~tion to their supplies. 
If all the machines are not nm simultaniously, 
the size of the connection may be reduced, by up 
to a rnaxinum of 50 %. 

Acee rding to PL..'l 's tariff for 1983 you can 
calculate with the following connection charges: 

1-phase. 

o, 5 Kw Rp. 30.000 1 Kw 

0,75 n Rp. 60.000 2 n 

1' 0 n Rp. 100.000 5 n 

2,0 n Rp. 225.000 10 " 
2,5 " Rp. 290.000 20 n 

J, " Rp. 355.000 30 n 

4, n Rp. 485.000 ... ;, 
50 n 

5, " Rp. 615.000 80 n 

6, n Rp. 745.000 100 " 
200 n 

JOO n 

If a tranJforr:l~tcr must be installed; 
m~ximum of 50 % may be added. It 
transfo:-nator will be installed, up 
deduction may apply. 

3-phase. 

Rp. 120.000 

Rp. 240.000 

Rp. 600.000 

Rp. 1.200.000 

Rp. 2.400.000 

Rp. 3r6oo.ooo 

Rp • 5.aoo.000 

Rp. 9.000.000 

Rp. 10.500.000 

Rp. 20.000.000 

Rp. '27.500.000 

up to a 
an own 

to 4;--J 

If the inst~llation is far from the power 11.ne, 
additions may also apply. 
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Blectricity generator; 

~any com;~nies prefere to install their own diesel 
operated electricity generators. The costs waries 
with selection. For rough calculations may be taken 
the following figures including installation: 

1 1\3 1-phase 

1 n )-phase 

3 n " 
10 n n 

Rp. 400.000 

Rp. 1.J00.000 

Rp. 2.500.000 

Rp. s.000.000 

Fire Fighting equinment. 

The need for fire fighting equipment can be roughly 
estimated as follows! 

Class of Industry Type !l?ld quantity 
of Installation 

I 
'!otal Cost Rp. 

. -"I 

: ~.!etq,l ·.vcr£2ho~:.g 
Cltl.l S \f"Y\ i 1.C\C"" 

indus~rLes 

'llood. ·"o r:·::-hops 

5kg co2 tire 
extinguisher 
2 kg C02 fire 
ex-:ir.guisher 

2x10Jcg water 
extinguisher 
lx 5kg water 
e:ctir.guisher 

Plastic f~ctories '.2x10kg powder 
0"'4 :extinguisher 
factories for pail1B!+1 x f<l ! water 

I 

j or fl9.Iili.:.9.ul~ 
! 

liquids 

extinguisher 
i4, 5kg pow4er 
·extinguisher 

r 2kg powder 
xti.nguisher 

I 

210.000 

1135.000 ' ....... 
175.000 

;o.ooo 

270.000 

90.000 

90.000 

50.000 I, 
•I 
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Additionally a set of the following may be considered 
for the project, and may for certain projects be demanded 
by the authorities: 

Fire a.lam with bell Rp. 40.000 

or Alternatively sirene with hearing 
10.000 distance 1,5 Km Rp. 

Alternatively smoke detector with 
autom11tic alarm Rp. 150.000 

First aid kit Rp. 60.000 

Hose real, 35 m, 1" Rp. 200.000 

,,Yater tank and booster pump for same 'Rp. 300.000 

9.1.J Other Assets Required. 

These can be treated as specified for machinery. 
The specification should include whatever is necessary 
of the following equipment: 

" Vehicles, tract•r, trailer, bic!'"~le, hand. 
c~rt. 

Office furniture with table~, chairs, shelves 
and filing cabinets. 

Office machinery and installation with 
typewriter, calculator, 3a!e and telephone 
installation. 

- Deposits on rent cf building, production 
equipment, gas cylinders, electricity, w~ter 
inbtallation, etc. 
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'3 . \.. 'f IITIS!JIBll! SAPE!Y PACTORS. 

A. Oontigencies 

!here is always a possibility that necessary investments 
may be forgotten. Sometimes small mati;ers may be 
required which one is not srare of. One can JJ.lso not 
go down in detail to cover the smallest of the items 
that are required. Mis-judgement of cost estimates 
may also eccur. 

It is therefore necessary to add in a lumpsum as 
contigencies. It is normal to add a certain percentage 
specifically under machinery and installations. 
How much to add,depends only on how thorough the 
specifications and investigations have been done. 
Normally less than 10 % should be required. 

B. Allowances for Price increases. 

It will of ten take some time from preparation to 
implementation of a project. Prices may increase in 
the meantime and i! no allowances have been made, 
the project may run into problems of underfinanc:ing. 

Price increases may ~pp~ to buildings, machinery 
installations,~nd otber'assests. How much to adu, 
depenC.S on the normal price i~crease ir1 the trade and 
on the implementation time. 
Hence, if expecting 15 % price increase p.a., and 8 
months implementation time, 10 % addition may apply. 

c. Poreign Currea07 Fluctuation. 

II I I 

If buying equipment to be paid in a foreign currency, 
there is always a risk of change in the excbJ;Lnge rates. 
Any devaluation can not be foreseen or plarfed for, 
but limited changes must be expected. 
Dependant on the currency and the situation, 3 - 5 % 
sa!ety margin may be specified for the foreign 
psyments. 
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9.1.S Pre-Operational l!pensea. 

All costs, which initially will occur before or 
during the start of the operations and are not a part 
of the regular runnir..g of the business, are pre
operatio~al :ind must be included here if they are 
not included above. Consider which of the costs 
listed in the following should be expected to occur, 
a...~d specify the costs: 

expec e a 
feasibilit7 
the work. 
A fee in the range o! 0,5 % to 1 % of t~e total 
investoent may apply. If the entrepreneur 
himself h!lS done a sulftantione.l and acceptable 
part or the job, the tee should be reduced. 

Committrnent fee. If a client delays oaking 
use of the loan that may be allocated to him. 
the benk may charge a committment fee of 1 '/~.;. 1 ~~o 
tax stamp. The fee may be run from alloc~tion 
of the loan until the client has fulfilled his 
conditions for ordering of the equipment. 

Cor.t:-.·::...1.y for.nation. If the company is not yet 
~egistered up to the required standards, you 
should for limited companies calculate exper-3es 
for the for.nation of 1 %-· the share capital, + 
a recistration fee to the di~ectorate uf ?atent 
of caximum Rp. 100.000 (The last one is not 
compulsory and is for the protection o! own 
tre.dema::k etc.) For proprietorshipssnd small 
comp~~ies no fees w~ll ~pply. 

·;~1uation. ::he!l providing securities for a bank 
lo'lll, the ba"l.k will require valuation of the 
property. For lonns up to ~ naximum of ~p. 100 
million, !Jhe valu~tion is done by the b9.llk a.rid 
no fee will apply. For ~igger loans, an 
appraisal company will be required to do the 
v~luation. They may charge up to a maximum of 
1 ~ or the value. 
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Juridic~l assistance. If any legal assistance 
is required e.g for drawing and certi!ying of 
lea~e ~gree~e~t, collaboration agreement etc. 
the fees will often exceed Rp. J0.000 per 
item a.'1.d should be included. 

Know-how. If the production is based upon 
collaboration with a foreign party utilising 
patents or production secrets, this will often 
be ctarged either as a royalty' to be included 
in the production costs,or as a know-how fee 
to be st£pulated under the pre-operational 
expences. 

TraL?"J.ing. If other training than normal gaining 
of experience ·:luring the operations are required, 
the occured cost must be catered for. These 
costs can include cost for travelling 8!!.d stay 
in a. different place or a foreign country, or 
it can include fees, travel, and accomodation 
for local or foreign collaborators to do the 
training within the productio~. 

A.ssista!!ce forGlannin~ a!ld start. If any 
detailed plann g ot t e p?"Oduction must be done, 
construction of production equipment or super
vision of erection or ~tart, consultancy fees 
'3.S applicable must be specified. This applies 
whe~her the job wi!l be underta~en by BIPIK or 

~ 
h~r -,, others. 

Also ~ust be considered whether consultant 
~ssiztance ~ay be required for building construc
tion, or fo~ installation of electricity, 
w~tAr, steam, etc. 

1o::~·:i;,; ~:.~i:ing :} f the building. Es;>ecially i! the 
~uil ::~!'lg is leJ.~ed, cost for making it ready 
. )r • ... e r~ducti.on, not refWldabl-:.: from the 
l3ndl~rd,may occur. If such coats can not be 
considered as ~ investment providing security 
!or the project, they may be specified here. 
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of the first lot of statione • Printing 
o sta ionery e ongs smong t e nol'!Ila overheads. 
One will however often fL~d that the first ordering 
consums high costs especially when layouts. trade 
mark etc. has to be made. It can be fair to 
include these initial costs here. 

Material Consumption for trial production. ~a 
m!lJ' be i..~clude~if considerable costs can be 
expected, e.g. if new products must be developed, 
comolicated nrocesses need to be adapted or 
adj listed or if initial wreck production can be 
expected for training re~sons. 

Interests before start of operations. Disbursecent 
of investmects will take place at different 
tir.es before start of ~rations. Calculate 
in~erest on the disbu ents for an average 
period of time from disoursem.ent until start of 
payments !or the sales from the production. 
These costs ;nay at tir.!es be high, especially when 
the implementation require long time. Try to 
shorten, but realistically aS<;ess the time 
requirement. 

Building out the s~es organization. Appointing 
of sales rapresentatives agents or distributors 
and info~ing them, may involve travelling, 
advertising, traini.ng, rent etc., costs belonging 
to the pre-oper3t!on~l expenses. 

SalarieR, ~~hes and overheads before start of 
orod11cticn. If p~rts of the staff need to be 
e~ploye;r--before start of ordinary operatior.s, 
the c'.:.:'t of thi~ incl. social costs should 
be 3pecified here. 

Re ~u1~r Overhe:id.s before 
~ ;~~ i~c u e ~~e =c~:. y e9s 
tel~?hone w~ter, rent of building, general 
tr·m.>port 3lld vehicle expenses, travelling and 
insurances. 

Possible ~ther initial cc=tB 
which ~r~ not mentioned 

- fJ2 -
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9.1.6 Working Capital. 

~orking capital is the money required for doing 
the business, b1qing, selling, keeping stocks paying 
wages and other costs. 

If working capital is not sufficiently present in 
the project, the project c~m not be able to reach 
the intended production programme. One cannot base 
the demand for working capital on expectancy to the 
future profit. If sufficient working capital ~s 
lacking,it is very likely that the project will get 
losses instead of profits end that the worki!l.g 
capital will decrease instead of increase. Finally 
the project may hence be forced to close down. 

Calculate the workin3 caoital based on full production. 

The demand for working capital should preferably be 
calculated on basis of the require~e~ts during full 
?roduction, 9.S neiwally stipulated for the Jrd 
year of operation. 

One could of course consider that if the operations 
the first year is estL"Uated at 50 % of the full 
programme, less work~$ capital may be needed. There 
are basically two rea::ft>ns for "Nhy this nay be e 
c9.!lgerous c0nsideration1 

a) It is lifficult to know really ho~ much one will 
be able to manufacture the first year. If one 
will be able to make more than forecasted, a 
higher part of the workine c~pital ·Nill be required. 
If one will make less, one riJk draining parts of 
the working capital a.~d will run in:o big 
probleos if sufficient capitals is not available. 

b) One may in spite of the projections meet unlike 
difficulties during the initial stages ~d make 
less profit than expected. It can therefore 
be difficult to accumulate .from the pro.fit the 
increase of working capital which is required 
tor the 2nd a~d J~d year. 
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Only if the prospects a!"e s'.lfficiently bright, if 
the break even point is very low1 and if furt~er 
financing is too problematic, one should consider 
to base the ammount of working capital on the 1st 
years demand. It will for such cases be necessary 
to compute the working capital for the J first 
years and to show in the cash now how the working 
capital will be built up from year to year, from 
the profit or from other sources. 

Components of the ~orkL.~g Capital. 

Dependant on the project, the working capital will 
normally consist of capital bound for the following 
purposes: 

a) Prepa~ent of goods in order 

b) F..a.w materials in stock 

c) ·,'lork in progress 

d) Products in ~eek 

e) Products under dispatch~ent 

f) Debto~ 

g) 

h) 

Less creditors 

General ca.sh in h;md 

You may corapute the capital de~and for the different 
purposes under the followir.g considerations: 

a) Pre2ayment of goods in order. Local nu?"chase 
of raw ~aterials will in most cases ce on 
credit on cash on delivery basis (C.O.D)· 
Hence prepaymer.t will n0t apply. It however 
sometioes happen that the supplier, especiall~ 
when not trusting a cuF.tomer ordering ~omething 
which is ~ot regularly supplied, ~ay ask for 
advance payment1 or he may ask fvr a certain 
percentage deposit. 
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The 3a."!le may ha~pen for suppliers -..rho thaselves 
are l~cking sufficient 110rking capital to carry 
out the order. 

Fo~ imported r~w materials must be opened a 
Letter of Credit (L/Cj before the goods can be 
dispatched. The period from opening of L/C until 
the gooas is iQ hand may many times be 
co~siderable, ruid can be examplified as follows 
{but please correct the computition for the actual 
case): 

Ti~e for transfering the L/C from the 
local tank to tt~ supplier abroad vi~ 
foreign banks 

Delivery tL~e for tie ordered goods 
(varies extensively from case to case) 

·:1ai ting time .,r shipping possibili
ties 

Ship transporting time 

,'/9.i ting and clearing in the local 
harbour 

Digpgtchment a."'ld waiting time for 
local t~~~sportat.J,on 

"'!"' 

Total 
= 

2 weeks 

4 " 

2 " 
4 " 

2 " 

1 " 
15 weeks 
Ji month 

One will be aw~re th~t the bank of the project 
·.vho open.3 th~ L/C is bound to release the payment 
~cco-:--di"!.g to the LiC terms. The ba."'lk may ref!1se 
to oDen the L/C ~it does not fullv trust that the 
:'!!\y~:e~ t fror.: the project will be made promptly when 
•~:le. It is the!'efore in most cases nonn~l th!l.t 
the ~~n~ will a~k either a st!Ulding guarantee for 
such payr:ients or ~hey will require deposited a 
certain percentage o! the payment in an acco:mt with 
them. Something li~e a 25 % deposit may be 
re~1uired. The requirements vary, and clar:f ficat:ton 
should 'be ::rot:ght from the actual bank connection in 
the indivi·dual cases. 
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Raw Materials Stock. 

~hile capital for raw materials in order is dependa~t 
on the invoice value, raw materials in stock is 
determined by the Landed cost or the local purchase 
price including duty, local freight etc. 

The stock holding or raw materials fluctuate over 
the time. One can distinguish between the maximum 
stock after receival of the consignment and the 
min5.=um stock ju~t before recei val of the next 
consigr.!!:ent. One must have enough capital to cater 
for the maximum stock. If however thP. supplies are 
divided between many different raw ~aterials and 
several suppliers, one can consider that the sup~lies 
will arrive at different times independent of each 
other. If that is the case, one can base the 
capit~l de~and on a quantity so~ewhere between the 
ms.xL7um s~ock 3.Ild the average stock. 

The ~inL~um Stock which is recuiren must be detennined 
so big that one has sufficient-security again3t stop 
in t~e production. 

