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Part 1
FROJECT PREPARATICH MANUAL
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sach of +the points under the ‘Joriplan are however
tborcubhlv commented on through +thz leter cections
ofi th 2anuzl, and you can seek support and
guidance tiere as you go along.
Tke manual tries +to cope with different prorle=s for
cdifferent D»roject situations.
For one grojsct certzin points *have hish relevarce,
others are less important and others z;ain ave no
relevance at all. For a different project tke
gituatior a2y be very different.
accoréingly please P2y mzjor atteritlon 1o tre
major recairenent 0f your project.

or< with what is lmportand and diffi cult, rot with
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A1

TR. = ZZ.JICILITY STUDY.

It iz for our 3m:all projects normally not necessary to
mzie any full pre feasibility stucdy. But it 1is very
important to get a good indication on whetner the project
will be viable Lefore going too far, It therefore pays
to Iaxe tne Iollowing questions very seriously.

Before starting the preparatiorn of 2 project, one should
3l-vavs first look into whether the project srould be

- - - S ———t——— . -
precared and how. The answer is normally not 2otvious.
It will 3lwzys pay to take these follewing cuestions
sericusly ané to find the answer to them in the order
they are mentioned.

Is t7e nrojinct sositive ardi within the LJIK frame of
operztions 2

Y

- ¥ra2t iz the aim or the result of trhe project 7 Can it
ze expected trat the procducts will improve the standard
of living for the ordinary man, not only for thoze
irvolvec or employed ir the project ?

27 the project dces not give a better life to others

tkan those iavolved directly, the project srould not

te mode. A positive project should always make products

wiich zre of positive use for the population or export

15 1150 of value. Positive products should bte obtain-

atle cneaper, in better qualily or in more adeguate

iintities than before,

hoculd involve industrial or crafts

y Maintenance or repair of products or
iculture transport businesses, educaticn,
rvice activities or trade should be

rer institutions, iliring can in certain

= nz rrolzet #i11 corally invelve finareing, liliicing
of micninery and equipment necessary to carry ouv the
m2nufacturing and the essential services ccrnected
aith the m2nufacturing, will always be conzidered by
the banks, 1Installation andé forwarding expenses are
are normally also considered, at least when they add
sufficient value to the project.




A.2

Euildirgs may be included in the project when a new
buildizg is a mus*t for the project z2:¢ the project
cannot easily be accomodated in an estate coi other
premises available for rent. Pre operational expenses
should normally be financed by the equity capital and
at times alsc the working capital,

The bank may consider financing up to 2 maximum of

80 % of the total inves*ments. Find out whezther the
potential entrepreneur has the necessary equity capital
to enable the rest financing before proceading with
preparztion of the project for kim.

DoIK will normally not involve in projects when the
new investment in machinery and equipment exceeds
Rp. 70. millions.

You shculd only coansider preparing a project when bank
finnncing will be considered and whnen sriority will be
given to tne particular project.

“hen several projects are Zue for preparaticn; you
skoild give priority to projects of high importance,
projects wahich have high likely dood of success and
projects which require limitedé time tc prepare.

trnere 2 sufficient 1iarket for the project ?

Find cut which approximate guantities =zre required in
the reasonable surroundings of tre project. Dependent
on the ctirength of the competitors one will always
expect to take only a limited sharz of the narket

7hich other parties have plans of starting a similar

.projects ? How can these plans affect the rmarret

situation ?

Can one expect any decrease in the der:and for the

product because of change to other procucts, decrease

in tne neel of the services or because sther cheaper

or more advanced products can be expected on the marget ?




- Is the product, as it is proposed, it for the
margxet ané does it have *the juzlity and ctrice 7
Should the procuct first te Iurther *evelouea SO0 as
to fit better to the cemand or to get a more reasonable
nrice ?

u"ﬁ

- Cne should normally concentrate on one, cr at least
only a few, relatively similar products. In order to
reach good quality and low prices, a high degree of
specialisation is normally required.

A.3 Are tine resuired resources sufficiently available ?

- Are the required raw naterials suificiently available
and of adequate quality ? Can supplies be rejected ?
Is a licenge for the purchase obtainable il required ?

. Can it possibly hap:$n that there exist tetter use for
the resources that are expected to be tappedi, than 3o
be used for this project ? Cne should ¢f course =2lways

. try to create 23 much value as possible out of the
resources.

- Can it bve asurmed that the naterials will
te ~vail=able a2t acceptatle prices ? Ii o
for getting thne ss*e naterials, trlere nizt
a shortz._e or an uzcontrolled price ircre

continue to
trers comrete
. t develop
338,

A4 Are sufficient technolozy and .nickinery witzin the reach ?

- 1Is tre tecnnology simple en ough to be n2irased under
the local circumstances ? Is the proces: sufficiently
known 2nd are offers for the equipment witzin reach ?

- It is neces.ary to rov which proces zn’ eguigment
can be uzed for a icre or less labour nr capital
intensive project. It is also necessary to «now the
costing of the alternztives., Cnly tren iz it possible
to do a3 suitable selection anc¢ to determine the suit-
able size of the project.




A.5 TFindé out tre suitabie size of the project and wnether it

will Le suificiently procitable.

4.6 hat iz the test locaiion for the Project ?

Do ssme iritial quick czlculations of the economy of
the =conomy of the project based on selection of more
and less costly equipment on different technological
levels.

Tne calculations should include:

¥ Total es.inzted investiment in machinery and
tuiléirz(s) ete.

¥ Zzxpectatle total fixed annual costs for the project
ircluding aepreciations, interest and cost of adminis-
tration etc,

* ivrroxmimately gross profit per unit by deducting
zrizble costs as materials, wages and other
conswiptions from the exfactory sales price.

¥ Fow many items nust be sold before the fized yearly
expences are govered ? (the break even point)

luotal expected fixed

SErz2az even number of Pt .
s . s 3 f the © 2p.
product units _ cost of % troject,?p /annum
Gross profit per product unit
Rp./each.

Cne noma2lly will select a technology which erables
profit 2t 2 number of ite~s very much lower thar what
i1dzr possible to 3ell, For a given number of
er year ore will mormally select the process
111 ;ive trhe to*ally lowest yearly cost.
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£ tian about 60 ~ 70 %
f 1 rezxzonitle nartet share for the project, one will
2 o3t cases consider tze project having an insuffi-
iznt Zurket safety rmargin,

To nanace an industry is a difficult enough tasks even
when it has its best possible location. Do not
locite it anywhere elce!,




Tt uut te checked that the prowect can be sufficiently
served 'ith what it recuires of the following:

# 3Raw aterials at reasonable costs

* Sufficiently near the narket and sufficient contact
with the customers

* 3sufficient availability of trained manpower.

* 3Sufficient road or railway connection, electricity,
water supnly, service institutions, telephone, etc.

*

Lre the “ffluent drainzze posolbllltLes acceptable
to the induast and the enviromment 7 Jill &

intendec location disturbe tne surrouAdings too
much with smoke, noise, traffic or polluticn ?

Tormally the bast location will be where the znrnual
cost of providingz all the zbove recuire:eants (including
the ar<et aspect) will te the lowest.

The locaticn rzust be acceptable to the tuilcdinz authori-
ties. ‘e awiare tnat some areas of the towns 2n. markets
are ear-nar<ed for certz2in purposes 23 neavy industrial,
light irduzirial, commercial, residentzl, etc, Pleasze
collect 2 w‘ltten permission from the town vlanning
depariment wnen required.

~o Jlient ~ufficiently qualified ?

tent sufficient tecnnical knowledgc, szles
~t experience, neceszary initiative and

Iz his bacxzround sufficiently well connected ith
tne tecawclogy ani the marxet ol the produc

Sty w2 tie nroblenm tezt be solved; Ty
ining nands with others or by gselecting a cifferent
ie~




A.8

Should this piroject be prevared by vou ?

‘ould it pay better to expand an already existing
tusiness or to start a new Project afresh ? Jhich
will give the better knowhow, the lowest costing
the better sales situation ? What will create
mos< development ?

Find out whether any other branch of DJJIK or any
financial institutions has prepared any similar
Project.

That may mean either that you can make use of already
available information, that the market possibilities
are already exploited, or it n2y mean that somebody
else could prepare this project.

ilso find out whether DJIK or any other industry
promotion institution has availabie useful infocrmation
on mardet or technology. Under all circumstances,
discuss your project ideas and your anproach to
marxet investigations and riachinery selection with
genior OHJIK officers before g§oing too far with the
creparations,

7ind also out whetzer you should prepare this project
or whether it car be nore easiiy done by others
while your time can be released for other tasks.




SCLE TuiPCRT T PCLNTS TO CCLIILSR SCRICUSLY FCR

Tis  PrCJLCT PREFPARATICN.

Try to reach the real ains of the feasibility study.

- The aim of the proj:ct peper is not to convince
the reader that trhe project is good, but to give
a picture of tke real situation. Do not explain
anything more positive than what is really is.

= You should always <try to give as correct a picture
of the sitvation as possible. Ilever exagerate
positive information. Put as much weight on negative
factors as on positive. Do not try to cover over
unlknown factors. Inform abtout dourts and about whst
is net imowm and which consequences such factors can
have or the implementation and the viability of the
project.

- If yocu dc not discover the negative factors that are
there, or if you give a too bright picture of the
opportunities in the explaination, or in the figures,
you are nmuch to blame and you take a heavy responsi-
bility. The financiers may be misled to wrong desicion,
but worse iz it that you may mislead *lie cliert irto
too optimistic expectations. This can cause him to
waste the canital he hag strugsled to build up during
much suffering., Please do not mislead the client
into twnkerupcy through giving him a too bright piciure
of tke zituation,

~ It iz itne 21 of the feasitvility study to give 2
correct picture of the situation in order to enatle
a wise decission when judgingz the project.

- The z2im of the study is however not only to show the
viability and to determine the necessary extent of

financing, The project paper shculd alzo be the

tmplemetation »lan, the budcet und the workzing nlan

for th: ~licnt in starting the operations of the

project afier implementation. It should show him the
f=3

consequenses if he deviate from the plans,

The proje:t paper must therefore specify the best way

of utilizing the investment, it must specify tne ccrrect
selection ¢ equipment process ard procducts and how

to 3ell the products.

-8 =




B.2

n0% write for tre sake of it.

Do not consider it being ycur task to write "something"
ander each parasraph. £ you have nothing inportant

to tell, then leave it cut.

£
T
i

Cnly give inforaation whizr is necessary in order to
understand and tc judge the situstion asg well as what
1s renuired for guidance in implementation and runnirng
of thie project.

It is nor 2r ain te write -uch. Write as short as
30s3ible; but 3ive all the infornation which 1is
really recuired,

weave oui inforuation which is ouvious to everybody.
siving cbvious informaticr is easy but it has no value.
It »ill only skow that the writer has ro anderstanding
0L wnat i3 expected of him.

Jouttful or éifficult Dointg are often noi considere
seriously or tiey are le’t out all tosether.

30

“ven if it i3 difficult o find informatior or fizures,
it i3 ususlly t-ese roints which need to te highlightegd,

Jo ot regeat informatior. If aecessary rather refer
to other sara-rachs where tre irformation iz availaible.
‘he less cbvizus ané the ~ore inportant a conclusion
i, the _cr- taeorough must the investigation be, 2nd
throuth Y ore fiffere-st parallel ways shoulr o=

try to re=ch a conciusicn.

Ly vy a3 sk a3 pessitle to cuantify your
infor:ation., Jo not usze =00 accurate figures. 2ound

t——

off the fijures so that they do not indicate an accuracy
which do not exist, E.g. if you know the population in
a2 town to be 34370 pzaople and thet it grows with 12 %
P.3. the population tae next 5 years should not be
egtimated at 94,494 - 105,834 -~ 118,534 -~ 132,758

nd 148,085 but: 94,000 - 105,000 - 148,000 - 150,060
and 145,000,




12 % can even if correctly specified o course mean
a2nythin: frem 11.5 5 to 12.5 5. Jence the 1=st
figure can te enything between 145,000 and 152,000
(That is if the percentage remains at 12)

- For investmernt calculations and in specification of
yearly costs under the profitabpility calculation
you should round off all figures to the nearest
Rp. 10.000.

= JFhen you calculate resulis in percent, do not zi
decimals of the percent except at tizes for Sisu
unger 10. Hence 87 =17 % of 5178 (not 16,8 ).
ihile 19 may be written as 9,7 % of 195 but never

as 9,74 &.

#hen data carry a high extent of inaccuracy it is
better expressing a quantity as e.g.

40 - 55 % or 42 - 48 % dedendant on

the accuracy of the infor-ation »itner than
"approximately 46 %"

= ill costs 2n¢ prices skoul.l be coxputed in Indonesian
Rupias except where offers are in foreizn currencies.
These prices :zay be specified in the currencies
specified in tze offers, ancd thereafter converted
into QRupias.

- Present costs and prices will be usec in 211 c:lcula-
tions witnout any adjust-ient for expected inflation.
(unless a specifie price increase i3 alrezdy zncwm).
Under Investments should however 2+ ihe end te acdded
an percentage (normalling bvetween 15 and 20 2)  to
cover possible price increase during the time before
ordering o: thre machinery.

1.3
L]

{ <N
*

Ny
o'
m
o+
o

orojzct 3mall scale,

- 2 goog.start in small scale haj always the poscitility
of making the project growing into large scale as the
experience and the strenght grows,




2

sects and the 2bilities loox very

5

=2 should aluays expect that a project will
iz oI unexpected problems in the bezining

Such »roblens 2ay cause very hizh cos*ts when the

lemented in z large scale and can make

~p
t
saster for the client, a retarding of the
3
h

ceuntry, ..t 2 shame for the prodect officer. Do not
expect tz:t the project will no* get problems. aill
projects =s.

For 1 ~:2i:11 project to te forced to run on shifts and

gettinc tressrure towards expansion is 3 lucky
3ituaiion. Undcer-utilizaticn of a pl-ut getting =
headache 5 ccnpzte for the orcers znd carryling a
neavy 1ozl of ’1“ed urnavoidables costs iz a stress
and 2 cangerous stirain Ior the project.