For local 3Upplies where one c~n rely fully on stock 
holdi~E o: the supplier, t~e ~inimum stock ~ay safely 
go do~m to under a week if also the transport 
possibilities are very reliable. ~everal materials 
require sto~~e for curing or drying. E.g. wood 
should no!'r'ally re~uire 2 months storage or ~ore 
before processing. ;--, 

For supplies from o~erseas or for leas regular local 
~upplies the ~ini.r.tum stock holding ~ay be considerably 
higher. Considering the importation time example 
Indicated above, one ca imagine that the supplies 
may dela~ as much as 1 - 2 months. The minimum 
stock can therefore not be less tha.~ 1 - 2 months. 
Still tte order has to be made 15 weeks before the 
plan~ed arrival time, which required a very efficient 
planning o! the production an~ the purchases. If 
one expect soce irregularities, it would hence be 
better to give allow~ce tor a mi~imum stock of at 
lesst 3 months. 

The maximum stock is detennined by the minimum stock + 
;h0 c·A 'e- -.uanL! ty • ... ... \.. ... '-i "• • 
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~he order ~u~r.tity i9 ideally a ~uestion of the ~ost 
econonical size of tte order. This again is a balancing 
of the ordering cost on one side ~~d the storage costs 
on the o.f;her. 

For cheaply locally available raw materials the order 
size ~ay be determined as a 7 ton lorry load (E.g 
~lour for a bakery). 

In other cases the ~ua~tities 3ay be dete:rcined by 
the :nL:fr1u::i ~.:l.v9.ilable o'.lantities (e.g. a whole roll 
of each of ~he textile -types which are required). 
For perish~ble boods, (e.g. food stuffs) cne may be 
forc~d to collect the raw ~aterials very frequently 
and i:ence reduce the c1am9.Il.d for working capital but 
increa3e the transport costs. 

It is pogsi~le scientifically to calculate the most 
econo~ic~l order quantity by a for.:ula as follows: 

Uo of units 
= 

per order x 
p.a. 

:~!~y : ~ ·cs it ::iay be necessa~J to order less thar. 
what is ·:co.:10mic3.l sL"'1ply due to lack of working 
capital. ~ 

"'' 
?;:c ::::G ~~ ~:o:'.. ji:i.g s~ould prefe!"ably be cal cul ".lted 
under the ~bove consideration. 
As ~ practical indication of stora6e times to Pe 
calcul~ted sveragely, can however be indicated: 

Fruit for precessing 

Flour for bakeries 11 lorry lo~d or 

Go:.ni.L11eabl~s ~·r.i l'\ble !ro:n stock in 
the nearest to·Nn 

3teel from .,Xf~('\..~· ( considerably 
che~per th~n from local stocks) 

?~0~~cta to be made on order 
lucally 

- 137 -

I I 11 I 

1 week 

2 weeks 
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Un-seasoned wood 

Imported raw materials when one 
supplier cater for the main demand 

Importe~ rs.w materials distributed 
on a rar..5e of raw materials 
:.md suppliers 

c. 7/ork In f !'('gress. 

2-3 months 

3 months 

4 months 

The worki~b capital demand for work in progress 
ia the capi ~~l bo'.lnd in products under :r..anufacturing. 

The capital demand in Rp. is detennined by: 

1) the :;;~uf~ctilrir:.g time 9.Ild 

ii) rte costs bcund in tee product during ~anufac
turi.r..g 

1) The T-~~ufacturing tL~e will differ extensively from 
one type .::,f pro-luctic~ to another. Roughly we can 
indic'3.te ;:e!":-=r?.lly for some trades: 

crushing, flour ~ills, canning\ 
\'--ss -t'(l:r-.•""- 1 day = neglectible 

" ~' 
~g,!'!!J.e~ t ::·roC.'.lction· fo:- sales 

Simple cet~l or wo~d products, 
p::ti!! ted 

1~3r.1e~ t !"'.'.?.nu:acturing on order 

T-?.nneries 

~u:rri~ture ~~~u!acturing 

i.iachine buil ding 9...'ld construction 
•:;ork 

2 

3 

1 

1 

2 

4 

dsys 

c:..ays 

•.rreek 

- 2 v1eeks 

'/leeks 

- 8 weeks 

ii) ~he co~ts ir.v0:::. ··.rt:d depenL~.:3 Ol'I how early in the 
process th~ costs .'!re created. The majo!' material 
costs no:nnally apply from the start of the manu!acturing, 
while labour ~n1 over~headSinvolvement will o!ten 
increase during t~e manu!acturing. 
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In general the costs m?.y be te.kE-:· as 80 % of the 
total yearly costs of the project. 
More specifically calculated the costs may be loaded 
e.g. as follows: 

Materials 90 r."':"!' 
r.J 

Labour .;J c• ,-.. 

Over!:er.t~s 5C' -· 

Example: If the productioL t:.:--:i: i:- 2 weeks, t!:e 
loading tir.le for t.he cost co!:-:-·o!,-=:: -:.~ i~ a3 specifi.>ed 
abov~, anC. ti-le yearly costs fo-:r :::9. t e.r.:.als, l:;.":our and 
O""e!"heads are respectively Rr. 10J nillicn , 15 million 
a..--:.d. Rp. 25 million, "the ca; i tel recuire:::e~ -.. :-er 
wcrk in probress will be: -

2 weeks x (0.9 x Rp~~100 mil. + C.! x 52 weeks 0,5 x Rp. 25 million· 

• Rp. 4.170.000 
=============== 

d. Products in sto~k. 

~,. 

Pr, .. ~.:. . 15 r:il. 1' 

'//orking CaJ'.'i tal,.. products in sl::>Ct: ir:.C:~;lde all !iV?.:~uf~cturir...g 
expenses multiplied with the stc~~:~ time. 

The expected storage time will wary with the er. ir~cter 
of the project and with the loc~l ~it~~tion. ~s 
:>ome rough and general guidelir.•_s can be indicated 
the fo~lowing maxi.Tl~ bincii!'"!(; ti:~.e: o: the ce;.i tsl 
for !iitstled producto in stoc·-: 

Bakeries for fresh products 

Dry cleaners 

Stone crushers 

Workshops manufacturing on o~der 

Mass products !or mlf:s wi +h1:->ut 
l.g.rge sca~onal v!lriation~ 

- 139 -

1 day 

3 days 

2 week3 

2 weeks 

i- - 1 r:~:.>:'1 ths 



' 

e. 

\ 

Seasonal products with 50 % of the 
sales in 2 short seasons, continuously 
manuf actur1ng9 3 mon tbs 

Seasonal products with all sales in 
1 short seasons, manufactured over 
a months 1 months 

Products under dis~atcbment. If procucts will not 
be paid befo~e arrival at the customer (no?'!!!al),or 
if payment time will not be counted before ~rrival 
(not nor.r•al), working capital for the dispatchn!.ent 
time will be required. 

E:r-port sales payable at sic;i:it nay get a p'9.Jii1E:??t 
delay of 1 - 2. months while local dispatchments muy 
get a delay in c.c.J. deliveries of ! - 1 we~k. 
It nay however for ezport sales be possible to 
obtain up to 100 % export financi~g from presenta
tion of the invoice 'l.nC. bill of lfe.ding in the 
bank. 

Debtors. 
" ,, 

Severs.! tenns qnd ,a~~~t renditions exist, requiring 
unlike binding of worK1ng ~apital. The following 
alternatives can be mentioned: 

1 ) Payment b;; deposit. A deposit of e.g. 20 - ;o % 
of the invoice value may be asked for purchase 
of raw materials etc. The rest to be ?aid c.C.D. 

2) Gash on Delivery (C.C.D). ~enerally no debtors 
will occur. This is the mcst nonnall payment 
condition for retail sales and for irregular 
non established customers. 

J) JO da;,rs credit. This is the no?Tta.l payment 
condition !or small scale industry. Payments 

• are frequently not regular according to the 
schedule. 

"' . ,.. 
' 
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g. 

4) 

Less 

If ~n efficient and strict debt collection is 
established it may in practice be possible to 
l:iI!lit the capital bindi..~g time to 11 months. 
Normally may h~wever be expected 2 months or 
mere in ~verage. 

3 ~onths Credit is also a regular term ~uch 
practised by larger scale industry. To be 
favourea by wholesellers and retailers, it 
m~y at tL~es be necessary to otter ) mo~ths 
credit. 

Creditors. 

For qny purchases or services one receive! not ~aid 
cash, one will get 3 creditor. In practice, but 
not in the books, this applies ,•;hether the supplies 
are i~voiced or not. 

One will ~e~ce find that ~ar..y of t~e 3ervices ~re 
used before they are paid. This e.g. applies to 

electricity, w~ter, labour etc. On the other 
hand,expe~ses es house rent are paid iQ advance. 
Inste9.d c: ~·:)L'1g in detail, it m~y be expected tl:at 
these c:1:'i t:!l needs ~'balance each r')ther, 9.n.d 
crer.i to'!"s Nill only be ci:tlcul!!!. ted for rs:N :-:g.terial 
supr.ili-::3 ·:! . ..:.!l psyffient condi i:.ion3 as )0 days C!'edi t 
or more ·:;ill be granted. 

Provided fs':ours.ble terms of p3~-ment can be agreed 
upon, ti i:: C:.t:: create considerable reduction in 
the -.e.-:rl f~r ·:1orkir:.g capital. It is hcwever necessary, 
oef-:>re r'e(:u.~ting the credits from the working capital, 
to r:Hike cer:'lin how :ong credit one will be granted 
; .. ;r t::e ::-,.j.Jr purchases. 

h. Gener~l cgsh in Han~. 

:~s will ha,re 'neen seen, the above requirement3 for 
working capital include both materials, wages and 
overheads. 

1 A 1 
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Strictly spoken, there should not exist any further 
working capital to be required. 'i'his would hc,7ever 
mean that the cash box or the bank account at times 
would be empty. That would not be good, therefore a 
small buffer amount should be available in a.ddition to 
the above. This can dependant on the situation amount 
to 5 - 10% of the rest of the dems.nd fo~ working capital 
to allow for fluctuations. 

9. 1 • 7 StnDIARY OP IHVESTMEN~. 

It may be useful if importing any of the reguire::'!.ents, 
to summarize the investments in a table as follows: 

9.1.1 Land and building: 

9.1.J 

9.1.6 

Cost of land 
Building 
Land improvement and other 
constructions 
Production m~chiner:y. 

Installations and service 
equipment. 
Other Assets. 
External tran.sp~t equi~ment 
Office inve~to:f'j 
Deposits 
Investment Safety factors. 
Pre operational expenses. 
Know how 
Training cos ts 
Pre operational interests 
Other pre operational expenses. 
Working capital. 

0 T A L 

Poreignf Local ! Totil I 

It dividing the investme~ts into foreign and local 
investmen~s, consider all requirements tor foreien 
currency as !oreign. 
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This aoolies whether the entrepreneur is ~oing 
the import~tio~ or whether imported goods will be 
bought from local dealers. 

For direct import quote the CIF value as foreign 

For loca1 purchase of imported goods quo·~e an 
estL~ated C.I.F value as foreign (by deducting 
expected profit and import costs) • 

.F0r locally made goods, qt:ote expected c. I.F 
val'le of ir.tpcrted compor..ents as foreign. 

Fer kr.ow-how 3.Ild training, quo~e what will be 
.;-iai,~. in forei£:...'1 currency as foreign. 

QuGte -_,:or:.d!lg capital as local costs. 

9. 2 FDL;.2! GI: J CF Tl-iE FilCJECT. 

A. I ..,··es-t ... "'"'+/Fi· n.., ... ""l.
0 

ri i! l! • ..., ••• ·- .. - ..,,,. .... _... •• ...,, ; S.chedule. 

I.ia.kc a s -~nedule '1.S in di ca. ted ir! the working pl ~n, 
specifying the investr:lent requirements and the 
~pplic~tion of the financial sources for the 
dif fere:·, t ~eeds. 

:'he !i:::::.··-~~'ll :.·.r~rces one prir.:·.irily will make use 
o~, ~re ~or~ally to the follo•Ning; 

KIK, ::.:KP, feasibility loans and lr.lrge scale 
lo~~s from development b~nks as specified in 
aroe~rnix 2. Grace period, repayment time,interests,lending 
object,~nd security requirement, to be detennined. 

Cwners Equity, partnership capital divided among 
several p~tners, or share capi t'!l distributed on 
any number o! shareholders. 
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B. 

Other possibilities exist, ordin~ry over-d~fts for 
working cgpital from the bank, otter loans from 
institutions or private, leasing or hire purchase of 
machinery etc. In general these loans ~ecome expensive 
and as long as KIK and KLIKP loan.a will be adequate for 
both fixed investments and for workiL.g capital, there 
are no need to go into these. 

It is sometimes seen that the entrepreneur borrow 
money on very unfavourable te:nns and risky conditions 
to be able to provide the required equity. That 
should be discouraged, also because it encar-gers 
the project. Rather recoIDI!lend to involve further 
participation of partners or shareholders in the 
~quity itself. 

Do not j~st asswne the financial source and the 
loans conditions, but discuss the matter seriously 
over with the bsnk !l!ld get all the lending co~ditions 
before completing the feasibility study. 

L 
.. eno :.:-.. fi Conditions. 

Specify the l~ndL'l"!g conC.i tior..s including the following: 

Grace period. Th6 ,time the ba...~k ~!lows before 
repa~"!!lent of the foan must start. Cl~~ify whether 
the f:~Ce period will be c'.llcul~: ed fro':l co:-::.:issi
oninE of the plant, initial 103.Il disburse~ent 
or otherwise. 

Rate .Jf interest. Specify the percent~Ge, '1nd 
·Nhether it is a fixed rate, or subject to ~lter
~~~ions sccording to general mar~et ~~:e3, or 
~:herwise. 

Grace Jeriod interests repayment. The r~te of 
interest lorlie grace period use to b~ eaual 
with the interest for the repayment period, 
but the repayment requirements may differ. 
Specify whether the interests in the grace 
period must be repaid duri~g the grace period 
or whether they will be added tc the c~oital 
for repayment together with the rest of the 
loan. 
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Loan repaym!!!!. Specify loan repay::ie!lt time 
offer ~he e;nce period completia!l, 9.n.<i. intervals 
of loan repayment (monthly, ! yearly, or 
otherwise). 
Specify also mode of loans repayment, whetll.er 
with fixed installments and decreasing interests, 
or as an annuity loan where the installments will 
be increasing, so that the sum of interests and 
installments always remain constant. 

Repaying the lo'lll on 9.Il Annuit{ basis is normally to 
prefere. One ~ill th!ll! avoic he ~xtra burdens of 
a.. hi.sher a.:a.""!o\ll'i t of L"l terest in the initial ph~~es 
of the project when the economical positic!l is still 
weak. 
The total yearly repayr.te~t can be c~lcul~ted as 

a = 
n K 1,p x O,p. 

1 0
n-1. . ... 

i( = Total Lo·-lll, p = L~terest percentabe, n = nwnber 
of ye!!.rs 
repayment. 

·:rte Annual !"e:p=iy:'.'ient per Rp. 100.000 of 10311 ng,y 
however be t~ken directly from this tacle: 

Ali!·tUITY LOAN REPAtmENT I YEARLY REPAY!J!ENT OP 
Ro. 100.000 LOA'I. 

I 

1
Repayment Total rep~yment per year in 1.0JO Rp • 
. time for different rates of interest. 
:the loan. 6 % 10 %f 11 % i 12 ~1 8% 9 % 13 '.Years: 

l : 
I 

for 
. 

.. ' 1 u.~' 
/:0 i . i.J 

I 

16% 
I 

54,54156,08 .56,85 157 ,62 ~8,39 
I 

60,72 62,3C 2 59, 17 :59,95 
i • 

) 
I ' • 1 · r ' ; 37 ,41138,80 .39,51140,21 

1
40,92 ;41 ,o4 42,35 43,oa 44,5: 

4 

• ,,. 
0 

7 
8 

9 21, 7· 
10 20 6< 

.. '~ .. 



,. 
'v. Lo~n Repa~-:-lent ability. 

~he ~roject ~ust 
safety raargin. 
from period to 
surplus. 

be able to repay the loan with 2ufficient 
~he Cash flow (chapter 9.4) shows 
period whether there will be any cash 

A cash m~rplus proves that the project will be able 
to serve its pay:nent conunitments. 
One should ~owever preferably have a good safety margin 
to allow f Jr d~v~aticns from the plan in the pnictise. 
rr the aur;lus is 1'3.=ger than the loan repayraent, one 
has a safety :i<irg;n of over 100 % \Yhich is in mo.3t 
c~ses sufficient. Comment on the situation • 

Find out t~e security requirenenta of the bank, .s...~d 
specify ~h~~h securities 3re avail~ble to cover these 
recuire~er- t3. 

~or KiiC ~md ;:;.:?:P loans, the securities within the 
prcj ect i ::"".::l f ·:;ill !lO.r.? ally be S;.Lfficient. For 
~easibility lo~~s and l~e scale loans will regularly 
i~depend~~: ~ecuritie~ be re~uired ira addition. 
:::_ :h ~e:c·.ir:. ;;.:.:.:: :::::I!'.",-:.lly ::-.eans tbat t!!e bu~k will t~~-~ 
a charge o7er a piece of property as a security object. 
The bank will bet a document shoving that they can 
sell the property to repay the loan if the loan will 
not be rep~id .q,3 s.greed). 

~lots, b~~lc~n~s, i~dustrial properti~s, sr.~re certific~tes 
etc. use to be acceptable securities as long as :here 
':\re no c1:::.:-€e O"Ter theCT 11J.lre.a<!y. (At ti"'!es a 2nd 
ch~.:-ge i3 ·icceptai>le). 

rhe loan will norm~lty be limited 70 - 80 % o! the 
value of tte ae~urity. The value depends on the 
v.cil11atio~ of the ba.~k itself, ar a value certificate 
rr.~de by a pro!es3ion~l vsluer ac~epted by the b~k. 
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9.J PRCFITABILITY Z3TTIUTE. 

A. Gen-::ral. 

The profita~ility esti::late should on a yearly basis 
show t!:.e 3·l:.1;.s :::·~venue ar-d the running costs. ~he 
~i!."'er~r:ce iS t::2 profit. Ecor..oa;ical profitability 
pa~~~c!"S =~Y be calcul~ted on basis of the 
estL:ate3. 

Tte ·::.i,;: of L~~ :Jrofitabili ty esti..:u.ate ia first of all 
tc, sho·.·r ~hoe profi ta.bili ty ani tne safety of the 
project. t~: it is as cuch a budget with guidelines 
for the entrepr~neur to r..m the prcject, and ~ b~ais 
for pr3.cticzil ·.&nd f~ancia.l dispoaiti~ns. 

B. Ez.pectan.ce ';;J :;he yearly prod~ction progra."Tuae. 

The ~rc:it~:~lity esti~ate for small scale projects 
sho:ild. t~ c~l~ul.-.i tcd for .3 years. For larger projects 
o~er rt~. 1CC ~illion the profitability should be 
c:?.lcul3. ted f .J::- 10 ye:?.rs. 5.nd '.'!lso so::?e further profi ta
tili ~v ~ar ~-=--eter.s .-:>hould be calculated. (i~ot ::ientio:-~ed 
here): '-· .. , 
Start of ~e~ ?rojects is difficult, one must learn the 
production and the ra::mage~ent, learn to operate the 
i:lachines !nd tr1in new o~erators. Mistakes will be 
done, :n"lchi::ery will fail 3Ild ;rlll ::eed a.djustr:ient. 
To be .-::now '.!~C. get confidence on t:1e :narket ta.kea 
time :i.nC. ·ll3o to find the right customers. i.:any 
unlcl0·.m. orcbl~~s will ari3e :lnd formalitie3 one has 
not been-:~::iciently ~~are of may hincer the operations • 

.;onsequentl·:.: ·:me sho:.ild r...:•1er expect being 1ble to go 
into full procuction from the first year. How quick 
it will go to rc~ch full production, and which percentage 
one should ~::pect from the start depends mainl:t" on: 

the coc.peti ti on \Jn the oarket ~nd the f i t;--• .ass 
ot i.he .P?"'Jduct. 
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c. 

the complexity of the production, 3.D.d 

the drive of the management. 

Under averabe conditions can be estimated: 

1st year 

2nd year 

)rd year 

These .fisures m9.y be adjusted individually for each 
project. For further years one may of course if 
shift production is not utilized, but considered to 
be a realistic possibility, budget with some 
further i~:rease in the p!"Oduction. 

Projects. 

If the pro~ect is an expansion project, i.e. that 
some sort of production has already started, give 
also the breakdown. of the existing costing. 

Hence i:i t!'.e l'3yout (p~ 152) in fro•t of 1st 
year, ~dd a."l.ot~er (;ultliin with. the a3Jlle sales and 
cost co:a?O!'!e::ts, detenin.ed as "existing situation• 
er "l~st year cefore the extension". 

In this col;.ur.n you c:m r.iake use of adjt:.sted figures 
fr0m the profit ~nd lJss account of the company. 
I! no pr0per ~ccounts exist, build up the costing 
ba~ed on i~terview with the entrepreneur and 
based on the ~dditicnal calculations you will have 
to do. 

D. Monetary Value. 

One should expect that the inflati\>n will continue. 
It is possible to make adjustmentf in the project for 
decreasing value of money. Taking all possible 
considerations into account, such adjustments can became 
very complicated and still the results will not be 
relyable. 



E. 

~e have found that it is better to base the project 
on the existing v~lue of the rupiah throughout, well 
knowing that this strictly speaking is not correct. 

Onl7 if a definite price increase is expected in the 
very near future,one may base the project on these 
changes, but must then be a.ware that also C\ther 
costs or prices may change, possibl1 as a conse
quence of the first one. 

Not compensating for price increase, will first of 
all make the capital costs, the depreciations and 
the interests heavier to carry in the future than what 
the1 reall1 will be. Hence it non:lally carries 
extra safety not to compensate for the cost increases. 

~he Cl&ngers connected with possi~ increase in the 
prices of major raw materials may.Judged under a possible 
sen•itivit1 analysis or in the co~cluaions. 

Fixed and Variable Costs. 

It is very necessary to distinguish between fi~~d 
and variable costs and to 3eparate them under different 
headlines. Only in that way can one get a reason
able economical picture qf the :-roject with knowledge 
of the break even point '!did the safety ~argin. 

a) Variable Costs are those which v~ries in 
ratio with the fluctuations in the production 
volume. These costs will no:rmally include: 

Raw materials (a definite quantity is required 
for each product). 

Packing cateri~ls and consu.~eables (v3ries 
also in the same ratio even if not 30 directly 
related) 

Wages to process operators. (This is correct 
to the extent that the no of operators will 
go dow.n when the work becomes lese. 
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:ssencial operators with special skills may 
~ot ~lways be released even if the produc
tion volume goes down. 
(It hence can be correct to group some such 
w~ges as fixed expenses). 

Electricity for the production~ (Only the 
possible limited part of the electricity bill 
which will remain when there is no production 
can be considered as fixed expenses) 

Tr~sport of raw materials and products (These 
~:-e variable costs to the extent that the 
j0urneys must not be paid for anywayj. 

Sundry maintenance costs. Some maintenance 
m~st be done whether the production is running 
or not, or must be done similarly whether 
the production is high or low. Those are 
f:"'...xe-i costs. .mother part of the oaintenance 
which is de .Jendant on ·.ivear should be 
considered as variable cost. 
( .3. g. for a stone crusher the wea.rL;.g out 
of t~e .jaws can only be considered 9.s 
'l~ri~ble costs). 

b) Pixel Costs, are those which does not change 
i~ the production volume goes down. 

", 
'I! 

If ·;::e prod~ction will be incre9.sed out over 
:he i~~e~~ed capacity, ~ost of the fixet costs 
will increase, but in that case they will 
f;enerally remain fixed on a higher level if the 
~ro-:::.:ction '.lgain goes -io'i-m. The tel . .rr., "Fixed 
:c.J:s" does not mean costs which can not change, 
cut iz rel~ted to whether thay generg.lly will 
!"c:.;?.in ·.vhen the production volume temperary or 
::.ore penn.'3.nen t goes down. One ·:till bear in 
:'li!1d th~t the 3im of determining co3ts as "Fixed'' 
is · tc ~:c:ter;.:ine the cost of the :Jroduction 
on ~ lower level than normal. -

If the fixed cost• tu.ms out to be dangerously 
high, it should ~~ain be investigated whether 
one shvuld start the project in a smaller scale. 
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The fixec costs will norr.Lally incluie: 

Salaries and fixed ws.ges. {For all staff 
which will remain employed even if the pro
duction goes down to a minimum.) 

House rent, Insurance, Audit, .uepreciation, 
Interest on tixea. cost.(iven if it can be 
argued that depreciation and audit may be 
slightly less at a lower produc~ion.) 

St!itionery, postage, telephone ::md other 
office costs, travelling, sales costs, 
professional services, are also considered 
fixed costs. If productiun goes down,one 
~ay even be forced to i~crease these costs 
in the efforts of increasing the s~les. 

The non-production. ?art of electricity 
::md w~ter, ~aintena.~ce, t~e further 
tnnsport :J.ctivities1are costs which to 
some ext2nt vsries Ni.th the production 
As theze variations are only~lir.~ted a..~~t 
re~~ted to the variations in the ?reduction, 
such costs should be considered as 
fixed. 
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Lay- Cut of the profitability esti:ute. 

Production quantity in ~ of fu11 
production 

Yearly Cost in 000 Rp. 
i 1st year 2nd year ~rd yea.11 

50 ~ 100 % 
Production of quantity in no units --~~~---~~~~+--~~....., 

1 Total gross yearly sales in Rp. 
2 Less sales income reductions: 
3 Sales tax 
4 Transport of products 
5 Discount to customers 
6 Agent cocmission and/or other 

specific sales cc3ts 
7 Add possible export incentives 

or other governmental 3Ubsidies 

8 
9 

10 
11 

Uet sales in Rp. rer yeg.r 
(total sales less sales income 
reductions) 

Vsriable Costs: 
R3.w materials 
Production w3ges (with social 
costs) 
~oyality to know-how p~rtner 
Packing materials 
Consume:ibles,lut.ricaats, 
acrasive3, etc. 

12 
13-14 
15 

Electricity for the production 
Fuel, water 
Transport cf ~aw materi3ls 
Production rel~ted mainte~iance 
Other variable costs. 

16 

Total variable costs 
Gross p!"Ofit (Net sales less 
'Variable cost) 

Fixed Costs: 
Salaries and fixed wages 
(with social costs) (See 
Par:I. 7.4) 

17 Rent of Builling 
Electricity (Fixed p3rt 1! ~ 

, 

- Maintensnce and repair 
(plant and building) 
Vehicle expenses 
Other transport expenses 



20 - TravPlling expenses 
21 - Office expenses, with postage, 

telephone 1and stationery 
22 - Sales Promotion expenses 

(sales material, exhibition 
fees, advertisments etc,). 

23 - Audif; 
24 Other professional fees 
25 - Insurances 
26 - Depreciations (Spec!ry) 
27 - Inte:-ests 
28 - Eank charges 
29 Sundries 

Total fixed costs 

:;et profit (gross profit less 
fixed costs) 

JO - Corporate tax 

:~et profit after tax 

31 - Bre9.k e·;en pQint (%~' 
32 - Profit in % of net sales 

(tef Jre tax) 
J) - ~et~rn on total investment 

(after tax) % 
34 Total employment (no of 

persons) 
Total Investment oer 