Ju fuf gsoecT A "modera" technology ior the £ade of

LT, °utT ute 2 technology wihicn will zZive tlie Lowes
sanuviacturing cost for 2 reasonable procdiuction volurne.
~l3C¢ 10 2T stics to Lne oresent wiys of zoinc things
and t¢ il rosularly far to cuncersute .m2thodes where
escenci il reazenable and raticnal tools ine i:icnines
ire mizing,  rour tasd 13 ot To cepy, but te Improve,
It 153 z=zortast to :ind emplojent Icr nany people,

zut we ~U3T 27314 to emnploy people for the saxze of 1t.
;hen 17 13 :0ré economical to invest merz ane enpdloy
tess, T (D 0. 1Y not, you wiil 3impiy 3ouner or
Lxter cxrerience that tae srojlect sufrer, wiitl

develcy . roZ.riy - 2na wiil a0 ton_er be abtle to give
emaLoyieny 2 nnyboly.  You aaust 2150 take it ascount
thit the technologlcal development continues and that
w123 iz Lncreise.  You should not establizh a2 plant

i3t vill te unecornoniczl tomorrow.

—wc iction,

P

Jome gro-iicts are huilt up of several components that
are of —=ry aiiferent nature, Z.z a radio mizht
reculre:

* clactronic ascembly

-11 =




* anufacluring of printed circuits
. * Joocen cabinets

* anufacturing of knows anc electronic¢ components,
etc.

No industry can be specialist witrin 30 may fields.
The electronic assembly anc fitting together of the
product requires very high efforts. If one at the same
time ma2de the components, the procuct and costing
would suffer because of lack of specialization when
involving within so many different fields. The
development would be retarded.

Xe uze of subcontractors, catincsts can better be

de by 2 furniture fa cto*y, metal p°rts by a
mechanical workshops and cozponents can be orcered

- from elzewhere while the factory can concerirate on
develorment of its products zadé proccszes,

- 3Standardize the product range. Do not .:24e nany different
vrcducts. 2xe a3 few as peszicls in 2z few dossitle
- s3izes or variations. Procduciion :ifill tzo ezasier, the
gtaff ~ill ve micre traired, the stocxkxheclding will b
less, tze investaent lowcr, the nroduct better, and
the output higher,

-

D.0 1.axe the zroject latour intensive,

= TFProcduciion plants from Europe ané other highly
develozed sreas are normally not made for cur
concitiors, They aim at labtour minimizing as latour
in the highly developed ccuntries 13 in shortage and
is extrerely expensive. Lzbour in Zurode is the most
.expensive production faetor znd up to 50 times morc
costly tran nere. Jelection of enulvrent ani methods
thus rzz2 to te very differest here, Zziz 13 ncot
because we "can do with less", but because the coant
will be lower and the tenefits higher when we usge
eguipment ancé processes fit for cur economiz~al and
technical situation, European and Japanese suppliers
have difiiculties in understanding this ancd they always
will have the tendency of offering to us too acphig-

. ticatei, complicated ancd expeasive equipmernt.




For most technologies a vice wvarietily of muchines
ard proce3ses are available., If vou kave tc =
auota ionsfrom abroad, try first of 311 %t¢ contact
supplies in less advanced countries, likely to guote
equipment fit for our situation.

Tf you have to collect guotaiions from ke more
unphlstlcated markets abroeé, suoplier our situstion.
Their bYz2sic equipment may not be possible tc change

to fit with our requirements, but the arrount of
mecanized control handling and transport is fresuently
optiona2l ana provnosed dlfferent for different situations.
Thege extra devices often represent a hish part of the
total plant costs. Try alzc tc think yourself how
their plant and the methods c¢an be simplified in
direction of lower investmenis, wmors labtour force 2and
lower total costs of the procuct,

You szould not make a projzct labour intensive juct
for the sake of it. (There is 2lso a linit Ior how

l:oour intensive a pLroject should be)

The main point is to uelecu the method whichk zives

the totally lowest costs.

Before selecting method, compare thes methods eccromi-
cally. 7he best way is to calculate the to<al yearly
<ozt for the alternatives and conmpare, Calculate

likxe this in 1000 Rp. ver rear:

aintenance

farzer- 'ilter- Alternative |
native I native I IT1
Zeoreciation f | i
Interest } ! !
! !
Labour f ! '
: ; :
' i

zlectricity
Posszitlz ifflerences in
cost of nmaterials etc.

4 -

Total yearly cost

—— ————

- 13 -




txt

- If the uethocds approximately the saze yearly
cost, one rill :11ly prefere the al e roative with

thz lowest inves:*;"t This gives tne lowest breax

even point,and extra safety when the sales nay turn

out to be less tian expected.

ct (u

- Do not stics T Ny ximum investment ger eajployee,
but of course, ke lower the btetter.

How to collect information.

Zefore sritiu; the ;rcject paper, collect the information
vou need. Jefore ccllescting the infornation, try to list
the infcrmmation rou re:alre. Prease make use or the check
list in seciion oue of the Project prepzraition training

ProSratiiC. ] )
Tind first out wni-n »lommation 13 2val
organization.

For more cetailed inZ:voation on the collaction of data,
nlease see 2lso in section one the chaoter, "Programse
fﬂr Zollecting. Inf.>a7icn for preparaticn of the

feasibility ztudy™. For what ever irfcruation is lacking,
you can on general zroject information encuire aoiszo with
any of the followin: scurces:

- ldniciry of Iniusztry, Jln, Gatst Subroto 52 - D2,
gaxirta with toe z-overal Directorate Generals.,

- _ianizzry of “ra®., Jln, Abdul lluis 87, Jaxkarta,
with tis¢ severu. [irectorate Cenerals,

- iriztry of Firnzicz, Jln. Lapangan Danteng 24,
Juworh s it ths ~owoeral Dircctorate Gerncr:lsz, in
cartlico.r the Llrzciorate zeneral for Customs.

- Joordinution Liord for Investmants (ZXEN),
Jln. Gatot Jubrotc 6, Jakarta, with the Provincial
soards (normally -2 representative of the industrial
Xanwil is 2 me.-ter 9f the Provincial Eozrd).

- 14 -




- Tzticinzl “cientific Documentation Centre of the
Indonesizn Institute for Science, Jlm. Gatot 3Subroto,
: Kompl. LITI
. - 7atiozal Chawver of Commerce ind Incdustry.

cln. i erieka Timur 11, Jzaxarta, with the Provincia

M.
v'- AL eY

- iation2l Inforoation Centre of uhe iiinistry of
Informaticn, Jin., Lerdeka Barat ¢, Jaxarta

- a3.D, National igency for Ezxport Developmen
cln, ‘“thairin 11, Jdak:irta

Zank Indonesia, Local branch or head cffice, Jakarta

~ EZan¥ Feirb~nsunan Indonesia, Local branch or,
¢ln., Gondangéia Larma 2 - 4, Jakzarta,

-

- ULlnG, United Yations Development Crzanizaticn

P.C. Eox ?OO A. 1400 Vienna, iustria (7ill reply to

; specilic guestions on m:qufact"”lqo tbchnalﬁ“y,
availnble ,uyullero o eguipment etc,) They hzve 2lso
a2l

21il:tle nrinted information on a range of
- .

A range of Turiper specialized institutions can srovide
inforztisn -l nhave libraries to jour assistance, The
followi:- srnex can e ontioned:

.l
.

o8]

t

\ cone Lisririzz and Institutions with libraries:
(For vore detziled informution ree ULIDC ILS 78/C78
Rerc»t o, 12: "y suide *o informatisa sources for
small In-ustry develooment in Indonesia").
30. of Books:
. - Amben llarine 5Science Centre Library, Ambon 600

- 15 -




a

“o. of Focks;

Earjarbaru Laboratory and Testing Institute
for Industrial products, Banjartaru

Telecomunication Research and Tevelopment
Centre, Bandung

Eancdung Institute of Technology
Indonesian Institute of St~rcéardization

cer=mic Research Institute, Eandung

(3]

Lirectcrate of Building Research, Zancung
Cellulose Institute Litrary, Zancung

Zesearch Institute for Tea and Chinchcona,
Zarndung

iiineral Technology development centre, EBandung

3 olo*ical Research a2nd development centre,

B4

eacvnsg
Tatisnil Tlectronics and Slectrica2l Rezexrch
Irstitute, Bancung

-

ricriesian Institute of 5Sciences, Zandung
Inztitute ¢of textile techrnology, Zandung
.Porest Pesearch Ingstitute, Zogor

utriticn research and Levelojment Centre,
3ogor

wutrition Research and Development Centre, Bogcr

o~ ~

-

Pesearch Ingtitute for estate crops, Eogor

- 16 =
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Yo,

of Tooks

Central research institute for animal
“usbandry, Bogor

Institute for research and develcpment of
Agrcbased Indus*ry, Zogor

Bogzor Agricultural University, Bogor
Yational Livrary for igriecultural Sciesnces

taticnal Institute for Tceonomical and Social
research, Jakarta

-

£ank Indonesia, Jakarta

ssency for devw nt and =2pvlicatiicn of
T

lom
+ech‘olos'v, 2

h‘ "]

e ne
'axarta
Ciristry of Industry, Jakaria

Jaxarta Zuilding Information Cenire, Jatarta
Iational azency for IZxport Development, Jakarta
Zatioral lcientific Documentaticn entre
zlectric Power Research Centre, Jakarta

Central Bure an Of Statistics, Jakarts

Semarang Laboratcrs and Testing of Industrial
_produzts, Semarang

semarang 2ulldings Informistiorn centre, centrang
Surabaya Building Inforriation Centre, Surabaya

Surabaya Laboratory and Testing Institute for
Industrial oproducts

-17 -
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10, 0f Books:

= Surasaya 1institute of technology 28.000

= Hasanuddin University, Tacul
"

y of 3cience
anc  mngineering, Ujung Panda:

ng 1.C00

a
v
a

= Ujurg Pandang Labcratery and Testing Unit

for Incustrial products, Ujuhg Pandang 500
= 5zjeh Lada University, Yogyakarta 18.C00

= Institute rfor Ratik snd Handicraft research
and Development, Yozyakarta 1.200

~ Central Institute for Leather, Rubkter and
Flastic Incustries, Yogyakarta 2.600

You .22y also check with sou local University litrary,
the iunicipal library, the Litrary o? tke loecal Kanwil,
or in Jazarta Linistry of Industiry ané tne libraries
of the differert amiaszsies, especially the aneriean,
the Dutch a2nd the BEritish.

-

Jor statistical Information on local Concitions in gencral
check with the latest ecdicion of:

- Statistic Indonesia (from Riro Pusat, Jakarta)

Por export and Tmport volumes and other export/imnort
information check the last annual edition of :

- " Imports. By commodity and country of cerigin
(701 I 2nd II) Biro Ztatistik Pusat)

= cxports., By Comnmodity Country of Destimation 2nd
Part of Export

- Directory of Indonesian Ervorters (IiF:s

- 18 =




For Informaation about local Industries

- Inductrie~ Diroctory (List of Lanufacturers, With
specific Informaticn (Publlc Relation Bureau).

cvic Induztry 1980, VYol I and II. Contain
-tical \Inlor'atlon on many trades adout

uction volunes, employment, costing etic.
1ro Pusat qtatlstik).

le InCustry Indcnesia 1979. Contain sizilar
on 2bout the Cotiage Industry sector
t  Statistik).

2}
roation about the Cottage Industry sector
o Tuzat Statistik).

aorns Indeonesia 1682, Lizt manufacturers =2nd traders
of very many cormcdities (P.T. Gramedia, Jaiarta).

ecificazion of items unéder the product “zser-ation
heeme. P ducts reserved for small industries
TFIK,

ics, creck ¢ the avails=:
8, Daftar Perervitan, =i

- &

zupnliers of machinery ana raw

Por i ln o npotetinalg
n2teriqts, cnzcg tfirst of all.

- Uzllow po 07 tne varicus telephone directcries

nirery 2and suppliers

b T - 4 3 v - B ¥ . ve
:or Lum_:matlon AL0UT furel_n mn

et fro. the restucti-e
-~

"ouut Len, Jou may 230 contact their local cormercial
representaii.ns, Lzpoadant on the reguirements, vou
iy find potential suppliers in any of the fo‘lﬂWLnu or

other counirics.

-~ 19 =




B.8

1.4

The first mentioned ones are traditionally suppliers

of low cost, simple, and labour intensive 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, Taiwzn, Brazil, Hong Korg, China, Singapore,
South Xorea, Italy, England, Japan, Holland, USA,
Sweeden, Germany.

Us2 Decimal Classification.

The project paper should be written in accordance with
decimal classification numbering system with main
paragraps, sub, and sub-sub paragrephs. One should follow
a fixed patitern of heading the paragraphs as follows:

LEAIN PARAGRAPH.

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

Jump 5 1line spaces from the end of the former paragraph

to the heading and jump 1 line space from the headirng
to the next.

Sub - Paragraph

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

t.4.1 Sub=-sub Paragraph

Sub-sub paragraphs are written with small letters not
underline?, 1 open line space over and 1 line space

under the hegding. The number of the sub-sub paragraph
to be determined by the second digit behind the full-stor,

- 20 -




B.9

Turznsr Sub ~ divisions. These are not nunbered, tre
hexlir: sivuld e written in cmall letters and under-
lize: in the beginning of the line of the paragraph.
These sub-3divisions carn come under any of the sbove
heacdli:.es.

Pro/=2ts over 25 pases should rave a3 sheet benind the
title pz2ge with specification of ccntent and appendixes.

Yhat 0 write first and last.

The =
to

.

idelines in the continuation zare written zccording
fezsibility study working plan, in the szame crder.
It s rot mean that the stud; writing should be done
in nhe sase sequerce, It is normzlly not practical to
stzrt th= vorizing with the introduction swimary and
entraprern eurlﬁl situation ind trereafter continue with
writi-z nroduct and market infor:ation,.

-

fach
o

AR N M
Al

oy

scquence can 2130 not be unniversally

“'hat should te idveatigzted zr.¢ written
t wili have to wary from prejiect to project
the situation.