employee (Rp./person) 
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G. GUIDELDIES O;..J COMPUTING OF TEE ZLE!.IBITTS CF THE 
PROFITABILITY ESTIMATE. 

1. Yearly out-put. 

The sales volume will remain the same as th~ production 
volume as long as there are no increase in the volume 
of product stock. Nith increased production, stocks 
may possibly also increase. 

To make matters simple, we can throughout expect the 
volume of produ~tion and sales to remain the same. 

2. Sales income reductions. 

Some costs ~re so ~irectly and closely related to the 
sales '3.Ild h1ve so little con::ection with the pro~~c
tion that it will be more correct to deduct them 
from the sales income th~ to ~pecify them un.de
tixed or variable costs. 

Sales income reductio~s will :lorr.1ally ir..clude s~les
tax, prcduct transport, C.isco;.u:t to cus-:;omers '.lild 
possible 1~ent commission. 

J. Sales T~x. 

Sales tax will now and in the future be calculi.es 
as a value added tax. That me3.!ls that the com9:illy 
will pay Sales Tax of the sales v1lue of the pr)duct 
after deducting purchase value for raw materisls 
and ~omponents. 

The valu~ added tax is in general 
exeptiona for certain comccdities. 
products may h~ve 3ales tax reduced 
increased to 15 %. Some luxury 
charged a maximum of 35 •· 
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4. 

~he ~~~;~ ~~x is not a regular expense for the company. 
l.t is ·3. surcharge 'to the price of the product. Tl:e 
price ::.3.y be c3.lcul1ted including or excluding sales 
tax. 

If sales tax is excluded from the price, the customers 
will ~~ve to pay the tax amount extra, and th~ money 
will be kept until paying the tax. The sales tax will 
hence !lot affect the profitability of the project at 
all. 

:r slles t~x i3 included in the calculated prices, than 
the to:::.l yc.1rly amowit of sales tax must be d~ducted 
frora t~e 3~les as a s~les incom~ reduction before the 
net 0~les can be calculated. 

Trans~ort of products. 

This cost 3hould be deducted from the sale2 cnly if 
freight i3 includ~i in the prod~ct price i.e. if the 
proc.'..:.ct3 ire sold on ot'.:ler tems than ex +-~ctory. 
If o!'l.e '..lse O'.'ffi ve!-!icle for the transport o:ie i:a2.y rather 
spe~ify t~e costs '..l.Ilder fixed expenses. 

For pro·i;.:~ts \Vtich ~:ce exported :?.C.B should be 
ded;.icted. :oca.l freight up to the harbour as well as 
cle::t.ri;~g __ ._'1d :Jhip loadiqg costs. '?or product:::i offergd 
G. I.? :"creign harbour, ~~hould also be deducted sea-
freis::. ~ :.:!.d in.sura.nce. 

5. Diaco:..t.~: to Customers. 

It is ~~r~~l th3t cer~ain type3 of customers cet 
cert:\:.:i C..i;gcounts for di.fferent purchase quantities. 
:U3o it i·:- '.'!0:.1eti:.:es ~or.nal to e;ive 3. ::?peci~l discount 
ot e. £• 2 ~~ frir c:1sh payment. As these discowits 
'.ire not 3J'l ~ven figure, it •Nill be necessary to 
calcul3te the aversge rate of discount and to deduct 
this fro~ the sales figures. 
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6. Agent Commission a.~d/or other speclfic sales costs: 

If the price has already been quoted ex factory or been 
based on the prices which actually will be charged 
from the factory, no deduction should b~ made for resale 
profjts. 

Still however it may happen that one fully, or to some 
extent., u.se agents for collection of orders. Such 
agents will nonnally be paid a coDII:lission which is 
not reflected in the product price. This commission 
can amount to anything between 2 % and 15 ;. 

If other sales cost occur they C3.Il be deducted as a 
certain p~rcentage from the price,rathe~than calcu
lated as a fixed costs~ E.g. some luxury products 
as cigarettes, beer, per.!t.l!!l.Ps etc. are loaded 
with a special government fee to be deducted. 
Such costs are based on the sales ?rice or the 
sales volUI!le ~nd not on the prod~ction or t~e 
:. reduction volume. 

1. ~xport Incentive or Subsidies. 

On export of products made in 1ndonesia is recervable 
from the Government a?h-export incentive. 2 different 
SJstems applies; the '1'rawba~k syste:n t:1at is now 
slowly being replaced by the system of export 
certificate. 

The Drawback aystem allows the exporter refund of 
all duty expenses paid on the raw ~aterials ttat he 
has imported himself. The expences can be claimed 
durin~ exportation, but the refund may be pendir.g 
for o ~onths or nore. 

The system ~f export certificate allows an incentive 
dependant on the comodity within a range gener~lly 
between 2,5 and 25 % of a value for the product 
stipul~ted by the Government. 
The incentive is not directly related to the 31nount 
of duty that has been paid. 
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7he eT-p1rt~r nu3t ~pply tc BPPI c=~dan Penelitian 
d~ Per-gemba.r:b3ll Industri); Directorate General 
!or Research s.nd Development in ~dvance for 
dete~ir.~tion of ~glue and percentage. 
~he release of the payment is quicker. You may 
calculate with 2 months payment del~y. 

It is in principle ~lso pos0ible to ;et governmental 
subsices on local supplies of essential 
coiili!lodfiies. Presently are no such subsidies 
i~ effect for ordinary industrisl products. 

8. Raw Materials: 

Specify ~je sum of raw material3 and componens as 
calcul~t~c under p~ra 7.J, or 9.4. Check that 
these costs for transport, cutt:i.:~, possible duties, 
3.Ila z~le3tJx have be6n incluc~d or will be 
3dded in sep~rately. 

9. Production ~ages. 

1 o. 

.. 1 
I I • 

See t:l~ co:;..:ents u.ncler '--,fi::ed 2.Ild variable costs above. 
'::he !; :it ci!."ication of th\ wages should be avails.ble 
f:·c:-'. t:.:e ~-::-pccific.,_tion unC.er po.r;. 7 .1, the proc.:uction 
p!"ocess, or from the product calculation para ·3.4. 

~;i.terials: 

':o F:c '°'; ::7. ::r: t it i:~ not i:~cluded in the prod'..lct, both 
inner ~.-:.~ outer p:1cking r.ia. terislJ muz t be c~.:..cu-
l '3.ted, ·~r:d if export, 1130 the S?ecial export packing • 

This may include l~bricants, abrasive materials, 
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paints, z,lues, polish, washing meiia, !!nd other 
:n.i!1or i te:-:s ~3ed in production 3ll.d maintenance 
without for.:tL.'1g :iny particular part of any 
product. 

12. Electricity for the Production. 

FLlr ch~r;es a fixed monthly amount according to 
the size o: the in.3tallatL:m, and additionally a 
v~ryable '.l!:lount according to the consumption in 
the period. The rates in 1984 are for Jakarta: 
(as fror:. 1 3 t ~:arch 1984). 

Installation 
C!. ul.Ze. 

Tariff 
Type 

Monthly ~dditional consump
charge ftion charge Rp. /Kwh 
depen- ~ 

; dan t on ~ ~e.l Ni§gt 'bse 
i size of .rate 22 - 8 ° 
/ Instal- I 

I 
I 

: 0,25 0,5 i\'W 
I 

I 
! 0,5 2,2 " 
f 

2,2 J,8 " 
J,8 - 99 " 
100 2·JO " 

I 201 

Household 

- " -
- " -

'-· 

Indus1!rial 

" 
" 

· lation 1 

Rp./K'.V 

2.100 

2.100 

3.680 
2.300 
2.300 
2.100 

70.50 
84.50 

126.50 
106 

! 100 I 
96.50 I 

:Ience f cr all practical Indu3trial purposes one can 
t~ke the ~~3r;es to be 

. • 
per Kwh : 

!lp. 2. JOO 

Rp. 106 

66 
02.50 
60.50 

If as ~n ex.-unple, having 10 K!N installed and conowning 
10.000 i(·,•1h per year the charges will be 
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13. 

As a fixed cost 10 Ka x 12 ~onths x ap. 2.JOO 
= !lp. 276 .000 yearly 

As a variable coat 10.000 Kwh x Rp. 82 
= Rp.1 • 060 .• 000 yearly 

The prices differ from area to area. Please check 
the local electricity price within the area of the 
project. 

How big is the Electricity Consll!lption ? 

Find out how many KW the production machines 
consume averagely. ~ultiply this with the number 
of operating hours per year for the machines, :l.r-~ 
you know bow many Kwh the project xill consume 
per year. ·.'ihen you thereafter multi ply with the 
price per Kwh you know bow ~uch the electricity 
consumption ·nill cost. If the C..ifferent :iachines 
will opena.te at very different ~o of working hours 
you can cal~ula~e the no of Kwh co~sur.ied for each of 
them and add together the total. 

It is for ea~h ~achine specified how ~any Xw the motors 
are. (Sometimes ~he motor size i3 speci:ied in horse 
power (PS). Than multiply by 0,735 and you get the 
no of Kw, which is sligbtly less). 

~, 

A v1or~in5 :rrachL~e will nor.:ially consune :_e33 elec tri
ci ty than t!le size of the motor. .ihen the o.achine is 
ideling, the consumption ~an someti:.:es be do~in. tu 25 % 

of the motor size. The measured consumotion however 
is slightly higher than the effective consur.iption, so 
this m3.y normally bal.ance each other out. 

Fuel: -
The cost of !ual is first of ~11 ~epen~ent 0n the 
quantity of heat which is required. The heat 
req~irement C'l.rl be measured in different ~ays. 
The heat requirements can best be inforrJed by the 
machine suppliers. 
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If no infor.:iation is available one L.sy get a rough 
iJ.ea :'!.bout ::!:-:.e require:nent from the follo':lir..g 
indicitions 3bout the possible heat productions from 
a kg of diesel oil based on a "nor.aal" heat 
util:.zation: 

1 Kg diesel oil can dry away 7 kg moisture 

or m~ke 10 kg steam 

or heat 20 n irc..n to 1000 °c 

or heat 70 n water to the boiling point 

or heat 80 m) air to 200 On 
"' 

or provide 6000 kca.l fo?.· 8llJ' purpose. 

Oil is n.:t the ch~apest type of ruel. One should 
use ti::.e ty:;:e of fuel ·,.,hich becor:1cs :iost eco~c:.lictl. 
This is in '.•d.dition to the co3t of e::.~rgy also 
depe~c~~t en the invest~en~. 

Energy co~:s c:g,n rGt:ghly be compos-::d. ~~ fcllo-.•ra, out 
should. "oe c!J.eckeC. for lo-:al ccmditio!ls '.lriU :?.C.j·.;.3ted 
3.S to the ::-eC"uired levf'l of invest~e::-;: 
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• I 

' I 

I 
t 

I 
I 

; 

' 
f 
! 
! 

Fuel 

. 

Saw dust 

Coal 

Coke 

Petroleum 

Heavy fuma.::e 
oil 

; Sol3.r oil 

I 
I Gas 
I 
I 

I 
I 

Cost I Heat !Normal 
Indi-!Value .utili-

'.zetion cati-
1 on. i or the 

i fuel 
:~ 

: J.200 150 ~ 20 
Rp./ ·Kcal/ 
kg kg I 

' ! 

80 7.500 70 % 
R • Kcal PI I 
kg kg 

100 7.800 90 % 
Rp./ Kcal/ 
kg : kg 

1 50 11 • 000 80 % 
~p./ Kcal/ 
liter kg 
200 19.500 70 % 
Rp./ ·Kcal/ 
liter$ 
220 i 10.000 'J ~~ 
Rp./ Kcal/_ 
liter: kg 

4300 .12.000 90 % 
Rp./ .Kcal/ 
13kg 'kg 

; Electric:. ty, 84. 5ol a60 1 oo % 
i do~estic rate Rp. I ·Kcal/ 
i ' Kwh Kwh 

I Electricity, 
: industrial 

.... :Lte -
Charcoal 

Fire wood 

' 106 ; 860 100 ~ 
; P.p./ ! Kcal/ 
I kWh . kwh 
' 

500 17500 90 % 
Rp./ !Kcal/ 
k2 ·kg 

200 !J.500 i 60 % 
Rp./ !Kcal/ i 

k« kg. I . 

- 1~1 -

Cost re-
lated to 
the heat 
value 
Rp./1000 
kcal 

' : 12 
i 
I 

i 
i 

115 

:11 
' 

' : 29 
! 
I 

131 
I 
I 

! 98 
' 

174 
I 

95 

r ' 'l.:omment 

i Jhere .iYail-
' able. Useful ! 
1 for boilers 
·and dryers. ! 

r (May also be I 

j briquetted : 

: :lr..d ch3r- I 
i coalized). I 

l 
I I EconomL:al l 
fuel :?rices : t 

~ dependant on 
' locs.tio!l. 

- " -! zeq 

: Restric-::ed to : 
' domestic use. 

I 

Gomplicated :o 
~ ·.un. Eigh 
~'1. ves t::::r: t. 

: Soallest i!'l.3-
t ~lla. ti.J!'lS 

71 Rp./ kwh 
:1,are;est ins
tallations 
RP 97 -:p/kwh ~ • .. 
In short suptJ;vf 
Easy clean 
combustion. 

I Prohibited I fuel I 



... 

14. ·.1~ter. 

Cost of ·::ate:r should only be calculated if the pro~ect 
is cotL"l.ected. to the communal wat~r B\lpp;tJ'. 

Ideally spoken, the water consW!led by fixed staff 
c~ be considered as fixed costs. These ouantities 
~re however so low that it is better to consider the 
total w~ter consur..ption as variable costs. 

The co~sll:!ption of ;tater can roughly be esti."!19.ted as 
follows: 

* 

* 

~ater used 2ersonallJ by employees and for 
general cleaning; 
- If water toilet is installed:to m3 per person 

per year 3 
- If also shower(s) is installedl20 m per person 

per yes.r. 

'.Yater for mixing into the products or for cleaning 
ot utensils; 
- In raost c~ses neglectible. 

Water for cleanins. rinsing, drying or wet 
processing of the production: 

3 - For tanneries 1 m /hide 
- Dying of y9.rn Olt textiles 60 x yam .,.,eight 

B~keries ~, 2 - 3 x Dough weight 
- Pruit processing 8-lOx Fruit weight 
- Slaughter houses 10-15 x r.:e~:; Wleight 

::rater for cool in&,• The auanti ties are dependant 
on ho~ ~uch the cooling w~ter temperat~re can be 
allo~ed to increas5. If one expect an te~peratur 
dif~~~ence of ~o C between inlet and outlet~ 

1 l 
1 l 

or 17 1 

w~ter will cool, 50 kcal or 
" " " 0,06 kwh 

7rater per hour will cool 1 kw. 

It the cost of cooling ·Rater becomes too high, the 
install~tion of a cooling tower or a refigerating unit 
o~y be considered. 
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J..I 

The cost of ~~:er is presently ~p. 250,- per m3 = 1.JOO liter. Eence for a project ~ith no process 
w~ter, t~e water will cost; 

if a shower is installed : Rp. 5000 per 

if a w3.ter toilet " 
per 

: Rp. 2500 per 
per 

person 
year. 

person 
year. 

15. Tr~s~ort of r~w ~3terials. 