Fir:zT one znould however alwzys dc some linited rpre-
fea Ziility study investizations to sort cut the major
cit.nTion and tre scope for ths project. .“ter that,
may It one lL 2y to convinue furtzer with the s
diflicaiv oGbiral 001nt3. It will 23120 Le natural
tTo LIX< G everal points sinultiniocusly.
The ~iviel fdennns in dependent orn the product conn.ruotlon,
ans s srsouct constraction i d:te-mlnlng the nanufac-
turis: gricess and the investnments, It will in general
not Lz 7o3sible to finizh off sne of theze ~uestions
belcre investiating the next. It all hangs to;einer
i mehoand L b we anprozcted accordir fly,

4 noral senuence w'th nuch roon for variations may with
Tz reszrvations ve roughly as follows:



1. Chapter

2. "
3. "
4. "
5. "
6. "
7. "
8. "
9. "
10. "
11. "

The Products inc¢/or Services

The iiarxet 3ituzaiion
Selection of Technology

Proposed Froduction

Location

Sales Progremme anc iiarket Stratezy
The Economy of the project

N OV W O~ O

The Entrepreneurial situation

10 : Implementation plan
11
1 : Introduction and summary.

Conclusion and Reccmmencdations

The materizl in c¢ifferent chapters c:r- rhowever nst be
finished, unless first clarifying some o7 the content
of later ones. That may include the following matters:

Chapter 3: -

O
s
!

" 8: -

" 9: -

Jo not start o write zntiaing unless

first checking thazt the level of investments
will be within reach ard *ie srofitability
projections will turn out with a positive
result,

The gelected varie
rerket requirs ent
technology.

ties mu
~ <
o &

anc

3

t fit with the
e selected

L]

The selection of techn:lozy muzt fit witn
the local situztion ani the seleciion of
entrepreneur.

The location may depend on =arxet strategy
and entrepreneurial sel !

2he pr
s

o) erert3 uf the i:vest-
ment i-

CoOpar: T i
depends on the indlemertaiion onlan.

The workin§ capital rezuirenents depend
on the profitability estinate.

- 22 -




Fepsi®BlUITY  STUDY
WoRYING PLAN




R

PEASIBILILY JSTUUY A0RKING PLai.

Standard plin for the content for pre
feasitility studies.

le

For mere Z2%ailed cuicelines on ta diffarent matters,
see pirt 2: "Guidelines for preparing the inciwi:unl
d

TUURCOUSTICN  LGTh SULLIARY.

Short descri:t
products T: te
offered, Inis

(1) .o*tive To
axbstiTut
IucconiIra

<t

(%)

liention briefly iaportant main zituations Z:or

the 2ro=sct, ag; sales .iethods s zi:riat coverzge,
3elected technolozy, locaticn and entr. reneur
situzion.

- of important data like invesirment lewel,
ion velume and value, profit:tili<r, =-lary-
reatio:, prctection requireze:ts, etc.

LTI T rr T L AT L YT ST

bl Jeud . sl T e iAo

-

For liew Prociectg for a narticulur entr.ireozeur:

“here the sponso:'s or applicants will be aswmer/managers,
state:

(2) ¥ame(s), address =2nd telephone

- 23 -




(c) Prors;se¢ <wnership structure;

: (d) Skills ané cualifications withir the recuired
technology.

(e) Present Bankers, crecit-worthiness and atility to
raise the required equlty in time (owmers o
capital contribution)

(f) Zvaluation of the applicazts abilizy tc run the
ctroject. Possitle improveanent neaszures to Te taxe
2s exir2 training or a2ssistance within rizrieting
production supervision.

If the sponsors or en
3

tregreneurs will not muin. e th
project, an acceptatle culq S

Tar -Qy. S0

———~ s

(1) Proie-i capacity relateé to market demand

-~

(b) Reco~eonced locatizn(s) Zocr she preject
indaic:.iion abkout how muny 3inilery projectz -hould
be 251 -21ished,

(c) Ile wn:zed Yo 3zart wizth 2ilct projecs) ;
recoriien’ed location for thisz (theze)

v (d) Resuire.unts tu the ownmers/iar:-ers v Lin

[ 72 3¢
-

1zna*e:ent nd tecnnology s:ill
and tuilsiip - availabillty.

C. For sxoinzion or Improvement of existiri incusiry:

(a) MNature of present busines:. Preseant prciucts.

(b) Ilame, 1d4re3s, =nd telzohone.

- 24 -




3.

(@) <harze in employment (manigenent a::d labour)
(e) Operational and financial record:
i Descrintion of existing facilitiies
ji Trends in his devclorment
iii Capacity utilization
vi 1uditeé annual accounts and annual sales
volume for principal procuct lires for the
1ast 3 vears. (zs appendix)
v Sank reports né staterents
(£) zvaluation of the a;plicant's fitaess Icr tre
oroposed expanzion, 2 when re-~uired, DIrCDose
or conditionil changes in the structure.
TEE PRODUCTS AND/CR _SERVICES.
The followirnz shoulc be highlighted:
(2) Prciuct specificati:n. The limifazalico. o cro:luct
wrriziics, (Vish justification)
(v) ilenticn other procducts thit can subgtitute or ve
substituted bty the procduct (when apzlicable).,
(2) lention attricutes ard/or hazardis ¢ tiie product

ind ils effects on the co-sumers cr rorulation.

_25_



4'1

4.2

~ = [,

TI{E :-.?MT oLy XL_\.".

Txisting Supplies . iocal I‘anufacture.

(a) otil volume unz value of the leczl produc

ticn
of the product. Distribution on relevant var

c
ie

ties.

(b) Production Volume within the drcvince/Kabupaten
and/or town/market a3 nay be relevant. shen it is
relevant, procuction volune alsc In neighbouring

areas.

(c) Spezify 25 well 23 possiile nxies ¢
turers, their croiuction velume, waric
other ritters 4s -3y te found relevant.

(d) The general situz=ion i
ivcustries in this trabe, bompetitiou, Profit.till
capacity utilization, quality. Cajability stirenght
and economy of tke comranies.

(e) Development sitizticr xithi: ire <rile, Change
tre ﬁroductlon velwse frol rear o Jesr, lncreass
in rnumbter of ezxizrorizes, Uxisting flans for stzare
2f other oiznificzant manufacturisz unitis,

(a) ZIzmport —olume anc value over the list fow re.r3
(b) Duties :nd restricti:ns on import-iiun

(¢) Compariszcr of »rice, zuaiity 2nd sreferznce
witr local productilon.

(d) The cereral zituation. Lame and

3 ht of the
importers., ixpected future d2vel::

- 26 -




4.3

4.4

4.5

Sxisting “uonlies, TSxport. (If iy and when relevan
(a) =zZxpcrt volume and vilue over the last few years

(b) PRestrictions, formslities and possible export
<u=ies on Zhe procuct. Possitle dis;dvantz;es in
exporting the procduct.

(c) Possible specific cenands to =xportation ind the
possibility for this rroject to cope with the
dermands, “u=2lity - orices - -uantity - payment -

g¢xporting organizations - export incentives. '

Tradins of trhe Procduct.

(a) 3recify tze nornal Irading system :nd tracins linis
from menufacturer to conzsicier. unecify tne profit
azrgins 21l expenses that are not included con the
different links ané show how the price buili u-
from ex fzciory to re*t:il price. Include frei i,
vransporiaiicn, zalas tax and other charges.
Sonclude ex factory orice.

(b) ‘hen significant, 3tecify 2130 other tyadin:z
systiems <that are iz use for the nroduct and ceuoare

suitabilities.

. et e e

ine sxlttirnc Leland Tituz
y + T- ..

existin:; knovm 3upplies)

1 Jou oarri
BAY lude zome of ¢

I tne Zemand, Igreciall;

2ply. .hen inport.nt, :

zo 3 different "t 1643 1o
3! 2 EXp Tl el
am L3 el e

e N L osla

he o}

differences in

Lf

3
=
re

culs-




4.7

4,8

- Direct contact with =

- Fro capita requirerert calc
- Comparison with the consumption of

- Comparison with figures from otker
areas/countries.

- Consumption statistics

- Test sales.

(b) Price and fuality elasticity. ‘hen
ShOW how and to which extent sales
te depencant on prices iné jualiti

(c)

Geograrhical differences. Pz
to own zarxet area.

Seasonality in Tuaply and demand

ulations

nucber of ccrnsurters

relzted procucts.
geogranhical

relevant,
volwne nay

(a) <{larify whether productiicn zrné/or consumption is
affected by seascnal wvariations,

(b) If 5o, specify the nontkly variitiors

(c) If rrices change cver txe seiszons, srecify this
a3 well 2as possible, possitly witn records for
the last 3 years.

Specific eopgtraintg anc Protective zeasures (IF any)

Product reservat ion, marxet regervation,
rrogramme or specifie goverrment

e

Zzpected future developments.

(a)

Lxpected re-uired changes in des

rclicies,

izn and

deleticon



4.9

(bv) xpectel ch,nges in price (ot:er than due %o

eZ changes in tne deuand volume., Increase
rease, Change from or to otker procucts.
¢ rd explain,.

(¢) Lxpec
a€

(d) Zxpectel srowth rate for existing .aanufacturers
anc e:fected production from other new irnductries
ta -:cme.

Corncluzic: 22 Cemarnd.

(a) Conclui’. tie above sales volumes ané the market
?OSSiZlLiTlGS that are open *tc this prcject. You
may wren it 13 pricticzl use a tible specifying

51:les wolumes for a 5 - year peslod; as ~nhcwm

on pzze 4.

n i

(b) If iz es of the tactle above will be too
ancers rou may operate with optimistic ainé
resini lternitives.

(¢) Iniic:ite to siick axtent it nay be receszr 27 1o
rert 1ot uanufacturlsg of silher procucts.
“adicats o whet development consitraints that i
invelve, iod wnat srespect the iditional rroducia

SALES PRCGR.UIIE  ..iD LIARKET STRATEGY.

(x; Lo ve e sl caT o3 voluz consilorino i
suflfi-le '+1" ”O’e)t utilization of the open nariet
Tpecio.cd o izove, manlnwa ret utilization of production
cap;c;t (com 3lete parz2 o ad T first), werking
czp-tll.lzﬁ‘tat*on, ceasonality and posszibly other
corsir-iuts,




(¢)

(d)

(e)

(£)

(5)

o}

P g —

PPV

cudge astrenchts and weaitnes

3es3 in trne market for
e e
co.npared Wil 0%

Svecify expected sales voiune and market share
within rearby markets, more distant areas, possibly
witnin the whole of Indcnesia,ind wren =2pnlicatle
2155 for sxport. You oy expect tie utilized
procduction capacity to increase e.g. fron 50 5 to
10C 5. You may possibly use a tatle zs outlined

on  page o7

If the sa3les is expected tc te rez:cnal, specify
expected 3nles divided cn the 12 mouths of the year.

Speclfy how 1t will te poscible 1o reacih these
targets. Tracing system, number of o azents or
32les representatives, zpecially recuired siales
rroneti-n activities,

spvecify e=3vecially (if cifferent from wh.t i3
zpecifiec for the trade in .eneral) neow srice iz
cuilt ur with cost and croZits on tie (iffersnt
1irws from ownoex factory to 2 reiueil arice, If
relerant. spetify export nrice anl dessible other
special _riceg for special nirasts.

Zstizate Zor the 3 years, costing of building up
the g2l:3 orca-ization,

CLOGT CUL JTICK.

(a)

(B)

(c)

peclfy which tEChr°10,leo can bte used in t:

ip "e
srciucticn and give a short description of th

cr availzble teciinvlories

conpare the annual cost Sles
ot on € yo ™3y te used,

1ole az outlined

L‘l Yy

3
o1

Select technology for the project. Lormslly one will
select the technology tnat creates the lowest annual

03ts. an alternative with a slighktly higher cost
3y at times be justified, provided the investrients
are low and the employment rate i3 hizh, Ixplain
the situation,
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| (&) If tre ceoloction of specific machines is an open
auesticn L Tter selection of a2n =2psronriate tecnnolo:y,
. i 3imilar oomma2rizgn can te oone o Jifferen
Iniivicuasl aernines,

7. PROPCSZD PRCDUCTICN.

- - e FRS -—
T.7 TPrcéuiction Frocess,

(a) “pecify _*ep Ly step tte different pro.esses
[ 32 tie vroiuction, and when necessary mave 2 flow
crart,

(b) 23 can te u3ed and when the
rally well Inown, descrite tn
and the squisrert that -ocs

7.2 PFroduction Pro:riTme,

T~ o e T -~ + . - ~ M I S £
STerxtl; wnich 7 tne fechniesl 1ir itinz factor of
the o sroiuciis ToluTe,

(¢) 2louline mnxismw exrected 2nnual croduction. The
tnesritlcenl mmenine cavacity may ce reduced to
st wraetioally nossivle invo.vh mult inhying

et

#LT.. eduction iactors ror the Ioilowing:

- A lorer zpe2d4 in the practice than in the theory
o) bzence, distur-
e t

. = Lack o ~ontinuity
3 echnical

tances, “elay in
failures, eic.
- lepeatz, correction of mistaxzes, wreck production
- Jeascnral limitations
(Nosmally 30 = 70 » of theoritical capacity)

=3 -




7.3

7.4

(d)

Specify oroduction prograzre for the

starting may be with 50 %
expected annual producticn.
the production on the diffe

Raw materials.,

(a)

(b)

(c)

(d)

(e)

h.anpower

3 first years,
and ending with 100 % of
Specify dividing of
rent procuct varieties.

’ention type of raw materials to be used and how

to orocure them. How will %

ey be transported ?

If not making serarate product cost calculatiors,

(para 9.4) specify the co»

sumiption of the indivicual

cemponents, raw materials and consumeables per item

ané per annun,
annual costs,
included.

add freight

Confirm problems in ootaining

and specifiy how such protle

1

-

For seasonal profucts, s
will be influenced, sneci
the year and cetermine ne
srices to be paid,

(4

0 "

%0

rerify payment conditions
etermine necesszary stocks.
apital demand for raw mate

g
9]

-
A
-h
~
~r

Reguirements.