If tae tr..i!lsport co~t~ will be considerable, collect 
offer for the transport. Com.pare costing to see 
whether it can pay for the project .to invest in own 
me:?.ns of transport~tion (See page ·165). 

::i th the existing rates and prices one ·.•:ill h0\7ever 
verJ !"9.rely find it economical for the projects to 
inves~ in their own vehicle. It will nor.r.ally pay 
much better, rather to invest ir: ~ore prod~ction 
mac~inery a.!1d tools. 

The follo.';ing rates ~ specified from the GoveI"!l.Dent 
for Hi~way transport · for short and long di~t~ces: 
(Jar. 1 3) 

,. 
~or.e I : Java,5al~' and Lampung 
2o:-".e iI ~rorth Sur::ltra, 'Rest 
Su=.atra, md Riau 

:o~e III: 3outh Sulawesi and 
South E~3t Sulawesi 

Fe~ other areas are no 
·::.:i.:ts will seneral~ 
:or :ail~~Y ~ransport 

tariffs deteroined and 
be higher. 

ap?lies : (Jan ·19a3) 

" 

" 

~p. 15,55 
for lu0gage 3.Ild small con-
~ i::;ru:ien ts ]p. 40,36 " 
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16. Maintenance. 

Maintenance can be calculated as a percentage of the 
machine investment. But unlike trades have unlike 
cost of maintenance. If more specific information 
is l~cking you can roughly calculate: 

cype of industry 
l!ainten~ce cost in % of nachinel 
cost for ¥@Ar No, ' ! 2 j3 14 \ 5 ; 6 ; 7 i 8 i 9 110 1 

L Wood work, metall- 1 1 1 
\ 

: wo::-k, garment, and 2,5 2 2 : 2 \2 9 5 2,5 ! 3 J,~ :.,5 4 
shoe production etc. ~ ! .. ~~~-=-~~~~~~~+-~+-~-+-~-+-~+-~~~+---+-~--+~--+~ 

i.. Flour milles, '\ 
b~~eries, plastic 
production~printing 4 

1 

3:5 3,, J,5

1

4 '.

1

4,5 I 5 
press, tex:-cile 
productioi: etc. 

- 3~o~e c!"Ushir..g, 1 

1 l ! I 

6 
I 
16 
I 
I 
~ 

; 7 

cc::crete productio~ · 6 5 ! 5 6 V. '8 
119 

1 cera=.ics, s~w mills! 

1 

I 
1

1 . 
10 ~1 12 I 

etc. I \ i 

Fo::- ~hift production add 50 % per shift ~o~e than one. 

Buil .:.i:lt; _.?.i!". ten3.!'lce (fixed co.: t) ciay be est b::.. ted 
at ~:out 1 % of the building cost for perr.:anent 
builiing, but up to 5 % for less per.rio.nent 
buil :inc:;s. 

17 • ll£! : ry ::-en t. 

~uote the rent a;.~ount which h'ls been agreed ·~ith the 
land-lord as to the le:isc a(;reement. '1ry to 
prevent estimation without knowing the level. 
T!!e costs can vary consider:?.'bl;,r. 
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1_ I 

ta. Vehicle Ezoenses. 

I 

The costs c:ui ~vi th the preser:t prices be csti..":lated 
~bout as follows: 

I 

: Vehicle Type I Car Pick-up j Truck 
. 3 tons 

·Tn1rir 7 tnn~ 

i 1200 cc 1 ton I Petrol Diesel 

?iormal Purchase 12 'i.!ILL. '5 IJILL. 10 llILL. ! 14 llllL ?1 MILL 
Price Rn. . 
Variable Costs I I 

! at 30.000 Km/ : 

! zear : 1 

- Petrol (Rp. 
11.500.000; 2.100.ouo'.2.620.~oo· 6CO.OQ 3501·. liter) j1 .000.000 

- Lubricants I 100.000 120.uoo, 1ao.ooo 2:0.000 230.ooc. 
- Maintenance 300.000 I 500.000 ! ~oo.000;1.500.000 1. 500.00( 

sub total 
: . ; i 

1. 400.000 2.120.000 3.oao.000 4. 350.000: 2. 330.ooc 

Fixed Costs: 
I 

- J.oad License ·10.000 i 50.000 
- Insurance J?0.000 : 200.ouo 

! - Depreciation, ; 
l 20 ';iJ :2.400.uoo : 1.000.aoo 
; - Interest, 1~ 2.160.000 . 900 • .::,co 

ao.ooo ~ :,o. :zoo: 
400. ooo ~oo. uou; 

150.00C 
;ou .. oc.:. 

2. 000. UOU 3. 400. COU: 5. 25rJ. UO-. 
1.800,UOU ),0~0,'JUOi 3. TlO,UO.. 

I Total J!'ixed 
i costs .5.ouO.O"..,Q 2.150,000 4.280,0UO 1.1UO.OOQ 9.b70.00l 

; ·i:o tal snnua.l ~' 
: Cc·sts at JO.OvO 6,400,000 4.270.000 7,360,000

1 

11.450.000. 12.000.ooc 
i 'Km/year. 

I Costs in kp. I oer kilometer: 
et 10,000 

: km/year 546 285 530 855 1 • 27': 
I 

, 30,000 km/year , 21)' 14z: 245· 382 40C 
: 50,000 " 1461 114, 188· 287 27~ I 

100.000 
I 

" 96: 92' 1451 216 17· 
200,000 " 871 a1! 1241 1~ 12~ 

I 
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Estimate how ~'.lny Km the intenced vehicle ~ill be 
used per year J.nd co::::ipare the co,>tG ·.·1ith hired 
transport. If own transport becones che:iper and the 
vehicle should be included, you ~ay, llllless investigat~~g 
raore individu~lly, use the above figures. 

The co~ts include Interests and depr~ceiation. If those 
costs are slready included sep3ra~ely in the pt"Ofita
bility esti:nate, do not include them again. 

19. Other transport e~penses. 

Transport of raw ~~terials anc products is catered 
fer ~hove. If the project does not have its own 
vehicle, transport other th~n for ~eterials and 
pr:>ducts should be specified under this paragraph. 

20. Travell;_fll:< expense~. 

?he man::!.t;er, possibly a sales ra?.n .. md th·~ t€chr.ical 
le~der of the pro~ e.:-:t will have to tr:ivel, t0 ~entral 
areas, to the ct:3tc:iers a.!11 to raw ::nterials '3Uppliers. 

' 
.Pind. out how !!!any trave:tli~g days should be expected 
per year '.?.:-.d c.'1l~ul~te tr3.Yelling co:;ts, food a!".d 
comr.:o C..a t ion. 
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21. Office ~xne~ses. 

Estimate the costs base~ on the following general 
suggestions. 

. 
'tationery!Postage ~elephone Total Type of project! S9.les 

volume .000 Rp/ 1000 Rp/ 00 Rp/ ! 000 R 
I 

:1 ye9.r iyea:- 1 ear · /yes.r i I Rp/yetir 

1Project 71hich 
!has direct 5 million: 20 10 
1contact I 

~th local . 10 " 40 JO 
jCustomers ; 50 " 80 40 100 
O:lly 1)() " 120 50 200 

!Projec"B with 
ii 
If 
ii 

I 25 :nillion :: 80 40 12C I 
I 
:cc..mtry wide 50 
I " 120 60 200 
~ales : 'DO n 200 100 400 
i 

:~o 400 600 " 200 

These figures ,..,.,,... ... 
J.u;j..j 

" . ~, incre 3e: 

if the number of custor.iers is high 

if the nuober of er.1.ployees is high 

if purchase is from many sources 

if export 9.!ld/or inport is being coue. 

22. Sales promotion exoenses: 

Resale profits, ~gent commissions ~nd tr~valling 
expenses ~re catered for as sales income redActions 
above. 
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380 l 

100 I 
I 
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I 

23. 

The gales pro::iotion expenses incluce other expenses 
9.S printing of leaflets, advertise•:i.en ts, t:·:·oduct 
ceconstrations, exhibition fees, product samples, and 
othe~ sales promotion expenses. The sales pro~otion 
expenses include tne costs invo! ved in inforn!L"lg 
about the products, but does not include the costs 
involved in the individual sales orders. 

Sales promoti~n eApensea applies to public oriented 
products, especially new types of prod.uct3 which must 
be rnaae known to t~e users. 

enless the competition is very hig.h,tte costs will 
c3inly apply th2 first year but p9.rtly also the 2nd 
me )rd. year ·.·rhen the sal.es L~ e~-:pected :o 
::ncrease. Indication - wL~e the co:; ts ~-~·~y be ?_s 
follcws in Rp./jes.r: 

Co:npletely new product .-1. ne:,·; br.1nd to she.re 
on the market. :re the :-: ·:>_r~-= et "!ii th 
cor.ipetition. existi~i; prod.uc•-5 

Plan!led sales 100 mill 500 mill 100 o.ill I 500 mill l';olume J.p/yeq,r P.p. Rp. 2p. I P..p. 

1st year 3 mill 8 nill 2 r.1ill I 3 ffiill : 
2~d year 1 mill I 3 :nill 1,5 ii1ill r 2 mill . 

I 3rd yeg,r 0,5 r:ili·,. I 1 2ill 1 mill 1,5 mill 11 I --

.:~udi t: 

.i. limited. l~:.ible co:np'.3.ny L~ by law fores cl to c;et the 
~ccounts ~udited by a reeistered su~itor. A priv~te 
co~?~ny or ~ p~rtnership ~re ~ot fc~ced to h~ve 
their accounts ~udited. 

3ven if t~cce snsller companiea do ~at ~l~~ys ~e~p 
~ccounts, they should very much be d.e: .. ::?r:dcd to do so • . ..,. t t. . .:ney may a J.::J.es_ re 11uire sor:ie r.i.llr:i-:;"';~n.~e in keE:ping 
"~e accounts, but tnere are n"' re~3or..s to .r-tcuire the 
accounts b~..L.•tg audited. · 
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Hence no :r~d.i t !'ee should be included, other than for 
limited .::JtGp9.Ill.es. 

The size o~ the audit fee depends on how well kept 
the books ~re, and consequently how uuch work will 
be i.:-~~!ol 7ed. 

Generally it can be expected as follows: 

; Sales i..11 ?..p/yea.r If account3 are If accounts 
I not well kept well kept i 

are 

I 25 llill auditing no.lTilally not required. Under :Jn -... ~. 

~'-"\ 50 Mill Rp. 200.000 Rp. 100.000 .:.. ·t" • 

=I" 100 II Rp. 300.000 Rp. 200.000 -·.::-. 

--- 2CO n 1p. 4co.ooo R.p. JOO.COO -~!i. 

...,_ 500 " Rp. 600.000 Rp • 400.000 ... -... ~. 

24. Other F~ofessional fees. 

This :ny :.:::c~ 1.lde ~ngiue-e.rs' fees within prodi;ction 
gui~..:...~ce, ;ro~uct development ~~~u project preparation, 
lu·:::,-c r:. fee3 ( -md ~oul!t expen3es), establishment of 
agree~ents, debt collection, solving of disputes, and 
possible s~chitect fees for building problems. 
Gc~urenca of a~ch expenaes will depend on the nature 
and t~e complexity of the project. 

25. Inau:-·:u: ce. 

Fire insurance is compulsory for ~11 companies. 
The rates ·:.:.i.ries greatly from one trade to an other. 
The ~ates ~re al30 extensively dependant on the 
~~t::inC.·i.:•l cf the production building. 
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Rates for &!lost indust:::::-ies are specified in appendix ) 

26. Depreci~tions • 

. Ul as3ets or the froject except l::ind re.iuce in value 
over the ti~e. 2he reasons for 3uch decrease in 
~alue i~ not onl~ ·,ve:-r, ?ut. also "\:~::it they in. the 
:t,;.ture -.::.ue t.J ;.1ew tecnno.Logies :·.u:,· :ecose outaated. 
-~he ·;;e.J.ri::.s out is ~owever the nai!'l factor. 

The r~te of depreci~tiou should he~ce je deterr.tL~ed 
in correl3. tion with ti:e ·:1earing o:;.t ti."Je, or at le::ist 
the :-:;e::::~ :"'.i.u..1t be fully depreci3."ted before tb1e i.s 
due for ti:~eir e:-:c!" .. a..r..6e. t:ornally the deprecia.ted 
i te;:ts 0:;i~l re~. ~in ·:::.th g, rest or s ·:rap V3.lue for ~.vhich 
.I-he~ ~ ~ ~ }, - ~01 ~ .... ·,,.,n +t-.ey ""re ).·.1.0+ ..,.,"\.. lons::er s·~i· tr!ble " .J ....__:, 1.H:: ·:> U ,..:.!(; \lh - v ..-. • ., ~ -- -

for ~::.e ; !'C < U·~tion. 

Depreci~tio~s ~ill ~ot be p~iJ on ye~rly ~asis. But 
they ~:-e, ~-.;en so, as real e::-:pense.:: ::.s :lny o~her ex;>enses. 
The expense occur in the form of decreased value of 
th~ goods, and at the time of exchange of the worn 
out equi:.;r:1ent, t!:e2e expenses must ..ie paiC. in the fo:-:rr 
of re:::e·::Ei e~uic~e:1t or in other ·,71ys. It therefore 
al30 is neces3ary to accumulate fur.dz within the 
;il"oje(!t fro;J. ·.vhi.:::h reinvestmeuts can be paid • 

..... ., ,. 

·:'he ~:Lt~ :. f C,.;pre ~ ist. tio!: will 'l'."'l.'!.'j' ·:ri th t:-ie type of 
ef!ui_::::e:. t "'..::..:. ~~:-: c·:te!l t of i..lse. I:iste:i~ of follo·:1i:ig 
the ~o-:.;:..: .. :£.:~t~l ::-1.te.:J for pezmi ttcd. depreciations 
in tte ~~ccoll:!. ts, ·::e •:1ill ra tiJer C.e-:e~ine the 
depreci.t~~nG o~ basi3 of nor::~l ezpectable minimu.~ 
lifetL.~e f0r the equipcent • 

. ~:: ~ :~.'..::ed. :;er~e!'l t .:.ge of tl:e b3.l3..!:.ce o: the 
cepr0ci~ted v~lue, 

~3 ~ fi~ed perc~nt~ge of the original coats, 

or ~J dividins the investnent equally over a 
nu.::1ber of years corre.spondL~6 tu the lifetime. 
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Cf these, the.last method is the e~siest to determine 
correctly and to use. It also will show better 
profit for the project in tt.e first years when the 
economy ~f the project norm~lly is more difficult. 

We may use the following rates for depreciation, 
but please adjust the rates for expected special 
long or short lifetimes: 

Permanent builci.ings in concrete 
Semi permanent buildings. Buildings 
with wood, steel and iron sheets 

Temporary buildings 
:F•:miture and inventory, office 
euuipment 
Technical installatio~s in 
permanent buildings as boiler 
installations, air compressors, 
ventilation, 1nd refri~eration 

Iiormal production nachiner.r 
used on daytime only 
r.:achinery used on 2 shifts 
I.iachinery used. on 3 3hifts 
Specially heavily weari~g 
~achinery1 whether on d~y time or 
on shift (e.g. stone'cr~.shers, 
cor:crete machinery · etc.) -La.!"ge !iand tools, &iectrically 
oper~ted hand tools 
s~all hand tools 
;.;3.chi..."le tools 

:.:otor vehicles 
;ractors and trailers 

27. Interests. 

50 years 

30 years 
10 years 

10 years 

15 yea.rs 

10 years 

8 years 
~ 

o years 

5 years 

4 ye3.rs 

3 years 
0,5 - 3 years 
5 years 
8 years 

Interest of equity capital will not oe calculated. 
(Instead,, the proj e·.: t w·ill ~lhow the re tum on equity, 
i.e. ·.1hich interest tile equi·ty capital is .. ..:xpected 
to earn ·.vhen invested in the project). 
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Interests arr overdraft and on ~11 lo::ms must be 
c:ilcul::i.tea, not only tl:!.e ;::i.ajor bank lorui. 

Interest on the loann should be specified ~t the 
rates they actually will be paid at, and al20 these 
interests will decrease as the repay:nent of the 
loans are progressing. 

Overdrafts or working capital loans will often be 
given at s slightly higher rate of interest than 
other loan3. The inte:est \vill be calcul~ted from 
the balance from month to month, and will therefore 
vary with the size of the business activities. 
Interest of overd1~ft loan may therefore be considered 
as variable costs. 