(a)’

(b)

specify no of operators and
“ifferent processes. Tueci”
gocial costs and calculate
HALES,

Specify prizes ard calculate the

ind expenses that are not

particular materizls

=s will pe solved,

rice variaticns over
ssary stocks andé averaze

cify how the purchase
D

for raw materials an
vzlculate woriing
rials.

assistarts on the

7owases ant lewrel of

total variacle cost of

Specify no of additional woriers and helpers for

office ard managerial staf?

g2laries and calcul=te total

and wages,

» 3pecify wages and
fixed coats of salaries

- 32 -




(e)

(d)

(e)

(£)

Indicate skills reauirement for the different joos.
Specify to which extent such sxills are already
secured, a2nd to which extent they may be found

availeble in the market.

If specific training is required, specify how it
will be provided ard the costs of such training for

the project.
«®. -

Sneclfy if any seasoznal nmanpower will be required
and how the problems of continuity in skills, will
be mainteined.

If agsistance from the outside is reasuired
plant erection, cecmmissiozning, and initial supervi-
sion, specify mode anc costs.

LCOATTICH.

(a)

()

(e)

(d)

(e)

(£}

7hat i3 required in the province, iz kabupaten or
the town to Le a {it locaticn for tre project ?

How does the_selected lccation fit with these
reguirerents? Distance tc the marxet are= for the
procucts 2nd to sources of raw naterial,

¥hen applicable, compare thne costs of establiahing
the industry in different arezg and state ire
reasons for the location selection.

ibcut duplication of the project within otiher arewg

Jhich reguirei.ents are there from ti: project to the

nlot, tuildin:; nize; electricity sup ﬂly, roed
connection, witer and sewer CO“"eCtLQLS, tblebrone
etc. and how are trhese matters settled 1t the
3elected 3ite.

Description of the site and building situation,

- 33 -
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9.

9.1

THE ECQ:iOMY OF THE PROJECT.

Investments. (Specify which costs are already undertaken)

Land and Z2uilcing.

(a) Specify costs of the project for land, builcing,
road, fencing, sewer and water l“at31¢ablon and
connection, electricity conrection or electiric
sernerating, partiticning, 2ir concditiconers or
ccoling farns, possitle prefessionzl fees, etc.

(b) If leased, state contract period, concition of
lease, anount,and payment conditions,

L'achinery end Squipment

(a) Specify costs of 211 mackines and tools =ni =2dd
recessary packaging, freighty, insurance, import duty,
3ales tax, handling, bank expenses, clearing =and

forwarding.
(b) <cSpecify ins*tallation cozts for 1'~nﬂne*y funéations,
electricity, power connection, water, fuel

(c) Aidd contingencies, poszitilities for price increases,
and currency fluciuations

(d) <Confira if secondhari eguipmert,

ther issets Reguirel:

+ Purmiture, transport means, fire ettin*uishf"g, cfiice
ecuipment, telephore, cundry deposits and prepaymer.ts.

3afety factors:

Add contingencies, and allowances for price in icreases,
and fluctuation of foreign currencies as nay be
required,

- 34 -



Fre-operational Expenses

(a)

()

(c)
(d)
(e)

(£)

Peagibility study fee, engineering fees, znd legal
fees.

Company forration exrenses and local establisiment
expenses

Training expenses.
Interest before start of regular orerations

3alaries, power co:°umption'and swniry expenses
before start of operatiors.

4]
$.1
.
4
P
I
"
ct
s
[ aid
[\
[ aad

Inputs for faulty trial product
production.

Norkinz Capital Requirements:

(a)
(b)
(c)

()
(e)
(£)

Cash (wages, 7alariss, :n other casia expznscs)
Stock of raw materials

Prepayment/precommitment fur purchzszs in oréer,
anq undsr disgatchzent
Worx in progre

L

3

wn

Stock of finished products

Debtors less Creditors

- 35 =
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9.2

Financing of project im OUU Rp.

(a) Specify the financial sources for the different
investment requirenents.

] Total |Bank [Entre- |Other Spe-
! loan |preneur |cified
i - ! ‘gources,

{ Land and building ! t :;
: Building Improvements : E
flachinery and equipment ;
_Installations 1 '
Other essests ) ? 3

Pre-~operational expenses

Working capital require-
ment .

TOTAL

U W

—— -

(b) Specify which grace period, loan repayment period
and 1invterest percentage has been ant:cipateda or
indicated by the bank,

(c) Refer to the cash flow and comment on te which

extent {he project will e able to repay
the 1loan.,

(d) 3Specify which securities are available and
how tnis 1is considered sufficient to cever
the requirements of the finance institutionm.
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3.3 Prefitability katimate

“Yearly costs in 1000 =2p.

Tst yeariznd vear ird year

Production quantity in 5 of nominsl
procducticn

Trodusticn ~u-mntitls

[,

wamatats b bl

S2les Feceipts:

- Gross s=21es

- Less s2l2s3
cizcguntz,
Yet Sz2les re

jages (vari

2aw materizls and cInsuzzbles
Zlectriciiy, waier, fuel

23w matzrial transaort

Zub ~ total
" . e — —— 3
Zros=s Frotfit

s 3 o ST § .
RPived Co=ts. ‘
S} L e LT . SE s 3 ’
Salirics imd wires (fized part) .
Xent
g . -~
raintenance and Zenalr
-~ T =~ .- Trm - & R - v
Stationer:s, Po:tz e 1nid telephone
C2les  exrenten :
Transrort zn . veicale exrenses ;
“ ~emm Y TS s ’
Sravelliing :
Imaurs e :
sadit o llcenzes, | ing charges ‘
Deprzciition '
L S - 14
I terez=a !
~. . - 3 »
20 rLes i
.
Tup = tetal
— .
. i - ~ S ——
2721 £roduct-
e Tt~ L] M
icn Zosts
oat= '
. ;
. a iiw a = . i H
-y - b
Sorporate D in h | .
Yot trstit 2 taw %a- - .
LT TYOILT wlNer vaX : t

2etum on investment (or irnternal mﬁm— -

rate of rsturn)

Zetarm on cquity :

Talue 2adéed ' 5
crployment (no of persons) , :
Zreak-zven 3oint (77 of expected 3ales) ;
Investnent/vorker ' i
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3.4 PRCDUCT CG3T CALCULATICN,

(a) Tiken require? nake ccst calculation for cach of

the individuna

- direct raw

sroducts to be mzce, specifiying:

~1teri .ls and coxponents

- a3dd indirect variable costs related to material

consumption
- g@direct labour

- ada indirect wariable costs related to lavour

costs
- 32les price
- gross ovrofit
- fixsd costs :ddeé
- net vrofit.
Flease see aiagram

(b) summariz

the material csriz
coxis to tally witn the rproii

page 179.

the cir=zet l:itour
tapility estiiate.

(c) Comnent on postiole varying profit wmiar ins frcr ite

orne nroiuct to ize otrer.

9.5 .7 TLCJ

Sources of Fund

Frofit beore tax
Depr<.iation

ILoan utilization
nruity

Total ‘Jources

323 of Fund

Fived assests

Jorzing “arpital Increacze
Tax payment

Loar repayments

Tot21 Us.

9]

Cash Surplus (deficit)
iccunulated Cash

T
e w4 =
—.%e fe.0 @ ...

n

D

3

il
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11.

T

e

H : . 3 3. e £ e Y3 3% 4
+iz-. ChotTer flers iz likelimers of vy liouidity
tlems, 23 kow thcoe in c=2:2 may te sclved.

n the rrciact is highly seoz2zoral or when the liouidity
criiicz & ~orthly treakcewsn for one or itwo yeurs may
re~uired,

T . s on.  Toslie

(2)

C

1 specifyin: the ciff

b

b
(3 (A
poo £3
‘+
114
o

€X Tivi
roval to re-ular production, including
: formall.lna settleent, tuilding
achinery purchase and i:stal?ation,
1lation, ennlcyment and treining,
rchase, z:les channel nreparations,
ing ané irial produciion.
$lit The "Lifereni acti-ities Into separate cpera-
i35 “c <& extent that it will ir rnro—re the picture
i ruUtz ithe timing 3uffiociently relirable,
new nzo233ary for the nrovizion of cexlifal o
221zl 11 of pre-operzticnzl interezis, draw lss
3 05l = i»y  for the emdloying of tiie carital.

ZizhilowT uncert:ianties in the implementition plan,
woittr 7tat recuire specizal attention, angd matters
St ruizT Ze 2resired  n due time to Taze the time
Jons 2 20a3itie.

NSLG3I .. oS RECCITIZNDATICHS.

(d)

Adsears e viasUility of the »project

- - - "~ - - - - T S h -".

T LiF L Wrrarts T ote fhlten fo ~ifecunrd fhe
.

viabili N

~s - - I, - 3 &

3ive to2loiendutliong about the 3zonzors or

R Fs Ty~ -

anrliz nts of the bprc ect.

inzncing of

the »roject,
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TRE PARING THE
IND{VIDUAL SECTIONS




Zart 2.

PR — ey
Lol Ioudhiaodals

GUIZE -~ LIS 2 G ‘
SECTIC:S Cr TH: FEASIEILITY JSTULY.

3 T 3 T 1+ 1 1 2 e it kbt

"

The com:ents in the following refer to the "Feasibility
study “orking plan® . Chapter <, part I (z2ze 23 - 39).
The comments z2re given.order o the chapters of the work
plin, not nesessarily in the order of recommended wecrking
secuence. (See chapter B 9 above)

ot all jues*icns or subjects in the continuation nust

be z2nawered, cnly that what is significant for the orojczcet,
) and when it iz important to give a real 2nd meaningful
picture of *he situation, Important questions must not
be omitie
Sone of
no relew
export

¥ ¢

t4 (O ® e
({4

[
W
e}
ct
[\

rs may be omitted 'vhen *rey hnave
project.l2;Do not talk =230ui the
t hzs no relevance %o she proj:ct!

suochap
to
et

.34

He

3 ot
'3
el
ry ot
+

8]

e

.
-
-

Y

ot ot O

ent chanters :ust also be givendimensions

.0 their importance in the situation., If the

uation 1s obviousy maxe a brief z=nd shaliov

tucyr i
ke 4

IO
o

:J W]
Ni{Ne)

Y Ch Y ey
2,

WO

oMo
b=y O

‘
L

.
s
LAVVED,

H
b If it is more doubtful, lccx dceper

= 8

Ha )
(!) <

(o]
ct

You rmay also in certain cases need to irvaztigate

i
matterz that have not Dbeeix mentionsd here at all.

- 40 -




~

INTROCUCTICN.

iake the introduction as short as possible. Do not

give general inforuation that is obvious ané inovm to
everybccy. vive orly 1@;0‘“ tion whnich is nct generaily
Kew Lo not gereralise, but give inforwa‘ion about
the spe»lxlc progect. Divice tze introcducticn into
separzte subjecis as follows:

Procuct:

mell what to be made and in whiech scnle. (ne zentence
m:y Ge enough.

ct:

=N
@

Motive ef the Pro

“hy i3 tze project required ? I.e. hoo
inprove ine 34r'et sitiation ? It nay
substituze inport, =2chieve expert, lmnrove 1inite
availability, improve the cos t or auall*" CRRAR
the prcéuczts, or to utilize special 1oc411J 2

raw m_uerlal 5, etc. lLiention txs relations of
project to ithe nzrtet and the ccmrunity, not to the
entrenrzacur or itrhe employees.

atior~ of the Froiect.

vhich mar<et does the project ain to cover and to what
extent ? %ill it sell its procducts .ithir ile towm,
the dictrict, the province, or countrywise ?

7111 it sell to 2ny particular sector of the warket ?
(regaréing quality or price level, type of cusvon
ete.) #ill it manufacture or ordier basis ? Yow is
nariet in zener=l, 2nd how i3 the competition situat
irn the 3ales wethodes those normz2lly apgplied withia
trade ?

Jhat technology is selected ? “hat is the reason for
the selection ? Is it different from what normally is
applieé ?




“hers 21¢ how iz
nat is thz ens
Wthich coubts
financing ? Th:
similar project

Y

rs
i
-V

S

SummEary 0i scie o

the lceation, and the builiing ?

oreneurial and the marnzgeent situztion ?
there abtout 2is abilities and his

scopes z2re trere for establishing furthe

with the same and other regions ?

ain cuata;

fhat is the inte:x

L]

ced production or sales volume 7 HKow

does it comnare vith the breax even point and the potential

of the rarzet ?

that i3 the i-vesient lsvel ? Jould it have been lower ?
Thr iz it w:de z¢ nien ?

“ow will the »roject te finuanced +hat are the major
financial condiiticas ?

Hovw many .
ment ser o B
to empley oz
what or Tisy aw
share., Utiliza
on inviatient,

oy '
«r My (M
(4

® =

(Rl

1 2e crezted ?2 “hat will be the invest-
7 vouléd it be more or less ecoronical
osle ?

cxpecited 7?7 Ireax even point; iarist

or of the production capacity. Zeturr

fho toox tie Ixiliitive to the project und way ?

Iz the nyo_ect ew :r 13 it ar expansion ? If it is

an expansile, Wkt 2an it net be financed from the connany
orofifts ? v ils ile zxpanusion roavirad ?

Judgerent of tre

situation.,

Jive vary tviell

of the nro_ ot wi

3ifei M ting,

Selee e Tt
-

Zout . e L

- . arxet in?

voinfermation about the m2in fltxzflon
Tt cata, positive aszecis, doubts né
¢l iz ~rojeect., ‘hicu cdoubts ure nrecest
© 32 Lo projeet T ow can these oults

rave Leen riade wkiich contain wicertaiin-~
involve:

-], o
r.avicn esrriciness,
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- Cffer waliii<i=s,
R . AT . . .
- Pessitilitizs I influence of orice ineresz:es
helore nd :ftar imglenentaticn,

- Capacisy or lzbecur reguirerents,
- Licenses or izpcrt protection availability,

Pl

reliability. Obtainzbility
al,

- Plot or builiin- availatbility,

- nireprereursni
of equity capit

~
g
L

-

[}
3
",

wallebility of zey staff, etc.

m

WY --—--7 I s ——— e aae
i L.J

PR R S 4 DA it L Luta e

- The oroject pa2er should bz writiten -fier
tze clicnt. The troject cannot te annrove
in conmection witi. Mmalready Jjudsed cli

i3 =0t yet 2vailshle, a
zroect paper czn e written, indicati
to tne cliert.
Trhe chapter shkou
infor:aiion, wie
e3szential in t

I normally contain tle follow1n6
e you oulc ﬁrahas1°e or wiiat 1is
[

Infermation requirs’ o0 311 2rofc~tas

(Ef iore i3 lore than ine andin leacder or participant in
tae yro ent,give tinmii-r information for 111 o7 ihem or
in cimmon for then, 1 the manzzement is vafere from
vie sumert, tive alic wizal dnleruation for the ey
ranace Lzt )

e 07w,  telartrere, e, family situation, heonernlac
mnd  lots of livias, )
Trezcnt vggqg;tic:; -?ype of job, employer (since when),
zresent snlary and reliationship to his occunation,

Peasitle otrher relevant engage:snts,

inte-“iorns. .hat are hig plans for the project? 'ill

o (D

contisie 1n his exiztin: occunation ? By whom and how w
in that cr3e the nanazeent te taken care of 2

11




-

¥#ill he resizn (whea), 2né will he do the manzgenment him-
self “hich furtner plans does ne have for his future ?
will he 11so engage in other enterprices ? ‘hich nlans
does he possibly have for further development of thne
project ? Do you consider tanat he will devctie sufiicient
. time to management of the project ?

"0

dualifications. Which relevant sducation and exgerience
coes he nave ? Which knowledge does he have within
industrial nanagement and withia the recuired tecnrology
(iiore important than his pa“er aus :1if7cations and number
of yezrs of exverience, is it to judie the wisdom znd
skill he is performingz in ccnductisn himsgelf =ané his

N hlats )
- affairs).

Hupan Zfualities: Is he suff
he acle to see nroblems :iaa
.

iciently hard worsing 7 1Is
cpoertirities ?  Hzas he the
“ecesﬁ-ry isitiative and enerzgy to sclve tihe zrool:z:is aud
ES

to utilize the orzortunitics ? Has ne the zxvility of
zorting ~1nor nroclems fro:r the nzjor ones znd Yo cxtnrk
on =kat i szential ? Is he horest ? Ioes te fe=2 his
rroxises 35 sinppointnents ? Zas ke be:n very uss-u
durisz the prenaration of the project ? Has he scuad
btehaviours =nd uabits ? Is hie well accepiec within th
community ?

ffow coes he coiduet his private econ:my

Bconermical backzround. hich readfily available capital

can he invest in the project ? ~hich further :apital
will he te zble to ottain from lercing ? Cn baces cf

which securities ? \hich possitilities does he hkave of
obtaining ecuity from peossible otrer socurces ? =How 1is

his generil ec.icmical strength ? Iow successful i3

ke is controlling his economical affairs ? (Please specify
smounts in Fo.)

Forei Partv. If any forei:n narticipatiocn or asziztance
18 reculred, please confim :nc snecify 2ddress, tanagerial
and’ tec.*‘*al ~uxlifications, tyue of collatorati.n, and
D“rthl“.flon carital,

ceify  Tug comvdlucants to trhe fvolect of Liin ihs
partles, zné enclose 2 copy of the coll.itoratisn 2creement,

Judzeanent: How do you conclude the +ibove stoervations
relzfed to the proposcd busiress ?
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Zow 3ble «will ne be in condu:iting the du ess
“hich short-coniszs o you foresee ;3 and winich pre-
cautions would you consider Leing useful or
safesuard the coxtrol of the project ?

Is the client really fit for tie project and is he the bes}

pos3itle candidate ?

The firm: Is there registered a company ? Is it a
Bror¥rievcrskip, 2 private company, a co=-operative or
a limited Company ?

nzne, the busines: =ddress, the ragistered

2id up capital of the comzany 7 How is to

y the comnaitients and the tasks divided azong
ici

1: for expansicn of an existin
i information:

hR A PR 4 s a $ = n s wmeted
The “ature o7 ire Business: that i3 the busizess making
ana wn2t Lo LT trading 7?7 How 1s it operating and how is
it 5elling ?

TVey 2 - > M > . % . - s -3 .
Dzt2 70r the business: Distritution of exiziia: sh:ire
caplt=l, nie3 of Jurtners or dirzciorz, n2 of smnloyess,
. .. . . ~ . N . S .
exisiin_ irnvestiert, location of <he Lunirnes:, existing
<, -~ e A £ - - - < - : Sy
amever A oroflt, developmeni i turnover ~nd profis
curirng oo resent years, o of sRIfts, utilisocion of
prciucticn caracity.
- , » — s ot s . : .
crezlens 07 tre Tusiness., Thich cre the n2i- ~roblens in
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nrobhlzig ?

2CCT UL of the turiressz, Lnclute the Salonce et and
¢ profit anc 1 account ot tie sroject, preferably
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- HKaterials in order

- Lateri=ls stocex

- Jork in progress

- Froduct stock, thereof current stock

1

- Debtors, thersof dcutitful devtis

- Crediiors, trereo? long term credits)

Specify how tre worii:; czpii:l can ve recisposed,and
what kind of 1mnrov»“ent T2t can de to the exisztiag
project without any loan.

3. THE FRCDUCTS AND/CZ 3Z2VICES. |
. 3,1 “ational Procuct Selection. To zaxe the production
econoizzcal ard raiional it ic n:zcessary to limit Zhe
preciuction to as few »rciucts =5 nossitle.
if one can fill tre whole preduction with only one ﬁ
rrcsiuct in one executicng fewer machin=s 3n¢ Tocls are
re-uired, raw naterials will te less, ti e will bz _eiter
utilized, the zxill "lll te hisher and ncre =speci:i:lized,
sze procuct better, zand tie drccuction ceivs lover.
Cnl; if 1t is necessary in ordar to zchieve enausih 33123,
sr to et a sufficiently siatle situziiorn, ucre oroiducts
should be .i2:de, or tre rroluct should e nde 11 cre

than one exccutlon. In 2all cases, try to limit the rang
of products as much as possible.

3.2 The product should be nroperly constructed,

- in oréer to suit its purpose

™
ot
L
3
(43

- to 1limit conswrption of materials un
- to simplify the manufacturing procecss

- and to limit the nc of machines and tools reguired.




It i3 rnecessary to examine the proiuct :roperly and
if possitlie innmrove it te_o“e firz3izirn; the crroject.
~03t zrccivcts car be imzroved witzn limitegd efl'*ts.
Flezze 3¢ nct take it for granted tzat the product

iz -ocd srough already.

The cxeseution and the cuality ¢ the product should
T =

ceniznd, ”r.d will rct aiways rez2n

- » o
e for ine
that tre rizhest CJQllt is the tz3t-if that meﬂns
ingcre:ized cozis., The e;ecutlon srouzld not necessarily
te the -: ¢ 23 what the azr<et is zxcuz®toi=2d to.
Ivzroveenta ~hould te mafe to thz extent that one
cui ©xXTect the onanses Lo te accerted wiihin reaszon-
mhige vize,
The fclliorin-~ sheoull %e szeciliel in 47 e nroject nuners
ITroaunt C-saificaticn, Type, 3izs the
TroiUCy. iterinls and cosmionernt~ .
Irecify -2 nroduct clagification "
duts $iviff elassificatiss number.
i

Prcl vecify varizTlex 37 =hie araduct
it variatiors., 1Iniic:ie tre
cif lume betvwezn the dilfzrent
exs his nurber 7 varietisns teen
gelco
Sensi er number Ay m2an increized sales
and e 1135 cornzider it 1t means nore
tori~, uwtior row oiiterials, lar-czv 3%scks aad i-eraziaed
Celana Tixoworciog eapitzl,  Yiow an it ke asserteined
that th 2 selzeted varietiss are tlz Lczt needed ore3 ?
Lernineye e nrcauct yith cther gi ilir oroducts jn tis
marcet, nich »re Tthe aifference: 1 fosivive :ac
ceiaTive lirection eocnaring the "LIlferant charactori-tics
o7 vl rrilunt ?0 hicn ol fihese nzracteriztics iv: . ore
irpnreat 7 wor L yeou senclude Tle zneral frefeiibie
;]

. °

tere sre any ational eoc
nhe proiuct, now does it

uire adaxroval from the
tors
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It is normally more difficult and important to reach
fisures one can reasonably relv om, rather thsn
getting accurate figures with many decimals. It is
therefore important during all market investigations
to cross check the information by different methodes
of reaching the same information.

How thorough the analysis should be, deperdems on:

- The safety margins of the obtained information

-~ The difference between planned production volume
and market size.

- To which extent the situation on the market can
have an influence on the establishment,

- The size of the project.

It is normal, not take the tasks seriously enough.
Cne takes too many matters as obvious, one do wrong
judgemerts, and one trust wrong information,

Cne 4o not contact the most vital people already
existent in the market. These are major sources of
failure for many projects.

Jays of collecting informationm.

Collecting information during the market enalysis is
an important and often time consuming task, requiring
contact often with many people. The collection of
information may be done in 3 ways:

- By reguesting in writing. Only very responsible
organizations 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 btuther to reply, and the
infornation takes long time to arrive, NKost
important; one will miss out very important
information that has not been asked for.

- By Telephone. More information can be obtained
fﬁis way and very quickly. Unless when very impor-
tant and comprehensive information is reguired, the
telephone should be used largely.




- 2o cour sersonal visit. Apolicatle for the nost
iﬁportqrt connecticns, Prepare 1 complete list of
auestions in advance, but be flexible aurlng the
ciscussions. Important informatiun ght oe =svail-
2tle which is not ccvered by vour *lan:ed guestions.
Ze sure that you enccurage ne zentiorins of such
irfernation. Tryv to cet the information auartified

ty figures. TIry tc re\'ezt putting any uaswer into

i"yboay s nouth by indicat ing ANSWErSy Ze will
romally tend tc agree with you even if sour sugges=-

ry

ticns might be very wrong. That is easy and polite.
Jo not take ™o " for an answer, cvut put ke ~uestion
in a different way, sc tzat you zet at lzast the

Zain information you recuire.

Ze arare ¢l that people tend to edgerate the
information in the directior which suits themselves.

cuize ani tross creck the i 2 Jou zet.  DLiscuss
With Zim im-eéistely the infur.ation you get, znd iet
nim relitely understsad when cu cuz sez t:2t his
infzrmation Iz wreng.e “henm rtua show experience, that
you #Zrc - cuite = tit of the situatisn, he will alsc b
more cireful avtout ziving you correet infor:iation.

If you want frank and open inforzatisn, it is -eces:ary
thzt ycu ire frank and open yourself, ‘Then your coniec-
tice secsz that he :s2t informaszion through siving infor-
maticon, ke will te :zuch mox clen to you; confidence
crcatas con fifence. It iz t:rexrefeore imzortznt that wou
out zourzelf suf? 1c19nt1y into the pict*rc tefore ap:Nach-
ing 20..petitors 2né others, Ly rirst ooing e tit c¢f iz
recuired desk rese-rch,

Sources of Yarxet Information.

iz “a*pl" “os,lb’e from any souroe to e fully
rreCt i reryable informatlicn coverii the ncoat
mpcrtant of nrat O”e reauire to 20, "ven it is
fficult to «now what one recuire to xrow tefore one

s éigcussed with people in tzne trace »rd roughly got

xnown how the gereral situation is.

e e e I |
O W®reld o
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T9 rave contact with several necale within the trige

is zisclutely necesdary. Ztudying of statictics =ng

wrilten information alecne can never give any compiete
I

and relyable picture as reguired. ‘

The information one zet from different scurces can offen

wiry wicely end contradict each cther extensivelr, and

it is pecessary to contact different scurces and coxgare

the figures. The more the information varies, the more

sources may it become necessary to contact. Such cozdarison

and reasoning should be specifie¢ within the feasibility

study itseli. The more the figures differ, ard the more

difficult it is to conclude, the more sources cne skould

approzch. ,

However good theoritical and statisiicel information c-
kave, cre can never omit to get versonal inforration,
Sources may include otker operating marufacturers,
traders, 2nd cornsumers of the product. Cne should
sererally rever make use cf less than 2 different ty-=s
of sources or methodés to arrive at the demuncs c re
rreiect,

dhe aifferent chapters will als: recuire ccntacst rizh
cifferent inform:.ition sources. e Vive ir the tatle
a3 £51lzows indicated o which extert, Zifferent zurse

(N 3

T2y e useful for different kinds of reauired infciviz-




“he use of Jiffzrest souv of Infermaticon in the

Jource priority Iir the different
aspects of the re-uired (nrket
* information: :
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Existihé imporf
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ntructure
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. - Pactory resrezantative l ;
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- ?raier's 2szcciitions 2 2 2 1 1 1 1 2 1 1 :
- Tri-rat 3 3 - - - 3 1 1 1 - .
- Ir ust 3 3 - 2 - 3 1 1 1 - =
- 2overm 3 3 - 2 - 1 1 1 1 - =
\ - Test Sales - = 2 e = =2 2 2 - .
L= T emericl airllors 2 2 3 - B
p= Lachioary un IIlors 2 2 1 3 z - - = - - -
i
e Inpineors, Torculianitc .
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¢ o i7Terent chidterz or types cof iaformaticn

1 rc-uired, has been indiczted how useful the

ent seurces »f infor.ation tay be. The claszi-
y S las Seen dune as fallows:

tne most imdortant sources

L]
-
"
(9]
[
»
-t
15
Y

2 = Li you do =not et sulficient information
Ircm: the above cnes, try these czources,

V)
1]
-3

4
ot
[&)

ee if vcocu can get any informati
froa this source 2s ell, ~hen you an;vzy
are in contact.

-= = Nommally rnot rszlev:nt zourcs.

fU

aS c2n be seen of the table, the ovportunities of
zettin: crocoing Irnformation fron very different scureces
will ~lwyz te there, znd 2 number of scurces rwst se

The _st imporitant scurces :r
S
[

e 211 the o
tursrs Tt 2lvead axist in the .ra;c. owever “Cui
: information ¢ie get from elsevhers, coitict it =
rumier of exizting manulacturers choulé 2lways te

ccnTidaae v orust.

wooor2 cin 13s see fro. *he i2tle, meot zources

zroviile gariet infortation witiin a rasse of different

fielZ:. I% iz hence importarnt that once one has the

opperiuniiy 1o be in contact, ihat ore Dumns out zg

muer infe-2tion sz pesaitle vlt::n the ¢iffersnt =veas.