28. Bank Charges. 

Bank ch:i:::--:es are leciger fees, fees for pa.y:nent 
tra._nsactions in forei&n currency, a::id. 30::1etir::e3 a 
fee for cashing of cheques from distantly located 
banks. 

1I:hese ch:irge:; 3houl~ be C9.lcul:1ted for projects having 
a hi~h extent of foreign tr3.llsaction::; out 3.lso for 
projects having oany ~isbursements/ payments over 
the b~n~. ,, 

29. Sundries. 

Different expenses,not pos~ible to ~ention 2bove,will 
occur during the operation~. 1his includes entertain
ment,litter:iture, etc. Add :-:i.bout 5 ·;j of the- fi:-:ed 
expe~seD for suadry expenses. 

JO. Corporate Tax. 

The tax is 35 % of the net profit as a flat rate. 
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If the project during the initial ope!"9.tions •vill 
make losses, such losses ~ay be carriet for~Prd 
and deducted in later years profits1 before cQlculating 
the taxes. (To be applied to I.!inistry of Finance) 

ExaI!lple; 

1st year 2nd year 3rd year 

Ket profit (loss) (J00.000) 100.000 

1 
Met profit after deducting 
earlier losses (JOO.COO) (200.000' 

Corporate tax 35 % 

Net profit after taxation (JOO.OCO) 100.000 

31 • Break ~ven Point. 

Determine the bre~~ even point for e1ch ye3r as 
follows: 

500.000 

300.000 
105.000 

)95.000 

Bre:i.k even point iL. % --= 
'I! JI 

1ixed co3ts in 2p./year x 100 

Pixed c0sts in Rp./ye~r + profit 
.;.,., ~P I ··e·~...--.a.... •• • J ~-. 

The break even point tells how much lo·::er the sales 
can be before the project will cake losses inste~d 
of pr'Jfits. 

You may when you find it U3~ful, C:r'l~·r ::i bre_\k e-:en 
diagram for illu3tr~tion as follows: 
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)2 • Profit ~~ ·;; of a al ea. 

Divide for each year the c~lculated profit before 
t3Z, with the ~et ssles. 

~his is the nor::!al profit Jtarg:L"l for the project. 
The ~'e!lrly profit percen tase ia dependm t on how fast 
the capital revolves within the co~~p;.!.ny. As the 
ca.pi ta.l nor:::ally ·:rill revolve a fe".•1 ti.":les in a year, 
the r~turn on ca~ital will nonn3lly be higher thsc 
the profit or!. the sales. 
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))• ~eturn o~ investment. 

Find for es.ch year return on total invest:aent by 
·iividing the net profit after tax \Yith the total 
invest~ect including working capital. 

Find in the same way the return on equity by dividing 
the sa.~e profit with the total contribution of the 
entrepreneur. 

34• Emploype~t 'l.!ld Invest~ent per em?loyee. 

Specify the nW!lber of perso:!s en9lcyed or -.·;ork.L."'lg 
within t!le proj ec; from year to year. :-r:e fixed staff 
~::ill nol"'!!".g,lly re~-3.in unch~11ged or -_,:i th .J:::all ·:ll ter'1. tio~s 
fro~ year to year. (Seep~~~ 7.4). 
The vari:i.ble staff ":'Till nor::.3.lly varJ i!'! ra-::io -:iith the 
vol~~e of production fro~ ye~r to year. 

Find ir..veatment per employee by di~ici~& the total 
investne~t in Rp. including working capital ttith the 
total number of persons for each year. 

Inve3t~e~t per employee should 1lw3y3 ~e ~s low as 
possible. , ,1 

PRODUCT CALCULATION. 

F1:oduct C9.lcul~ tion is re r:!1ired when s~·:erql pror~.·~cts 
will be :i:i:n:.f a.e;tured '.llld ·:1l.en ::id. teri 3-l co~ t;> l!:d 
operation costs have not been deter::ii!" .. ed other:1ise 
(Pa~~ 7.3 and 7.4) 

The purpose of the product calculation is~ 
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to show how costs and profit varies from one 
product to another or alternatively to determine 
prices and profits. 

to determine machinery selection and to calculate 
the loading of machinery and operators. 

to compute the best possible production programme. 

at full capacity utilization to identify profit 
related to loading of the bott~e neck. 
Through that to opti.r:iise the production programme. 

A. cases when normal product calculation is not adequate. 

'.i..'here a!"e two cs.ses vmen a ;>rodt~ct C'\lcUl~tion is not 
required: 

!. i! only one product is made anr the costing is 
sur :·1ciently eviC.ent from trtr; profi taoi.11 ty 
estL:·.i te. 

lI. Ir no fixed production prog.ri::' ... -ie e.:-:ist. 

' .tro;; ects er.:lo:;ir<{:ute; on <!!: te=eat ki~ds of zervices or 
rnaki!'!J; ~ro :,~~cts o:-i customers requests c:i.r.. :i.: t r:e 
cost-calcuLated for the different products. ~his 
situatio!l can te solvea in 3 d.i1ferent ·:;ays. lSelect 
whichever raethoa seems most adequate for the case). 

a) Selection of one or a rew examples or products. 
~alculate ~s if these representG the ~hole 
~roauction ana ba3e the p=ofitability on these 
costs an~ prices. Be aw~re of that the use of 
materials -1!la tne .J.o~v:ing or the procuction 
pl9.llt i1lay not oe fully representative. 

b) r.~ake use of key-1·1gures 3.lld nonnal-!":itios 
1Nhen i·i; is mown 1rom 3everal similar projects 
how the costs are aividect on materials :md 
labour !lllC1 :.·elated to sales prices, the co3tl.ng 
can oe ouilt up accoraingly. 
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·.rhe raethoi.t is so tar uncertain that it should .lnly 
oe used tor smaller projects. lt wiJ..l also tie :leCe.Js3.ry 
to maKe use 01 aata collectea 3.n.d co~pared rrom a 1ew 
projects • 
.Lndonesi!Ul statistics tor ::;mall ::>cale .Lnaustry or 1 9'{9 
from central bureau of Statistics contain 
average figures for small scale manufscturers d.ivided 
on 108 di!1erent commoaities, dividea also on the 
different provinces. 

The statistics 3pecifiea the costs g.r:~ tn.e I.i~:res on 
~he followL~g costs elements: 

Wages 3nd salaries 

!taw materials 

Electricity 

FueJ.. 3na lubricruit 

rackaging n~terials 

utner materia~s 

Repair and ~31n~en~nce 

ln·:i.ustrial services receiYed 

Rent of oui.J..c.i::.gs ·1:1.d !Ilacni!1ery 

vtner e).pense3. 

'i'hi.s i3 rel'.:l. tea. to figures for ProC.1..lctl.o:! volu:ne and 
others. It is verJ ~uch recolllr:!ended to nake use of 
this 3tatistic m~teri~l for the cc3t estL~~tions for 
such projects. 

c) J,:g.ke u~e of hour-rates. This applies to serv ~ce 
":orksha!}s C?.n . .: to project;3 working on o.:-ders -.·1l. ::-.c·.it 
~ny p~~ticulsr production progrrunme. A hour rate 
should be established so that one will be able to 
cover the vari9.ble ~nd fixed expenses of the profita
bility astimate, giving a profit in t~e r9.Ilee of 
10 - 20 %. Materials should be invoicec. brised on its 
actual costing + a rc~~oneble prolit. 
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One !:lust f•Jr s~ch c9.ses, in detemining the '.1')ur 
rstes be ·l-:19.re that !'.lot all wor~ing hours are possi'Jle 
to invoice. Some ti::le will be used for inten1al 
purposes a'l'ld some h·Jurs ·11ill not be possible to sell. 
Deper.dant on the prcject, one can estL~ate it being 
possible to invoice between 50 ~ and 80 % of the 
wor:·dng hours for the production operations. 
The viabilit7 of such projects can be detennined 
by comparing the hour rate, the services and the 
load factor with other competi.!lg projects within the 
tnde. 

B. L~yout of the prod~ct c~lcul~tion. 

Prcd.:tcts :rhich 3.re rel'ltively like in. rer:ui:?.·er::ent to 
!!!~terials ind process,!:lay be c:?.lcul3.ted in the s~e 
fcrm or ta.b::..e, with sep~ra te ·~olol;ns for t~e 
au:mtities ".l...'1.d cost<J of tee iifferer!t orc--:ucts. 
Pro :.Llct3 ·;Ii th very unlike requirea1en :s ~:in i::ettc::
be c~l~ul~ted in separ3te ~h~rtg. 
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c. l'rod:.ict Go ~t ;:~lcula.tiol!. Chart. 

Product: 

·~ . 
. "2 
! Cl~ 
'r-i t: 

Cd CD 
~i:::: 
Jo. 0 
G1 '1.. 
I~ e 

IC o 
=~ 0 

~·~~ ter!.1l Type 

I 

l 

I 

Qiiiritity! Price per1Tot1! 
and ur. it : unit , Rp • j 

I 
' 

; 

: 

Total direct materials and component3: 

-·-~· 

Add incir~ct v~riable costs related to ~~teri~ls 
consumption. ~---. ---=-~-------

Cpe- Machine :~c. of Working Coa~ oe~ 
r·!.tion · C".'lerators ti.!!e each ; man hour 

'~·,---------!.~ ~ ~ ;;;;...-----------~--------------...... ------+------~ Io lO 

!,8 VO----~-------------------+---~----~ 1 e 9,__ ________ ,__ __ _ 

I~ a. 
I 

Tot~l Ji~act l3t~ur,costs: 
~dd i~.:1r0ct v~~i~t~~ ~03t3 rel~ted 

to ti:: e opera. t icn::-J =t ._ _____ ~_"=---------
Total vari~ble costs per product: 
(~~~er ~d~i~~ pos2ible roy1lty or 
l~t:.-.-.,.. ''-'"1·.,:...io ~co•a) J -·~ ... - ·- ....... __ ...... .;.-,\,.~ 

L":T-; '. .. li:::> ;.".~·;-ip r::(!ucticns 
= ,:et s:.lcs ;'!"ice 

':: r•:>z~ ::-iro fit = ( 2-:r!uct total ve.ri~ble 
co~t 9.bove) 

1ess fixed co3ts (CBS: Deduct in % 
of totql v~ri9ble costs) 

== Net pro!i t 

F Rp. =t I 

I~ I 
%! 
%1 

~~I J 



D. ~c~3rks to the cost calculation: 

When on.e ttse '3. syster.i for the cost calculation as 
s~~cified ~bove on Page 179, only the direct 
:n°.teri~ls -md the direct labour need to be calculated 
3;,ecific9.lly for e':lch prodt.;.ct.' 

:1he other co.Jts ':lre added or deduc'f;ed with a 
cert~i~ percentsge which C3....~ be calculated one~ and 
:1.C.C.ed. eoually ·,-;i th the s·:tne percen t!'lge for all the 
,.,,..,..,,i lCL_; !. _, .... _..._ "'..:>. 

These percen:~:es c::m ~e calcul3te~ once ~d for all. 
~3 follo·.·:s -<th the i.'1.ntBl figures fro:n the _-::!"ofi t'.l
tili ty e.sti.~~te: 

~) Tndi!"ect ~~ri~ble cogts rel~te~ to ~~teri~l 

b) 

(Freight a..-:d tr'3Ilsport for rsw _1_:teri:il J + 
fuel + water + p'.ick:lging msterLils and J 
sur..r2;r;t concu.~eables) X 100 % J 
.-~'1!'.:..ltl direct wa.teria.l const.unption • ·-----

Indirect vq~i~ble costs, relatec 
oper~ticna in %~ 

'\' 

to the 

(~le ct. ri .. ~i ty, l:.ttric!l!1ts, 3.br':lz i ves, 
·--~:.:: >:::::"--'!i:e, 'lr:d pc.:>si ble o tl:er ·:g.riable 
Tc~c~s~t~z...-~_o_t~~lp1~·soe--t~e~d-..~a~b~o~v-e...,..._.. _____ __, __ __...X ...... 1~0-o_ • l _____ .. _.J 

·" o a va a . e . ,. . 

c) 2~les i~cc~e r~d~ction, rel~ted to eress 
~~le3 ~rice in ~: 

(..11 the c~t::.. ~s in.c·.rne reduction co3ts as 
li3ted in the profitability 03ti~3te, as 
-,·~le3 tax, product tr11nsport, custor.er 
'5i~countn ~:,:er-.t conunissions etc. X 100 I "j 
. .;nnu.a irross come • .. ------~--
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9.5 

\ 

d) Fixed coJts, related to variab~e costs in %: 

Total annual 
o a annua 

x 100 = _r __ ~_1 

If calculation of the operation time has been done 
under the production process (para 7.1) it coes 
not need to be repeated here. The total co3t 
can then be refered. 

Holding together the calculations for the different 
products specifying the seles qu::mtities, one CTay 
if need be sum.~arise the r~w nateri~ls, t~e man 
hours, the ~achine hours, ~rrd the gross ~::.d net 
profits fro~ the different pro~ucts. This ahould 
correspond with the totals of t~e profit~bility 
e">ti::19. te. 

CASH 

r~he C~~h flO'.~ sho·Ns the !)~:/r.!e!1tS to, '!~~ t~e 
di3burserr:e::.ts fro:i i;l;.e ~!"oject, f!'0:-;; year to :·c".!r. 
I·h~ reme.ining difference, the s~rplus or t!:e deficit 
tells ·nr.etL1er the avail'3.ble fi:.. ..... ~ci?:e ·,Ifill be 
sufficient to facilitate the !'e~uired disburse~~nt8. 

r.:9.ke tee cash flow as sinple e.s possible and Uf;i: :3. 
form as specified under the .1or~ln.g pla."l page JS. 
Specify the c~sh flo·N for 'ls ~ay ye'.lrs :is the 
profit~bilitJ e3ti~ate, ~t le~~t J. Ye~r 0 ref~r3 
to the i.I:\plementation st~Ge. 

The Cash flow involves the f ollc·.rl.r.g ele:::e:: t~: 

Profit before tax. As long ~s this 13 an a.."lnual 
ln!vr.nat!on, one does not ~eed to specify disburse
oents ·ind revenues, but c~n ~impl~ ~:cord the 
.l\nn~al pro:ti t !01~ each l)f the opar::i tir!t; ye'lr&, 
whether positive or neeative. Put neg~tive 
f'igures in brackets: ( ) 
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Depreci~tions. Depreci~tions are not p~id, so 
since they have already been deducted in the 
above profits, they must be added bs~k a£ain in 
the c~sh flow with the S$le amount as deducted 
in the profitability estimate. 

Loans Utilization. The total loans amount ~ill 
nor.nilly be available in year O. But it ;vill be 
beneficial in order to save i..'l.terest, to draw 
on the loan according to disburseme~t require~e~ts. 
Parts of it may therefore be received it! year 1. 

E9uity. This is the entrepreneu~ O\'Vn cor.tribu
tion that must be p~id in before the h~k 
will release any loan. 

Fixed assests. Most of these ·vill in ger.:eral 
have to be paid in year 0 but it depends on 
payment conditions. \ 

.Vor"d::g ca-ri tal 
:!!~-:erials :i!:d ·,va;es 

~.!'e b~ing p3.id. a.rid gt.:c~s <J.::i:. deiJ't::.rs ac:ur:~ul:].te. 
·.·:t-~n the working c~pi t':\l reGuiremer. t!'l ~:::-e 
c~lcul~ted,based on ~he needs for ~~~ 3rd 
ye-:.J.r, s!ld the e~rlier !'ecrui.re'.':lents -\re le.::.s, 
hence the di3burse~e~ts will be di3tribute~ 
oYer t::e period frora ye:ir 0 to y~ar ). 

T3x P9.yt:lent. Uo lBX will be p~~ i r·ef·:l:e t::e 
~~~~ect =ake profit, a~d t~e t~xes will ~e 
::i·1iC. t'.1e ~•e"l.r after t::ey ~r'? C'l.lcul:.ited in 
the profitability estL~~te. 