Lornel’s 7 Tor the questiana ~hould be prepares in
tince, ne vill also when pes alol-, try o cet zne
Tirmiatlon when ove for onz or another vezzon iz in

T iS, Lol it oo oaceidental :&eti:; or contact mainly

fo iifZererrt onurnosze, E, Te wien 2pproaching sachiners

or teri=l supnliers to get cuotatic:s for i:

N tthe rr to o2t sanswer to the mariet cuestisas g

e

Ler2 Tuaryier ancut the Giffavent arzct Infor-atisn

LA,

Te Imnufactarers of 3inili:r products,

Do ro%t aveid lnem. They iare the nmozt import:nt sou:ce,
. an.l Shey lowwe the 11“O£Ltj cf the require




Sometimes they a2y be reluctant to give you information,
or tiey may some times exdgrerate the problems to scare
you off. Be sure that you have some information for
them, it is a matter of give and take. 7ait with
approaching manufacturers until you already know from
other sources.

Yhen you get wrong information, correct them or show
them tactfully that it can not be correct. Have your
1ist 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.

There are very m questions yo&:%et answered from them,
but get first of all to know about:

- Their own production volume, others production
volume, total productior volume, volume develop-
ment over the last few years, seasonality.

- The general situation in the trade. Constraints
ané developments.,

- Zxpected changes in product, production volunme,
merket demand, and other matters,

- Iarketgpg channels, trading system, prices and
reseallers profits,

You will normally find that the larger manufacturers
cnow more than the small ones, but the si*uation and
the information is different, so contact both secctors.
Sontact a2 number of them;you can than easily cross-
check the information and ge%i a mcre correct picture.
You m2y not be able to get very accurate informastian
but that is not either very important, Get to know
what the seneral sgituation is.

If you do not reach the go2l well enouch, talk 3lso to
nanufacturers of slightly cifferent products, They are
usizg the cane raw naterials, aonaroachtir o the 3 .me
marcset, usirg the same grocess, and/or being located
tocether. That makes them to know, 2nd taey ars lesz
2fraid of releasing any information.




3.

4.

manufacturers Associations.

If the rmanufacturers have an association, tzan contact
them. T{ may save you a lot of work running around
to different industries, you may find much of tae
manufacturers information collected on one had, and
they m~* be more open about giving out figures etc.
They may most likely also kncw more about the general
situvation, developments, and the relations with the
governmer.t.

Importers/Exporters and Factory reprasentatives

The importers will know not only about impcrtation,
put as much about local tracing andé distritution,
system® volumes, seographical cdistribution, trading
links, prices and cualities, gsualities preferences,
ete,

The Factory representatives will have much of the

same Knowledge, but from®different angle.

The Zzporters, if they are cdifferent geovle, ight

be specially interezating to contact i¥ the rproject !
will hnve a export potential. Cne will hcvrever generzl-
1y fing that the exporters have good info:m:ticn about
sereral cdevelopments in the tracde, both =natisnilly and
internation2lly., They may have valid veiuss zbt:out the
future prospects of the tracde. Cne may 2ls: Iind then,
as much as the free traders, toc be interestci in
discussing concrete business with a view on ccilabo-
ration with the new project.

“holesellers, Retailers, shcps 2nd supermarieis.

7ot all products are traced through those ciznzels,

and when they are, the pattern of trade, as much as

the payment conditione and nrotits, wvariac sutenzively
from preocuet to product. It is iaporsant to -2t this
picture from these channels., Thrcugh them one should
1180 find out whot is the most suitable tracding system
for the new project.

It may also be very uszful to dizcuss conerete ‘usiness
»ith those channels,




5.

Are they interested in trading the products of the
project ? To which extent can they commit themselves?
What can they offer or indicate in terms of sales
volume, price, payment conditions, etc. Which specific
demands do they have to quality, delivery, packaging,
ete. ?

Trader's Associations.

The association of the traders can inform further
about the trade and the traders. Who are they ? What
is their general situation. How is the supply
gituation for this product ?

What is the total traded volume of this product
through their members ? Or what is their total trade
volume, and what share can this product take ? #¥ho
of the traders may it be better to approach ?

#hat is the supplier’s and customer's situation ? How
has the development changed ? What should one

expect in the future ? WYhat is the situation for
imported products contra local manufacture ? Small
scale contra larger scale ? How is the export ?

Consumers.

Dependant on the product, the consumers may be
privateyindustrisl, institutional, and/or govern-
ment2l. You may arproach consumers as is relewant
for the product. For new products and for products
that are not channeled through the above mentioned

trade links, the contact with the consumers becomes
the more important,

The consumers can inform about their likelyness of
selecting the proposed product or brand, dependant

on quality and price. They can give more detailed
information about the requirements in volume, guality
price, no of wvariations, etc.

Through the consumers one can also get a picture of

the change in demand in the future, even if they may
not know what ma¥ become available of competetive
different products. The more people one zet informaticn
from, the more relyable will the information be. But
one can talk to a limited number of people and get a
reasonable picture of the situation.

- 56 =
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8.

Zcv many coasuwiers one in the practise necd to talk to,
derenis first of all on to which extent the consumstion
is even from the one to the other of them.

Cne may use a questionaire to enable an equal cuestion-
ing to everybody. The consumption will alw:ys wary

with economical ability and other situations. To enable
any conclusion of demand, 2 - 3 or mnore categories of
people nay be questioned, the situ=tion must be concluded
for each group, and one must get an ide2 of the number
of people within the individual group. ais little as

10 = 20 people within each group may if the consumption
is fairly even give a reasonavle picture of the require-
nertsa,

Test Sales.

It may for entirely new products offen be difficult %o
set 2 realistic picture of the demzad aiter talking ‘o
traders iné consumers., It may hence at iimes be useful

to do some real test sales, to see the situation in the
practise. One can th2n to quite sone dezree eliminate

the differences beiween what people 32y tzat they "would
have done if --", 1ind what they really do.

The ~ethod is of course quite cunbersame =2nd costly.
It 2ls0 recuire =vailsability of 2 sufficient number of

sampes. But when the matter is important, arnd rel;able
inforration is difficult to obtain oikerwize, it may 3till
02w, ~,

) *

Raw aaterial Suppliers

There may be few or rmany raw material suppliers, nd

the use of the m.terial may be distributed on few or
nany &ifferent procducts. Hence the information about
consumntion volumes may give 1 :icre or less direct
picture of the local manufacturing volume of the product,

"Mla .

¢ suprlierc ~an often %tell absut the consumnticn of

particular customers or category of CZus-oners. cetving
wiforration from a few of the supnliers, one may be
fairly well able to determine the total production
volume witn some approximation.




10,

Tre raw material suprliers oy zlsn te sudnris
well inforczed ataut tlie situation ol the end p
nd the mnufacturers. e knows. :he tasks 1ir
make him telling you what he ¥nows.

You have a very socd position for getting information
when you céiscuss with hin cbout supplying to the
new project.

The Nachinery 3Suprliers.

Lixewise, the machinery zuppliers must e cont cted
to et aquotaticnsz for the renuired e~uizment, Utili
the opportunity to et mariet lnf -d,»_od a3 well,
“hether he has o> zZas not guppli nacninery to tke
[o R 4]

ther mznufacturers in tne trane, he nas negotiated
w7ith them and Ye zsz 2 ricture >f their situation,

FTeople in the trazde,

Trngineers, silezuen, coasultants ete, woriing Lithin

re trade ill often Hnow qulte e bit Ztout the

3iti:tion, 2t l2::st zenerally. Find out who zmong your
frierds, colilmgues or friends of rour friends are in
these positicns, and can glve you =diliioral infurmztion.
Do iot trust tThese sourges Two much, couipare with the
further information yod have :ct. 2t Lcosast ey on

Aften relrs wou o jut you on Tie riznt track “uriag the
investigations,
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13.

14.

But 2 ranc of different ztatisiics are awviilable in
Irizresia Tros Lhe Jentr al Bureau of Statistics and
they live availavle a list of availabhle statistics.,

The statistics will often give you quite detailed
information with pracise figures, but of course rot
pecitically for the exact product which you
investijate. S5till the information nay be of good
value, .1 you nay get from other scurces 2lso a good
the situation varies within the product
e statistics,

vl
[
4 .
12)
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[Ered
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«t ‘3 po ct

Infor-ztion from otrher countries.

Zspecinliy for new nroducts where one 50 far aave no
prac:izcal market eAperlence, may it be very useful to

see 1hs fevelopment in cther ccunurlnsﬁkﬁav ove countries

that within the area are in a relatively sinilar zitusz-
tion tut 31ightly ahead in the develonﬁent Their
statinsies are ezsiTy available ~né can tell =bcut the

change 1 23les olume 12d oatfern of consurpticn,
If $-:is: contact viih people or comnaries wishin the
tr>ie, one may of course get nore CO“WrCFer ive inf, -

satisn rcutb tae fe?elopﬂedt.

e W e al

-,

‘}
Tocus i1l soro3lly zive more inforation about plant
wnd rreaczsras than atouat market developaents., Journals
and acazines will regularly  contain more information
on *the nnriet side, toth internationally =nd specifi-
cally Zor Indoresia, You may not %now that there
er13t one, but cantact ourplb-,‘y and you will be sursrisea
to zee ihe long list of magazines tiat exist,
narticul iy vi*;:n very sprecific trades, protably
also c¢rne particul=arly within the field of the orauect
roa o tnvesticoatz, s throuch 3 Jow volwiea  ind zee
Jiev lio L taing a2 interst,

Goverrment Inztituticns

Tha 1list of Inatitiutions specified above m=~y lead you
to tzie most important govermmental source.




15.

o1

~ny incdusiry of ary size must he registered ané app

bv tne government, 2ané a razge of iuformation is
wr2ilzble, iuch of it is confidential but on a
collective bases there are no reutrlctlons.

It is alco these institutions that impose and can
dizcuss situation and prospects for protective measures
gnd controlling rezulations. Especially BIPIK and tne
KANWIL offices hsve available project profiles for
a lorg rornre of products. Pilot projects and re~ular1y
operating ?rOJECvS have been initiated by these insti-
tutions, and you nmay find that conplete feasibility
studisa nd pllus a5 well as production reports may be

2vailztle, You may ilso be akle tc identify troze -—who
specificnlly have been dealingz wi®th the various projects.

Sxistin, 2l .nned, 2nd earlier projects =rd incustrizs
kawve in enerzl 111 teen finznced oy vanzs., The Tanks
nust  teen fhemzslves well infcrmed 2pout tie develorn-
senty ana will irnmeow well the :itta.ﬁon of their
custonersz, ‘hey car sive 14 geol plicture of tls
senersl situation for the ftrades. =Zank Penbangunzn
Indones (i;PITZC), Nevelorrient “ank of Iadoneziz,
and oiiers algo ~rerpare feasibility studies and

otver orvolect 22terizls,
Toa gtoulld -ortact the@r it oan early stace any way

T fisennz vinanting o7 tnz project. Please do not
“izy the cororturiiy to et an overview of the
sitvatior »a tie projects witzin the particular
tr':‘-(.eo

SEI PTG SUPPLIZS, LOCAL LANUFATTURE,
PSR S hid . N v 13 X3 s 0“ . .

-otal eluio nd Talue, Distridbution varieties,

[

Jo not only specify volumes ind values witlout

J 2l
zplzininz how you have concluded the quantitiesyb
¢ inforinrlon Tron which particular sources,

30
nse

d
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You may use a table as follows, apd/or you ray
outline the situation in the text:

. Total local|ame of the | Explanzticn or
proiuction | particulzr | calculztlon of]
Type of Source Talue sources the fizures.
MIn Imum] Kaxisumn)
asses~ | asses-
ment ment

-I'snufacturers
infor::zation:

«mrader'!s infor-
nation:

- Daw material
sunaller'

Corcludec
vresent |

The upec1f1catlon of the manufacturing on different

\ .varletles is zonetimes very important.
It is suec1ﬁllv important when the product can not
make all varieties and when prov13101 ¢l extra tools
ris to e consicered. Zach varisty uay Lave tielr owm
narket, and the project nay p0031bl; nct te =2ble to
anize 311 ol ithzn, Distrivutisy o varloediss ooy from

product to product involve m:tters as e._.:

~

el

- Size varieties
: - Colour varieties
’ - Capacily varieties
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- Dagsic nmalferial  varicties

- Fasions.
Fird out "? ch tryoe of wvarieties 22rlies tc the precject,
and specify uccording to the 1:’0?“1tion how the
procéuction is Jistributed. (it ties may it oe _more
uszful to specify the varieties unuer chapter for tr=2ding

or de—21d).

At tinas the ammuzal procdiaction volume may reeé to te
distributed ir 2 *ztle, e.g. 23 follows:

Quiiity oc Froductica “olue
Tvpe Frice 1level Szze 1 | 31ze II jSize III
B ahd Zigh i
Fuzhion A o -+
b - "1gh . I
- ]
Fashion B T om
- . - o213
Faszhion C
Low ¢

Geozraphical digtribution of Procuction "clume.

The existi:g proluc?t iuq.uztrln own province, cisirict
or airketv =rea for the project is cemnerally esrecizlly
inzortzat. How to iivide the zrezs, dezend o0 tihe nature
and the disvriouticon racius of the project. ine may e.z.
distrirguish between:

- the intended market pl:ce for tre project

- the town of the »roject

- the K2oupaten of the project

- A dater lred  moradius of the rnriiect

- the province of the nroject

- the is3land of the project.
& (7]

Janufacturers,

Snecify the local

tiaxe 13 wvell ~3 nosgible a 1list of the manufacturers,
especially the biz ones nd tiae nearby ones.