Lo3.n rep'.!y:ien ts. The ~;~arly i:: terests ':lnd 
r~stallene~ts to be specified according to the 
lendine(. -~nditions indic~ted in para 9.2 B, 
PA.::e 1 45). 

:>.s!'t ·:;urplu3 r.'.ly 9.t ti~c::l te ~e:;~.tiv..: :-,-.;.t 
not the accnnulatacl ca.sh. ·~hat only sho·::s th~t 
further f i~a.~cing must te provided. 
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1 o • 

Se'3.son'll Pr:>cuction. 

If the pro~ect is seasonal, the de~and for capital 
\'fill vary over the year, !ind it may be necessary to 
make a monthly cash flaw at lea3t for one 
year. 
It will than be necessary to specify t::l.isbursements, 
s.nd revenues, stocks of materials 9.nd products, 
debtors and creditors. 

I 1rI P L E it: E I• T A T I 0 N PL l ii. 

. -\.. r,:ake 9. t L--:e c b::i rt. 

t.:ake a tiL .. e chg,rt for the implene'""!te.ti_on p19Jl, 
specifying the ~ain act~vities. A r-et~ork plan ~s 
indicated on p~ge 184 or 'l Gan.:-:t pl:l...~ ss shown on 
p~ge 185 w~Y be used as ~ay be fou.~d most pr~ctical. 

Both pl9.r!S ~re irrter-dtd az exampi.~s. ·.7.hich 9.ctivi:iss 
':lre rer:;uireC., as ·.vell as the tfr:e r~~mire2e!!ts, ·.vill 
v'3.ry a "bit wit!: the ir:~ viC.ual projects. ". 
J:oth pl-ms ind.icate how the activities na;;t be co~~~ecteC. 
together, '.11l:at can be done si:nul taniously <tnd ·.•:tat :::u::;t 
be completed be~ore other activities C"3.ll s:art. In the 
network plm the time requirement fo.1.· e1ch activ:!.. ty is 
determi!'l.ed ·Ni th a !igure for the nllr.lber of weeks th!it 
is required. Both plans indicate ~ total time require
::-:.ent of 21 ·•ree;cs. A S!!19.ll projec": for tl::e loc!il 
r.iarket u3i!".5 r~acily !lvail~ble !':'!achi'.'".ery can obvio·.tsly 
be L~pleoe:ited faster, while a 9rv~ect requiring ~~ported 
macl:i:iery, f orei6El coll 1.bor-:>.tion '..:::. tr~ini:~.~. ::.2 ·.;ell ·.::.s 
a countrywide network of sale3 representatives will take 
longer ti:ne. 

Cnly ma.jor ~cti•1i ties are indicated in the plan. 'i'~at 
will also oe 3ufficient :or the r~asibility study. 
'.'lhen it co::tP.S to th~ actual imple::i£:!'. t~tion, a more 
detailed ~1311 may be required, 3plitting the activities 
into elements. 
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B. Plu.ning of c.!Pit-1 Employ:nent. 

The ooer-ation~l intere3ts Eay for prc~jec~a re~uiri~g 
long imple~entation tL~e be co~sinerable, g,nd it ~ay 
be necessary to calcul~te them nore thcro~ghly. 

Also the bank raay require a ti~e plan fc~ the disburse
oents. Looking at the different cost ele.::.ents ~f the 
investment plan and the quotations, one ·:fill be able 
to determine the disbursement requirements aufficiently 
a~uraiel7. The ~lan m3y be made with a sh&dule as 

follows, specifying disburse~ents on qlla!l.ter-yedrly 
basis: 

Disbur:.;a . .:ents 

Cost Eef ore a tart of .i:;er pro-Cc.::J.ponents production 
duction start· 

Year 00 Ye~r 0 Ye-::.r 1 

1/4j2/4 3/4 f 4/~ 1/4 2/4, 3/4j 4/~ 1I4 I 2/ 4il'4W.i 

I I ' 
I 

La.'ld I I • 
Building i I 

I : 
! 

I i 

i ' 
I . . - .. . 
I I .. ~acni.ner~- i 

I Ot::er .~S3et3 
i I 

I I I ' 
! I 

f 
Pre oper-:i.tional I I 

' ! 
i ! 

' 
' 

' CO,jtS I '\J 

I ' ' I 
\ ' I 

' 

".7or:dng I i : ! 
capital !,, 

i ' 

jsu:i d.isbursen:ents ' 
' 

! 

I i r 

I I ! 

1

n:: . .sbursements ! I accumulated ' ' 
i I 

I ' I 

~apital Bmploy- I I ' 

' 

I ! 

ent: I I 
I I : 

~auity 
I I - I I ' - FiXPd loan ! i 
' - .'iorking capital I 

I ! 

I loan ! I 
I : 

I 

Interest before I i 
i . r 

! 

production start. I I I 
: 

' l I I i 

! I : 
I I ' 
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AVERAGE Phk~Al1ITA MOWl'hLY CONSUMPTION AND li:XP~NDI'l'Ullli BY I'l'EMS 0~1 F'OOD. 

ITEMS 01'' 1'100D 

A. CEREALS 
1. Rice open market/ 

distributed 
2. Rice,own product 
). Glutinous rice 
4. Rice product 

B. TUB:KRS 
I • Cassava root 
2. Driea cassava 
J. Cassava flour 
4. sweet potato 

C. F I S ~-I 
1. Fresh sea fi~h 
2. Fresh water fish 
). Salted and driea fish 

D. Y E A T 
1. Beel: a. Mc~t 

b. Others 
2. Buffalo beef: a. hleut 

b. Others 
). Mutton & a. 11c~t 

Lamb : b. Others 
4. Port: n. t>ieat 

b. Others 

E. EGGS ~~D hlILK 
1. Chicken egg 
2. Other egg 
J. lt'resh liquid milk 
4. Preserved liquid milk 

Unit 

Kg 

Kg 
Kg 
Kg 

trnit unu:~r~ + HUh1~L I ITillviS 0!• .t1'0uD 
Quantity Value(Rp) 

6,621 

2,456 
o, 104 
0,011 

r 

! 
1347 j5.Fresh corn with Kg 

husk 
485 6.Dried corn with Kg 

26 husk 
4 T. Corn kc:r!!'·Jl Kg 

.a. Com meul Kg 

Ll kb A!~ .,_ HU l~AL 
Quantity Value 1 

1J 

9 

100 
9 

0,179 

o, 104 

1 ,0'/5 

0,010 
·----·-· j9. Wherlt flour Kg 0,090 17 

Kg 
Kg 
Kg 
l{g 

1,447 
0,264 
0,040 
0,503 

Kg 0,420 
Kg " .. ' O, 182 
Kg 0,325 

Kg 0,035 
Kg C: .• 1)17 
Kg o,ou9 
Kg 0,004 

Kg 0,· ... 04 
Kg 0,004 
Kg 0,013 
Kg 0,009 

Piece 1.))0 
" 0. 760 

Liter 0,013 
" 0,009 

56 
17 5. Potato 

4 6. Taro 
22 7. Sago flour 

195 j4. 
108 15. 
191· 

I 

Cwmecl i'ish 
Shrimp, Crab, 
and others 

69 5. Preserved me~t 
35 6. Other meat 
17 7. Chicked 

9 
1
8. Other poultry 

Y.g 
.Kg 

Kg 

Kg 

Kg 

Kg 
K~ 
Kg 
Kg 

o, 116 
0,090 
0,082 

0,013 

0,048 

o,ooo 
0,004 
0,009 
0,004 

26 
4 
9 

1.3 

26 

4 
4 

104 
4 

:~ I ··-9+·· ·---· . ·--------------
74 i5• Canned milk 
4H 

1

6. Infant powder 
4 milk 
4 7. Other powder 

milk 

Kg 

Kg 

Kg 

0,060 

o,~09 

0,009 

48. 

17 

13 



ITEMS OF FOOD Unit URBAN 
Quantiiy 

I'. VEGETABLES 
1. Spinach Kg 0,420 
2. Swamp cabbage Kg O,J7J 
). Cabbage Kg o, 17'3 
4. Bean/Pens Kg 0,065 
5. String bean Kg 0,. \4 5 
6. Tomato Kg u, 1 JO 
7. Carrot Kg 0,022 
a. Cucwnbar ________ _!g__···-··-- .l!, 143 
G. NUTS/BEAN 
1. Peanut Kg 0,061 
2. Green bean Kg 0,065 
J. Red kidney bean Kg O,OJO 
4. Soyabean Kg 0,013 
5. Cow bean Kg • 10,009 .•. 

·---·--
H. F R U I T S 
t. Orange Kg 0,056 
2. Wanggo Kg 0,026. 
). Apple Kg 0,009 
4. Avocado Kg 0,022 
5. Rambutan (with stem) Kg o, 140 
6. Lanzon Kg o, 170 
7. Durian Kg o, 100 
a. Salak Kg (). 01 J 
9. Pine •Jlple (with ste1:1)Kg 0,090 

-·-··- ·--------·-·-- .... 
I. MISCELLANEOUS FOOD ITBMS 
1. sa!t OnR 2,51'8 
2. Pepper and spiceo - -0.450 ). Fish pa~te Ono 
4. Soyn sauce Bottle 0,130 

' , ., .... - ·-

+ ImRAL .l 11.i5MS o~· l!,OO:l 
Val:ue {rip l 

.39 9. Cassava leaves 
JO 1:0. Aubergin 
22 11. "ean sprout 

9 1:2. Shallots 
43 1J. Garlic 
26 14. Red pepper 

4 15. Cayenne pepper 
1·) 

JO 6. Soyabea.n curd 
26 1. Mold treated 
9 aoyabean cake 
4 8. Fermented 
4 soya.bean 

9. Fe1'Dlented 
peanut cake 

17 110. Banana 
4 l1. Papaya 

I ,. 

Unit URBAN 
Quantity 

Kg 0,300 
Kg 0,240 
Kg 0,060 
Kg 1 ,G20 
Kg 0, 170 
Kg 0,860 
Kg 1,170 

Kg O,J80 

Kg 0,400 

Kg 0,020 

Kg 0,040 

o,910 Kg 
Kg 0,225 

4 12. Watery roseappleKg 0,01.3 
4 13. Guava Kg 0,040 

22 i14. Sapodillaa 
35 15. Starfrui t 

Kg 0,01.7 

22 (Carambola) Kg 0,009 
4 16. Spanish plum Kg 0,022 
9 . 17. Watermelon Kg 0,013 ·-·----··--1 

22 I 5. ~rAsh coconut :Piece 1,480 
22 1 6. Vegetables 
22 1 cooking oil Liter 0,355 
26 1 '/. Hutter Ona 0,035 

+ RURAL 
Value( 

22 
22 

9 
61 
26 
61 
39 

74 

8'7 

0 

4 

10~ 
22 

(' 

4 

0 
4 
0 

951 
i 

16~! 
4j 

I 
f 

I· 



. ' 

I'l'BJl,I:J Oi·' ~"ti1 .. :D t,;nit 

a. ~aff:ron and others 
9. Brown sugnr Ons 

10. Cane sugur t;ns 
11. T e a. 1 'n~ 
12. Coffie tJnr.; 
1J. Cocoa powder l.Ju.; 

J. PREPA~D FOOlJ 
1. Syrup Lutol 
2. Soft drink uotol 
J. Breud, Bi~ cui t, t. t.c. 

--------- ·--- ---

K. A.LCOHQL!C BilERAGES 

. ..,. J .. 

1t5'/'f 
~,BGJ 
0,480 
0,71~ 
0,009 - •···~-··· ····· 

u,01J 
0,087 

I I '!'Eldti uli' l•'OOD 

~·· -:,) 14. Chip:l 
J9 15. Wheat noodle 

182 16. H:Lce noodle 
48 1 ~,. J,1ononodiurn 

100 glutamate 
. -·- .. ?. __ J .... _____ ,, ,.. _____ ... ·---------

4 
9 

74 

4. Prep~red food 
1md Jrink 

5. Prepared food 
and drirlk from 
household enLre 

. -
Unit 

Onu 
Ono 
Onu 

Ons 

UiillAN + RUH,. 
Qunutity Valu 

0,221 17 
O,:Y14 1.:; 
0,069 4 

0, 1!.:iO 26 
-·····-·-----·-··-

238 

. .P.r~ ... ~ ·- ..... ·---------· - ---· I 
--1 

61 ·-·-· . ·- ... .. . . - ··-·-··----··-
1 

1. B e (. r 
i 

·----~~t~-~ -- ··- .... ~.-~.!.. 00~- ___ ,, ___ . __ .. _!_~---·-----·---·-· ------
L. !'OBACCO, BETELNUT 
1. Ci~:irette 
2. Glove cigarette 

rackt'to 
It 

I) 7F·1· \, , ,l:J 

1 '1 t)~ 

1 

11'( I 3. Tobacco 
242 4. Betelnut 

Ons 0,600 91 
- 17 

~ 
1 

11> 
I 

r I~ 
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AVERAGI!; PER CAPI'l'A MON'l''ny 1':XPENDITUH1': 01•' NON 14'00D I'H~S BY MONTHLY 
Pl!;R CAPI~A lal'~!J.f'l'URJ!:S CLA:-J~J::S (ll RUPIAH) 

EXPENDI'l'UIU; I'l'WS 

A.. BOUSING 1 FlJJ:;L, LIGHT ANlJ WATER 

1. Imputed rent 
2. R e n t 
). ~aintenace cost 
4. Electricity 
5. G a s 
6. Elpiji 
1. Kerosene 

.Average per 
capita 

479 
61 
64 
48 

1 
2 

162 

I a. 
9. 

1.0. 
1.1:. 

KX.P~NDlTU'Rli ITEMS 

Petrol, lubriclillt, repair and 
1n1.dritenunce tor generator 
Chnrcoal 
Firewood 
Water 

Average per 
capita 

14 
6 

126 
2) 

--------- --··--------·--' ---------------·-------
B. MISCELLANEOUS GOODS AND SERVICES 

1. ~oilP.tsoap, tooth paste, 
brush and ahampo 

2. Cosmetic articles 
). Household medisines 
4. Dootor,.nurae and others 
5. Traditional health cost 

tooth 

.... ~ .. 
82 
)6 
34 
63 
10 

6. Educational fee 
7. Non forr.1al edUca tional costs, news -

puper,magazines~etc • 
8. Transport expenses 
9. Movie, theatre, sport~etc. 

10. Domest:Lc servans 

1.37 

26 
84 
30 
32 

- - --·-·--·- ·- .. ·--- . ----·----·-------·-+ ----------------------------
C. CLOTH1NG 1 F00!1!0il AND HEADWEAR 

1. Readymade clothes 182 I 4. ¥ootwear 
2. Clothes mate1·inl ~7 5. Headwear J. Charges for making garments/ J 6, Laundry soup/powder 

for repairs 24 ·- - -··. ··-··- ······ ··-· ... ---- ····--·----- --··--·-·--·-· ... --·- -4'- •··· .. ·-
D. DURABLE GOODS 

1. f\imlture, household equipment, 

2. Utensils and dishes 
J. FUrniture equipment and 

utinsila repairs . __ ------------ ------- ···--·---··------~-·-·····-----·-·------··· ·--
B. i'AXES AND PARTIES 

f. Conswnption taxes and inaurar,ce 
premiums 61 

2. P~rties and ceremonies 

52 
10 
87 
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Ao~end.ix 2.1 

n .• 83-77/! -09· DP/INS/78/0'18. 

PllOJB;T FINAMCIMG. 

Coaaercial loans on the open market are aTailable, but intereet 

ratee are high (up to oTer 30 %) and securit7 reqvirements are 

quite strict-. 

Goyernaent loans available to small scale industr7 are ~vailable 

on relativel7 soft terms~the securit7 requi:~•ents are reasonable, 

and moat projects ve •&J" embark on will ~ualif7 for consideration. 