- 62 =




Treeify -niir procduciion vo‘u.e, and when relevant,
w213 koot tlie groduct varietics they ke,

pc331itly use a tzble z2s follows:

anniual Present |iiain Genersl
Tame and iéress | production {innual Procuct |situation
5f lanufacturer | Volume growth Zype :
V 2 |
'r
t
l
. De The Tencral 3ituaitior yithiz tine lanufscturiiz Iniusrtries.
. Thiz lafor ttict Is very important for the vi:ibility of
i vhe new rr2izct, 2nd there iz no better way of geiting
it 3tan Tron the indusiries izerselves. You may e
surcrised ts Iind ocut when you contact then with 2 honest
ricstion, 2w eager they are to infomm you. Chese zire
come o %2 et imdortant cuestions to lookx intc:
- T -iw o trpe o7 %8ctrnology aund capacity
- 1. lzoree ol utilization ol thelr cxnacity
- r drofitarility 23d nosaitle room for
- cing *the rrices
\ - tirn: effcris 3.4 ~évertising
- =Z2:omninal sirenght
- Irretibiliitry in the market,

e cereloumert Tituntics within the Trade.

The zroject will 2e for the future and not for tolays
: situation. It i: inzortant to relate the project to the
: future cituliion of the exizting industries,
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4.2

ot 2lways will the particular product be zpecified

Tke present cevelorrent zitustion 2ma the past
fivclonment witnin The ziisting indusiries cin five
s3ie indicartica 130 ateut ‘helr fature. the follcwing
frctors wse o ¢ire o5& 1indications:

Yhaan o 3
- LI in

e oroiuction vclume from year o

activitiss and plznt improvements.
I new nacblnery.

LY

= Zrmphazizines on Resezrch wnd  Development

- Increazse in the number of entreprises or
corcentritins snaller enterprises intu l:irzer
writs,

- Tonizting ol iz for start of cther new simificant
drmafaeiurivg units,

EXISTING SUPPLISS. TL.PORT.

Txoort "clume and lue cver the 125t f2w veirs,

If the =%aiistie oecifies the Imnortziion of ex:icily
The comgiity om: investiizates, cone may thzty =2
matier terl23 rel:iiivelr simple. Figures for tie l=s
-3 2 can €:3117 te foundé toth for wolwre znd
valie, il 2an ulno i reascnzdie Inforuation
Joout ice davelc:tuent,

b

“i33 1150 spezifies ruantities ind veluzes
ifferent scuntries, which nay i-2in give 2n
~ 22 the Trenl in prices and Tslunes for
1°lities 3f *+re product,

s T oaluayT acs iz STe n 1;L:511’" of ninTllien In
Tz o Towsisticsy sarnecizally conceraing the ivoiczé
srizes i3 well .3 the possibility of illesal importation
of coertain comroditizs,

in
the gtatistica, btut he included anong oter corr.océi-

ties,




[¥5]

atroxiinr to information fro- sonmumatio-n ~iatisties,
tralers Ioluxmrilon, ete. coo o2m Judie the percania e
of === zroun falling on tx: p:rticular procuct. Such
caZculation may c0rry senge for n2jor comriodities, but
stculé ve avoided for products having only 2 very
nizor share within the jroduct group.

Izport velume information sizy 2130 bLe availatla both
f-5= several governnent sources, irom trzcde aszociaticong,
arni from the 1mportefs trexselves. ano*t information
frcn these sources =ay 2130 give a mocd idez zhout tae
secsriphical distribution of the import.

Getiing inport iaformation from ITm
nc*"=11" te necessary to i 2

0ﬂ1p;re treir 1“-ormat sirce the
12 hsnest, ma2y he far froz ;ccurate.

ortors will s
ex af ther z2ni
r information even

I" 143

Jutics ond lestrictions or wizortetion

Ihe current duty rates 1
fr:z tiie Department of

if ot available freca e

P2 exizting inport resi:

in tze Zuty tariff book

iant  decrees,

Jlzeus3in,; the nztter Wl the Sustems and the Ninisiry
27 Tride, one can aiso Yet = clue on tne rozsitility of
inrrovi-z further 1mpor+ resirictions in tre Zuturve,

care the Imnorts with the Local Proiucticr.

2y findg major differences between impor*ed
-1 sroducts. Such Zuiflerences :.ny raferaz to:

e AT eT o

»
\.- W

[ 2
I

-  uality and duravcliliz:s

- Pashion :nd look

- Lo of vzrieties

- Packaging and conszuner informaation
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4.3

Y J

- 3rand, tradexzzrk, and the btujyer's coxfileance
in the sune,

Tot all the product selecticn factors =re wvery rational,

but sc i3 not either al: vays the pattern cof brznd

selection 21ong the consuners Simply knowing or beliving

that a proluc, is imported give <confiiznce, =nd it can

reeularly oe seen that lmported procuct orefered in
spite of disfavourable prices and cuzal

Do not underrate these factors in comzaring the poten-
tials for tie preoject.

General Treand in Imrortation.

“hat will be the future situation is mcre imnortant than

tnoving the imports today. Knowhkng trs irend, th

izporters, the sovernrment p011c1es, 2l the intentions;
ne 3y et a reasonadle imnression ol tz2 deveclopment

uo te exzpected. Tho re the importzrs ? Ilow strong
are they ? ‘hich policies do they .zve ? e &
they 1ook 2t th Tuture ?

You ay very well make a liat or a <itle of the
imoerters, crecifying some of these parzeters,

~,
*

S ISTING  SUPPLIZSS,  ZIPC2T.

vnen the export situation kas relevance to tre »nrojzct,
eituer tecarise the project inte:zd to exzort its p oduch,
or tecause it 1is 3igmificant for the =zrte: siiuation
for the »roj=zct, tkgn irclude thi=« chiztar,

If not, you mz 23 well leave *the whole chant-r out,

Zxiztins 24 past exnort wvolune.

the e:xzort figures are available in the anzuzl exvort
statizties for Indoneuia from Zurezu 2us-t Statistic,

~ae export s 3npecilied on the indiviiual export
hartour. That gives a geod clue on vho is exgzorting how
much at which prices,
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Getting the statistics for a few of the recent years,
one can see the development in the export and the local
annual variations.

If the particular commodity is not specified in the
statistics, one can, again as for import, try to sort
it out from the group of commodities if belongs to.
One will in that case probably find that the exporters
or the manufacturers can give better information.

There is also an opportunity to get further infor-
mation,from the Customs or Bureau Pusat Statistik ,that
is not printed. They have a range of information that
is not being published.

Restrictions, formalities and duties on export.

Export is in general important for Indonesia. It
brings foreign currency and provides the means required
for importation. However, not all products should be
exported, because the disadvantages may be greater than
the advantages. Such products first of all include:

- Essential products in short supply (including
many food crops).

- Raw materisls or nenifi@hed products that
should be furtler worked, to receive increased
value added before export.

A project should generally not include export of such
commodities. In order te control and limit such
activities the government has establishdcertain forma-
lities and restrictions., Por some commodities are
therefore establighed ar export duty or a "cess".

‘The cess may be imposed with an decreasing percentage
for siincreasing refining of the product. I{ may

also involve the authorization of a limited number of
licensed exporters.

Clarify and outline the situation for the product in
question. Do not describe any generalities. Do not
mention anything about the general benetitl of export.
That is already known to the reader.

]




C.

Demands to exportation.

Which specific demands exist to this particular product
to enable export ? Be specific and quamtify, put
figures on the demands that are relevant to the parti-
cular cagse, and do not mention generalities that are
known and valid for any export product.

The demands will in most cases involve the following
matters:

- gE&l%%iﬁ Dependant on the product and the
impo g country, one will in genersl find that

export products must have a higher standard of
quality. The quality may be required to be more
uniform with less indivicual variations.

Often will also different specifications be
required when the products will be used under
different conditions. For composite products,
spare parts and service facilities may be
required.

¥hen seriocusly considering exportation, it is
not enough to know that these demands may be
there, but to investigate particularly and te
specify the degree and the content of the demands.

- Price. The price one will get for export, will
normally be different, independant from, and
lower than the local ex factory prices. In
order to compete or compare with the market
prices in the >éceiving country, the final price
for the importer must compare favourably, with
the local ex factory prices there, and/or prices
from other countries,

The price the Indonesian manufacturer gets, will
however be different from the gross price the
foreign importers pay. Some or all of the
following costs may apply in the individual
cases on the Indonesian side, in addition to the
net ex factory price:

- Extra costs for seaworthy packing

- Inland freight in Indonesia
- Ships loading costs and clearing chsarges.

~ Sea freight and transport insurance (FOB or
CIF) paid by the one or the other. Ware -
house charges.




- Posaible export duty in Indonesia and custom
clearance fees

- Bank charges

- Interests, especially if delayed payment must
be accepted

- Specific sales cost, coomissions to brokers,
travelling cests, communication and travelling
costas for the contact with the foreign parties.

- Less possible export incentive from the govera-
ment, chamneled threugh the customs.

FPor the foreign importer further. costs apply te
reach his "landed cost®™:

= Unloading and clearing costs, warehouse charges
in harbour

Import duty
= Interests on prepaymnents or capital binding

- Izport license fee, inspections, and other
charges

- Communication and possibly travelling costs

If one can not refer to an established export
price for the commodity, these various costs must
be taken into account when comparing with market
prices ia Indonesia or in the importing country.

Specify the expprt price and how it is arrived at.

Export Incentives. The export ineentive is

a government measure to encourage export. It is
basically meant to reimburse the duty that has
been paid for imported raw materials. It does

however not tally with the duty rates.

Incentives are generally higher whem raw materials
of local origins have been used.

The incentive generally varies from 2 ¥ to over
20 %,dependant on the commodity. I¢ is dependant
on an export certificate and the disbursement

may be received 1 - 6 months after the exportation
date. The detall regulations are yet to be
worked out for all commodities.
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Por other commodit:es will duties paid on raw
materials be refunded after export, but the

procedures before disbursement may take up to
12 months. These payment delays must be takem
care of in the calculation of working capital.

Specify the incentive that may be available.

g%%ggggx, Imperters in other countries will
often require high quantities. The work amd
expenses of their importation is fairly high,
and they do not find the business worthwhile
unless importing a considerable volume. They
may also need to prepare the domestic sales
which again can not be economical unless they
receive a sufficient quantity.

The actual quantities wary from country to
country and from product to product. The order
volumes one however ofien so high that it is
difficult for small scale manufacturers to cope
with then,

If the project intend to expert, one must find
out what is acceptable order quantities and
make sure that sufficient working capital is
available. Specify acceptable order quantities.

Payment. If payment will not be received befcre
The products have reached the overseas customer
and been accepted, the capital binding will be
high and may cause a too serious binding of
working capital.

Regularly,however, can the letter of credit be
discounted in the bamk so that part of the
payment can be released at dispatchment and
sometimes evem long before to enable ,
financing of raw material purchases. That
can however not be trusted unless getting the
possibilities specifically confirmed from the

bank, Specify the payment conditions that will
be accepted.

ort Organizatioan. In some trades it is
normal to se e product to an exporter whe
is responsible for the total export business.
If the project intead to do that,all questions
related to exportation can be refered to the
exporter.




4.4

A.

-d

In that event, you can refer to prices,
quantities, qualities and payment conditions
as he can offer.

The export orgamization may be a cooperative,
a licensed private exporter,a goverraental
enterprise,or a foreign purchase body in
Indonesia,

TRADING OF THE PRODUCT.

The Normal Trading System and Price Calculation.

Different types of goods have traditionally unlike
distribution channels and differences exist between
different manufacturers within the same trade.

Few links in the distribution means low distribution
costs. A betier built out distributiom syster however,
means that a particular brand of product can be sold

in greater numbers and a higher jegree of specialization
ig possible. This will normally result in better and
cheaper products, and is often a condition for the
development of an industry., The most normal trading
systems are the followipg:

Sales direct from the manufactursr to the consuners.

e system 13 or sSms workshops whers 1 8
natural for the customers to have direct contact with
the manufacturer. The system thuc mainly applies for
nanufaciure on order from the consumer, for subcontract-
ing, and for service and repair work.

Gentral location wi*h good signboards io important.

2 % gales cost may be calculated for rossibie
advertizements, folderas, price lists, elc. The staff
and the manager will normally use cousilereably time

in discugsion with sustomers. This vime must be provided
for.

3ales direct to the consumer via aL agent. The ageat

Ts not trading the product, only collectiing orders for

the industry.
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3.

4.

Travelling agents, or agents in several towns,may be
appointed ¢n full time or on spare time basis. The
system fitas beat for sales of capital goods, but one
can not expect to reach any big share of the market.

The agent will not get amy ~alary but a commission
between 5 % and 15 %,payable partly after delivery.
Costing of sales material must be provided for.

Sales via owmn shop(s) in the town. One or more shops
can De established for sales of the products. This
fits when the project makes a sufficiently wide range
of products to cater for the expenses of the shop(a).

The system can be considered whem the costs of running
the shop will be less than the commisgion to other
traders. The number of shops should be determined by
the capacity of the production. Ome will only reach a
very small percentage of the market, The running cost
of the shop(s) must be calculated and included as sales
expenses.

Sales to retailers. Sales to local retailers camn be
done by the manager through visiting the shops. The
retailer; commission may vary between 10 % and 40 %
dependant on the commodity. The lower percentage refer
to regular consumeables., Sales cash on delivery also
imvolving risks for the reatailer requires the higher
percentages. .

-

For sales over a wide geographicel area,a travelling
salesman, possib.ly carrying the commodities in a vam,
will be requirs¢, The expenses of the salesman with
vehicle and acc modation can be quite high ana shoutc
be compared w° ¢h the cost of selling through whole-
gellers an’ .r a distributor.

Sales via wholesellars to rotailers, This system applies

rst of a or proaucts w imited sales but cemanded
ty many over & wide geographical aree. Normally the
comnodities will have to bde brought or sent to a few
selected wholesellers in the bdigger towmns. The commission
rates to the wholeseller alome uomally ranges between
8% and 30 %.
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Sales via Distributer. Instead of selling to whole=-
Selle™s, especially when a very wide sales of a very
limited proauct i1s required, the sales can be left
with a sigle distributor whe is responsible for the
total sales from the preject.

He will mormally require up to 15 % commission and buys
generally C.0D. (Cash on delivery.)

One should normally be careful with mixing up of
different sales syatems. One should pPrevent coming in
miscredit by competing with ones own customers, Evea
80,1t will in some projects be possible to gell
both to wholesellers, retails and consumers, but to
different prices.