The loans are adlllinist~red fro• th~ Bank ~f Indonesia through several 

goverllllent; seai government; and private banks. 

Of these, the most i~portant are the 

- 3ank Pemoangunan Indonesia, 

- Bank Negara Iado11esia 1946, 

- oank ~yat Indonesia, 
" ,, 

follovi??'i: 

Jln. Gondangdia Lama 2-4. 
Jakarta. 

Priority; Industries, 
21 branches. 

Jln. Lada 1, Jakarta. 
Priority: Industrias 

Jln. Veteran 8, Jakarta 
Indus~ry as secona priority. 

(All state owned baLka plus ~7 private national banks have 

been assigned aa KIK - KMKP executing banks). 

A117 of these banks can be approached, de~eadant on branch locatio~, 

past relation-ships, and attitude tovards the financing o! the 

project and the entrepreneur. 

The lending cond:.tions are stipulated b1 Br.~ Indon1tsia c.nd the loans 

re divided into 3 categories aa !ollovai 

• • • .. 1'Z • • • 
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Loan T1pe. raximum Loan ; ~·inance Scheme 

I 
Hate ot iiite-1 ~eq!~ired 
reat. secqrity 

I Expense• £peoial. conditioDa 

UK small 1 The bank financesjKIK • 10,5 j 
investment \RP• 1~ mil.lion\ 100 ·,cl of the I KMKP : 12 ~'° 

P~~ject it•\;ro--Chiirges 
aelf only. , except 

interest. 

Reserved tor 100 % 
indigenous r.mall acale 
induotries. Lending onl~ 
to projects already in 

loan and llKICP 'j 
permilftent 
working capital 
Loan for small 
scale industr:y. 

Fesibility 
1 loan. 

Large acale 
loan. 

I 

I 
i 
l 

requirAmenta. 

Mltxiaum lo.:tn ~.·ponsor 1ii1uiai.lmi1''ixod inv-.. ~c;t-
l<p ?~, million.10, .. of totul 1111rnt:J = 10,~/~ 
•~axiauum total requirements. Up working 
project = ~p. to 90,~ from the capital = 
100 million. Bank (max.). 13,~ %. 

1 operation. 

'J'he nt:u:>ets-- No-chnrii;ea-llfo jofnt venture permit t 
uf t.he '1'he burli< ilut a maximum of .?0% 
~rujoct + undertakes participation !rom no
indep~ndant the feasi- Indonesian residents is 
securit1 !bility allowed. 

1 tor max. 'study. 
: 50;'6 of the 

:&.oan. 

. Loan up to 200 1 Mi11isuum The bank 
j Unlimited. 

;;ponaor 25-}!J,ti, 
but for joi.nt 
~enturos maii.11111 
125~ financing 
from the baa.k .. 

. million :: 1~, ! 1,50-; ot the will cbargej'Re~tricted to limited 
!Largerloan ~. jrequired a teasi- liability co•pani••• 

I ·13,5%, Exp: rt \loan in• bilit1 
; loan.a • 9'.6, \'eluding I study fee 
: soft loruis tangible provided 
6%. '.assets ot the projdCt 

'\ the project. becomes 
viable. 

~bare will for all loans be allowed a grace period of maximum ~ years, aorNally limited to the expected 
construction time + } - 6 months. Intereots will be added to the capital during the gracv period. ~ere
after the loans will be repaid over 5 - 10 years (individually judged) in 3 - monthl7 equal installments 
+ accrued interests. 

Jakartt..~ April, 198, • 

~~~~~~ 
B~a Eid•vig, ' I~strial l::llgiaeer UNlDO. 
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Appendix J • 

INSURANCES. 

!he rates ot operation insurance ie noimalizalb1 the 
GoTenuaeD.t for all insurance compan.ie• ia Indonesia, 
even if p~ent condition• and judgementa lll&7 wa17. 

The ~te of insurance is extenaively dependant on the 
buildL~g construction, di"f'ided in 5 classes as followa: 

S : Concrete, or 24 ca bric~l, concrete floor and 
roof, fire protected fl~or openings. 

I : Hard root, aon combustible covered, fire 
resisting extemsl walls, or single .. torey steel 
skeleton covered with non combustible materials. 

II : Hard roof, non combuatible external walls or Wood 
skeletons with stone or glass fillings. 

III : Hard root and external wood walls, or open 
sides. 

IV : Aa III but Wlder a soft roof. Surcharge 80 ~ 
to preminiua rates indicated for class III. 

The general insurance ~s indicated in the continuation 
covers damages to wha'f ever is insured of building, 
machinery, raw materials and products, and insures 
against: 

Fire and explosion 

Damages by riot, strike, malicious damage, 
vehicle impact, amoke. 

Earth quake, Vu.louo eruption 

- Wind and Water damage 

- Clearance and lo•• of profit. 

The rates of in•uraace for some selected industries 
are as follow&s 



l 

11 I I 

Type of ~reject or product: I 
~ te of ArUtu:tl insuri."1.ce 
preminium in lo of Inaurance 
value. 

Mineral products etc.: 

I Class s i Class I rlass II icfasSlf 

:open :nines, Lime and plasterwork i 1 1 1 ,5 2 

'Cera..-n.ic wor:<:s, pottery concrete 
slabs, ,;.3beat0..> :iurk 

:Stone :.: .5:::ind excavation 

.Iron foundri:3 

'GL~ss •:or::3 
Tar coated ehippings .J..nd other 
3sphaltin; 

General 
.i:.lectronic _;,ssn:tbly 

Ge.lvanizint; 
-~lectrical eq_ui?ne!lt ·:1crking 

Voter vehicle rep~ir shops 

Chemic'll Products: 
~o .... o~ -'~·: e""·-·"'·..,+~ poli· ~·~e~....-, .. > - ... ,,;;;>. u_ ... .a..t_. ...... v~, .,;1_~ ~ 

drU.G3 ~ .. ""!. .. ~~ ~h:-i::.~~i.3ie s 
~'il:. ·.·;u r·--ci:1.: ' ~ 

1 '1 

I 1 ,55 

1 ~ 
17 ,J 

1,0 
1,6 
2,25 
2,5 
4,5 

1,6 
1,9 
2,25 

,,n. e'":i.· -"'31 :'r"' ···• ....... ,. ··e"' ::-·r"'l 12 85 ~ '"· ..,,_ .' lH ...... •~ ~ ~; ;:_. • .1. ~ ~• t 

. Paint :.me~ ·:~!'!".i3he-s 2,6 
C·:t.n:.lcz - .. ~· .. ~ .. ~-:.:.-: ;:-:, ~uct~, st~rc~:es1 J,3 

$...."\ .... .; ~ t 
ii:' o;·i:n :' i!"e o!" ~::::::. •:e~~ t.::; '.1.J€-d 10, 8 

lin::::ecticiC.e3 i 4, 1 
1Pl t' . . -·.- - .· '· -··- ..... ·-·•..... ' I ., ·· , c ') '!"';) • u " - "' ., ·c ... · • " c- 4 9 
I 

1-, t I ,, . ' l • p.:i. c.1€:3, rire ·::or:{:>, exp o.;ives 

iFcam Plll.3tica 
!Peroxides :'.l:inufacture :ind use 

7,5 
!'11,3 

2 

1,5 

2, 1 

2,7 
4 

9,7 

; '2 

2'1 
3 
3,3 
6,0 

2'15 
2,25 
3,-
3,a 
J,5 
4,35 

11,9 
5,5 

! 6' 5 

10 
15, 1 

j16 

2,3 

J, 1 

4 
6 

14,55 

1,8 

), 15 

4,5 
5 
9,0 

J,2 
),8 
4,5 
5,7 
5,3 
r c: 
0'.,, 

14,G 
8,J 
J,75 

15 
22,7 
24 

Appendix 3.2. 

J, 1 

4, 1 

5,4 
7,9 

19,4 

2,4 
4,2 
6 
6,6 

12,0 

4,3 
5,1 
6,0 
7,6 
1, 1 
8,7 

16,2 
11,0 

1 .3 

20 
J0,2 

. 32 
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or Product: Class Type project r. S · t II III 

Textiles and Garments: 

'.weEUNing ::md spinning syn tetic ! 1 
n mi~~~ ~roducts !2.4 

• 
~ixed J;e:<:tile n:.:mufacturing, syntetic 11, 9 

n - mixed praduc~6.7 
r 
!Garment 
hones, strin. :s, 
pressing 
Knitting 

s1t.c~. Launciry 

Batik wcrk 
Te~tile ·.-:~ste ;;- =oces.3i11g 
·Cotton wool .l~d K'<l;-ok processing 

P3.per. L·- .... tr~~ 0 uoC.·- r· - - \;;"._ ....... - t -·· ~ • 

::soak bindi:1s ~::·: ,?ri."lting 
'Rubber prod.uct3 

;Paper proc;.ucts 
I 

:shoes 

1Le:i"tter p:-:-oc.h.:.ct3 
I 

" 

and 

:str".?w ::roducts 
1

Le-:i ther t3.!"'.r: i.:;. ~ 
:J;jction 

·: Y-1 ,. • ...... ...,., ru8~Pr :_1ro-

i:rood :iro·-i.lCt3: 

l.Broor::s ~::d ;.,;::..t:::;. -::::J 

ir<'UrnJ.• t I: ve t• ... ~~ 

: ... ..,, ... ,.,i" 1 s . .>.Au ... .J.-

C?ood :)roc'.uc~s: 
.. . . 
.J:ii.rie:;; 

.Preser·:es 

Bihun, r.~ie, f t;e-:~ :.~1113, eweets, '.lr..d 
others 

:Bakeries 
I 

.Drying Ins t:l.ll:.., Lions 

'5,6 
10,5 
11,J 

1 

1'3 
' 2,J 

J,o 
4,2 
5,6 

6,4 

J,8 
4,4 

1 7 ,5 

1,0 
1,0 

2,2 
2,6 
5,J 

1,4 
'3. 1 

2,5 
8.9 

5 
6,5 

7,5 
14 
15 

1 

1,8 

3, 1 

4,8 
5,6 
7,5 

8,5 

5, 1 
5,8 

10 

1,J 
2,4 

2,9 
J,4 
7' 1 

2,1 
4,9 
J,75 

1 J,4 

4,4 

7,5 
9,8 

11,3 
21 
22,5 

1'5 
') , 
'-. 0 

4,7 

7, 1 

a,..+ 
11,2 

12,8 

2.a 
6.5 

I 5 
17,8 

5,8 

I 

: 10,0 
i 1J,1 

15 
28 

. JO 

2 

J,5 
6,2 

9,5 
. 11,2 
' 15,0 

!17 

7,65 :10,2 
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Appendix 4. 

List of aome of the llanutactureri. .Association's 
tel@ptone numbera in Jakarta. 

AasociatLoa of manufac- Telephone 
.. turers for the follow- Jakarta 

1a roduct • 

. 
" 

l 

llilk 480 230 
Ice 344 51) 
Glucose, Maltoae, 
Fl"l.lctose,Sugar 345 1)6 
Sweeta II: Konfectioneries)45 136 
Glutamate & Glutaaic 
Ac14 64) 18) 
Food general ))) 640 
Clc:Me Sigaretten 323 481 
S~garettes,general 341 784 
C&lllled food 811 335 
Ice creaa 6)1i 907 
Bakeries & Bisquits 619 272 
Feods and drink• 546 551 
CookL"lg OU 596 frf9 
Cold Storage 790 459 
&afaal feed 775 2'4 
?ood processing 480 2)0 
Salt (Jln. Kabel Pendek z.s) 

Sacharine, Sodium 
Cyclamate, Citri~ 
Acid, Calcium Ci tra_t_·1 __ 5_4.__1_8 _ __,. 
Textile, general 582 809 
Spinning 581 560 
!exture Yarn 775 620 
'.V~aving 374 694 
Finished testile 
product• ))1 407 
Batik 583 020 
Syntetic Pibrea 587 )49 
Knitting 775 620 
Jute Ba O 211 

Leather industries 512 715 
Leather shoea 826 585 
Leather tanning 622 260 
Leather handicrafts, 
makin and collectiu 
Coln\lgated Card beard 
Pine Packaging 
Plaatica 
Plastic ba a 

AasociatioD of Kanufac- !elephone 
turera for the follow- Jakarta 
in roduct 

Plastic pipes 
Rubber 
Recording 
Detergents 
Pulp and paper 
Rubber 
Artificail leather 
Matches 
Video 
Video casettea 
Tot~ paste 
Paint 
Gas 
Packaging 
Rubber shoes 
Regeneration of lubri-

672 128 
)60 409 
657 851 
375 408 
)26 084 
346 811 
)20 414 
344 309 
627 )82 
627 )82 
826 645 
352 531 
826 610 
356 267 
591 534 

cation oils 661 443 
Audiotape manufacture 610 440 
Plastic Industries 662 322 
latex and foam :n1bber 322 909 
Rubber geoda _- 675 993 
Kela.mine sheets J36 791 
Video Cassette recording 627 384 
Po1'11181in & Te~oaet.ting 584 239 
Stationer;r and ~riting 

, equipment 67 3 016-7 
Printing Ink manuf actur-
ing 793 926 
Glue 344 507 
Easeacial oils 
Photographic printing 
Reproduction 
BiC7cle manufacturers 
Electrical equipment 
Electronic & electric 
equipment 
Motorcycles 
Vehicle equipnent 
Agricultural ?.fachine17 
and equipment 
Automatiwe Batteries 
Electrical C&blea 
Aluminium ertl'Wlioa 
DrJ" ~e 1 batterie• 
lotdcar assemble.r11 
general agent• 

344 359 
772 943 

365 695 
583 825 
J26 JOB 

377 008 
690 568 
621 24) 
J56 625 
326 958 

321 )75 



• 
' 

. . 
l 

' Association ot manufacturers 
for the following produc1'1 } 

Galvanized Ir0n sheets 

~in Can manufacture 
Electroplating 
Vehicle body building 

Machine Jlanufacturera 

Equipment for/of metal, 
electrical, engines, and 
:transportation 
~ails 
.Wire 

Appendix 4.2 

Telephone 
Jakarta 

321 708 
Ext. nn 
352 811 
676 092 
323 008 

I. ext 570 
611 7.39 

{Johll 'fakili) 

!Aluminium sheets, Jln. Ir. Juanda 
no. ) 

583 825 
341 994 
341 994 

:steel 
I 
! 

)Cet'Osene pressure lamps 
I 
I 

1
st eel office equipnent 

I 
Gratic Industr,r 
Office Machinary 
Plywood manufacture 
Wood ·products 
Saw millers 
Asbeat Cement 
Ceramic Industries 
Glas• a."ld plane glass 
Rattan 
Rooting tiles 
Wood preserving 
Metall and plastic toys 
Optic 
'.Yatches assembl7 

.321 708 
Erl. 2725 
it24 81 
Surabaya 
353 451 
674 406 
813 199 
357 945 
584 '506 
483 056 
320 408 -no 108 
675 519 
343 960 
343 157 
812 09) 
800 640 
679 694 
351 JOB 
346 071 - 79 

Coordinator of manufacture•s Jln. Hoke1 26,sena7an 
•rgaaizatio .. : Jakarta. 

II I 

--. 
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