Specify what is the dominant trading system for the
product and how it works. How is the market covered ?
Are the sales expenses reagsonable ?

Specify how the product cost is built up from
respectively Impert C & F price, and ex local
factory price, to consumer price,

As for alternative 6 above "Sales via Diztri-
butors®, the following costs may apply frem the
local ex factory priece:
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(The figures are quoted as an example only).

: Pddition: }iotal (on ex- )
acto rice) i

. - Ex facteory price 100 & !
- MNPO tax 5 < = 105 % .

- PPN Sales tax 2,5 % = 107,6%

-~ Freight and costs up te 3 !
Distributorls Warehouse X Rp/m = 110 %

~ Distributers profit to include :
costs of sales, interests, !
storage, breakage, insurance

etc. 15 % = 126,5%
- Freight to wholesellers 3
warehouse X Rp/m = 130 %
= #holesellers profit teo
- include packaging, cost of
gales, interest,storage, ;
distribution,etc, 25 % = 162,5%;
- Retailers profit to include all |
expenses 40 3% = 227,5%
Price to Consumers = 228 %
of ex~-factory
price
\

B. Deviations in Price and Trading Systesm.

If the trading system for the product in the market is
only one and there are no variations in price, that may
be confirmed to be so.




It is however regular that different suppliers have
different ex factory prices, The treding systems are

? different and so are the expenses and the profits. The
differences nay be due to differerce in production
volume, quality, location,etc. Prices may also vary
over the seasons.

Specify which deviations from the nmormal or average situ-

ation exist in the market. Also indisate the rationale

for the deviations, dependant on the situation of the
ifferent brands on the market,

4.5 THE EXISTING DEMAND.

A, Egtimate of the total volume of the Derand.

The supplies to the market can be investigated as out-
lined above, One will very often find that the supplies

) - fully cover the demands. There is than practically no
exc28s demand to be covered by additionai production,
and the existing manufacturers are generally not fully
utilizing their production capacities.

If the project intends to meke similar qualities at
gimilar prices, there will then be no unsettled demand
t5 serve and the preject will be forced to fight for a
share of the market, That means that the existing
manufacturers will make less, cost in general will
increase, and the benefits to the community of starting
the projeét may become questionable.

It must seriously be considered whether the project
preparation should continue or not.

One factor that may 3till favour the project may be

the local situation within the province or the village,
especially when the supply there is unsufficient and
supply from the outside becomes to expemcive or provides
deteriorated qualities,
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If the demand is equal with the supply, it makes no

real sence to estimate the demand separately. In the
. opposite case, it may become important, in order to
determine the need for5anithe gize of the project.

" Dependant on the product and the situstion, there are
a number of methodes that may apply to determine the
size of the demand. No such method can give any exact
neagsure of the demand and the misestimation margin may
often be considerable. Dependant on the situation,
2, 3,or more methcdes may therefore be used for the
estimation, and the results may thereafter be compared.

Thege are some 0f the methodes that may apply:

1. Praders Assessments. If the traders request for
supply &t the same time as the manufacturers are
unable to deliver, one may concluded that there is
an unstatisfied demand. The trader may be able to asess
the gsize of the unsettlement,

Pleasc however, be aware of that he most of the time will
over egstimate the needs, because a limited difference
can be experienced as a big outcry. When he at times

- may have abundamnt stocks, he may also experience sales
that are much higher than the regular requirements.
People ternd to buy whem they can get it, and this may
also be valid for extengively pfriahable products.
Uge the method, but be careful,

2.  Long delivery time, Overpricing. Varying market Prices.

All these factors are strong indicators of a demand in
exceess of the supplies. As for traders assessment, they
tay be difficult to quantify. The longer the delivery

\ time, the bigger the stortage yes, but the quantification
is not easy. The major question will be; how long in
advance are people willing or able to place their orders ?
Any general formula for the calculation can not be given.

Te which extent people accept overpricing is naturally
a question about price elasticity which ef course can
be measured through elaborate consumer interviewing.
That hewever will take the matter too far, and the
results will have huge margins of doudbt. Varying
market prices may have different reasons. They may be
caused by abundant demand, but quick coaclusions may
often bewrong.




3.

4.

De

7.

Pre Capita Regﬁirements. This is aneasy way to calculate
en one can d a measure for peoples different situa-

tions and can find the number of consumers im the

different income brackets. The main difficully is te

determine the requirement volume for the individuals.

Some cf the following ways can be used to detemmine

the individual needs.

Consumption Statistics. Especially for products and
services required by private households are some gquite
detailed statistics avaiiable showing the consumptioa
pattern of food amd other items. The expenditure or
consumption is breken down on different destimations
and incomes. The total consume is included, so if the
particular product in question is nmot specified, an
estimation or guestioning of some consumers within the
group is quite possible. A summary of the consumptiom
gtatistics for Indonesia is specified in appemdix 7.

Direct Customer Contact. Questionirgz of consumers in

erent situations and income brackets may on a
statistical basis give a good picture of the demand
distribution. One will however in most cases arrive at
an over estimation, simply because people tend to appear
more positive than what they really are. It is of
course important to place the questioms in a so neutral
way as possible.

-~

o *

Comparison with other Geographical areas or Kations. In
other areas where the product is abun y avallable,
or in other nations where the product has been avail-
able for some time, one may get a clue of what the local
demand may wumount to. Situations, habits and Sultures.
are of course different, and one must be careful not to
take gsuch comparisons too far.

Statisticsof Manufacturing, Agriculture, Trade, Health,
etc.” Products required by any of those sectors are oftem
eagier to estimate tham products for private consume.
The consumers are generally fewer and their requirements
are easier to determine. Talking with some of them can
give a geod picture and the available statistics can be

of good help. Evem if the product in question is not
especially mentioned in the statistics, reasonable
parallels can be drawn,and the major group consumption
figures om normally bespecified.
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how/
Specify,.the demand has beea calculated, and give the
calculation results for the different methods.

A table e.g. as follows may very well be used:

) l
Methode of Basic dntn[ Calculation !E;gected demand
estimation ! as invest- of demand ean - -

}

i
| tigated. ; ' mum

)

B B

?
1

A

Canclusion |

IS

Explain  data calculations and conclusion as may be
required.

Price and Juality Elasticity.

The elasticity question is generally only of interest

if the project intend to sell a different gualit
or at a price different from the regular pggcea {na%g‘

market.
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C.

Producta of exceptionally high quality may very well
fetch®higher price, but the question is how mamy people
will Drefere it.

Lowering the price of the product may for certaim products
increase the sales. The question is how much. The
increased sales must probably be shared with the others,
as they most likely will decrease their price when
required.

One can if it beceme necessary, try te find out the
elasticity factors. It can be done either through
comparison with other comparable products where prices
have already been lowered or through interviews. (How
much can the sales increase if the price is lowered
to this or that level ?).

When it is vital, specify differences in price and
quality from other producis and the result of elasticity
investigations.

Geographical Differences.

If the market situation withia the area of the project
is different from what has been specified above, than
specify the differences and try to conclude in figures
how it will influence the demands on the project. Pay
attention to what may be relevant of the following:

- Preshmes of the products

= Differences in final price or costs for
the consumers

- Attitude towards products from the local
area

= Differences in service.
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4.6

B.

C.

SEASONALITY IN SUPPLY AND/OR DEMAND.

Gemeral Situation.

Is there any seasonality in production and/or
consumption ? What causes it ? Does it need to be

80 ? How can reaw materials be made available throughout,
or can other materials be used ? Cam the consumptiom
pattern change or cam other products be Joined inte

the programme ? Can off-geason prices represent

any practical and economical alternative ?

Monthly variations.

Speciiy the variations from month to month as may be
relevant., The specifications may involve;

- raw material production er availability
voiume

- raw material prices

- product consumption

- expected possible production volume
- expected possible sales volume.

Differences from year to year.

If prices, available quantities,and the 1lenght of
the season varies extensively from year teo year,

ene may risk aome years to be worse off than the
nornal situations. If necessary, show the differences
from year to year.




4,7 SPECIFIC CONSTRANTS AND PROTECTIVE MEASURES.

- If the product is among the 129 products
earmarked for the small scale industry, mention
this and indicate how this may ease the sales
from the project.

- The government has established a market re-
servation programme, reserving a range of
products and services o the governments owm
requirements for the amall scale industry.
Specify if this can include supplies from this
project, and which influence it can have on
sales and prices.

- The government deleticn programme specifies,
with a time plam,to which extent existing
agsembly industry must substitute imported
components with locally made onesa., If that
gives extra market potential for this project,
than explain the situation.

- If there exist amy restriction sn use of any
of the raw materials, than exp.ain.

- If any license is required to operate, to
dell or to export the products than explain,

4.8 EXPECTED FUTURE DEVELOPMENT

A. Product Changes,

Most products change with the developmeat, and the
project may be forced to undergo the same changes
to enable sales algso in the future,
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B.

To which extent must one expect to change the products
in the near future,and how prepared will the project

be to adapt itself to the changes ? To which exkent

exchange of tools and machines be required in the
lifetime of the project ? Is it necessary to plam
for the covering of such coats ?

Price Changes.

De not consider price changes due to imflation. 1Is
it likely that other price changes will take place ?
That may be price reductions due to increased
competition or product development, or it may be
price increases due to the raw material situation,etc.
If necessary, indicate such expected changes and
calculate with them in the profitability estimate
for the respective years the future.

Demand Volume.

The demand for a product will rarely remain contant.
Some gtaple food products change only very slowly,
while the demand for some technical products may
change drastically from year to year in positive or
negative directiom, The factors determining decrease
are nainly:

-

a) The prcduct becomes too expensive compared
with other alternatives

b) The market for the product becomes saturated.
The potential consumers have already bought
their unit, and only few extrs pieces are
needed for exchange, etc,

c¢) The products become outdated, and the
consumption change to new and more modemrm
products.

The following factors Yemd to increase the consumption:

a) The increase in the population and the real
increase in wages and purchase power.




D.

4.9

A.

b) Increased need for the product, changed
kabits and imcreased experience for usefulnes
of more moderm products.

c} Pogitive (or negative) development of the
export markets.

Meation factors that are of importance,and conclude
an expected annual rate of change.

The locking into changes in the past, amd changes
for comparable products, may give good indications.

Changes in Manufacturing Volume.

Do not expect that a possible increase in the demand,
will necessarily all be available as a poten:ial
market for the new project! Existing manufacturers

may have idle capacity which they are eager to utilize,
tkey may possibly also have plans of increasing their
capacity. There may pogsibly also already exist plans
from others to establish new production wiihin the
same field,

It is important to know these matters. It may also be
important to .dge the strenght of the different
suppliers. How easily may they give up a portion of
the new or old market <*o the benefit of the new
project ?

Try to conclude the annual changes in the local
manufacture,

CONCLUSION OF DEMAND AND SUPPLY.

The Figures,

Conclude the demand for the 3 = 5 first years of the
project,




The comnclusion must be based on the conclusion yon
have already made for the chapters 4.1 - 4.8.

You may whea you find it useful, use a table as
foellows:

— g

T

Sales forecasts:

)
’

i1t 2md ' 3rd | 4th Sth

Demand estimsation for
the needs

!

- Year Year Year i Year Year

Presently existing
manufacture:

Existing manufacturers’
utilization of present '

spare capacity:

Additional new manufac%
ture according to
investment plans:

o
Total estimated manu- f

facture (This project
rnot included): T

Importation:

Excess demand (Total
demand less estimated
local manufacture):

AU E S

The Likelyness.

The figures will always to a lower on higher
degree remain uncertain. You may therefore, when
you find it useful, operate with two or three
seta of figures, for a most likely, a most
pessimistic, and a most optimistic development.




- Altermatively you may for the most uncertain
figures, only give a lower and a higher judged
figure. and conclude an excess cemand likewise.

- If you do not gee these considerations as
important at all, just confirm to which extent
the figures are safe, and how they relate to the
requirements of the project.

C. The Need to embark on other Preducts.

IZ the market situation for the intended products is

too uncertain to trust that the planned production

programme can be fulfilled in the practise, tham

clarify which measures will be taken if the market

develop um~favourably. How can the project stand

a lower production or which steps will be takem ?

Which other product may be embarked on ? Will that

require any extra planning, extra skill, extra

equipment, or extra capital ? How will these require-
- ments be settled ?

m

5. SALES PROGRAMME AND MARKET
STRATEG Y.

Ao Salrs Volume,

Specify the sales volumé??%egular annual sales volume

is first of all limited by the sales possibilities

and the production capacity. (It moy therefore not

be advigseable to write this chapter before having

zpecitig;)the production programme and writtem chapter
and .

Limitation in Working Capital, seasonality, and raw
material availability, are certain)yythat mq,influence
the sales velume. Ractors
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B.

c.

The Problems of Selling Enough.

Explain why it will be possible to sell as much as
specified,Relate it to the size of the total market,
and compare strengths and weaknesses with other supp-
liers in the market.

Specify the sales prograzme.

Specify how the sales volume will be built up from
year to year. It is not moermal to reach full production
the first or second year, and sometimes not the 3rd
year either,

The reasons may be related both to sales and to
production. The organization,and routine of sales,may
have problems in the beginning. People may be scgptical
to the new products, the traders have already secured
their stocks,etc. The manufacturing may be slow
before some training has been achieved, mistakes will
be done, and the supply of inputs may be inadequate.

If all is well trimmed, one may expect such increase

in the sales:

50 % of regular production
80 % of " "
100 & of " "

- 1st year

(1]

- 2nd year

= 3rd year

Normally it will also be very useful to specify the
sales divided on the different geographical zones
which the project will sell to. This will show which
share of the market vne must take in the area. It
will be a guide to the building out of the sales
organization.

_One will normally be able to get a quite reasonable

share of the sales within ones own willage, and the
longer out one goes, the lower will be the share
and the higher the sales costs. One ghould <there-
fore as much as possible concextrate the sales to
the nearby markets.




A table as follow may be useful irn specifying the
sales :

U Market area Cormments

!Sales Volume

d in the

=¥

18t year

2ud year

3rd year
ket share

(3rd year) %

of total de~-

Wa

Own market or town
Rest of Kabupaten

Rest of own Province
Neighbouring Provinces
Rest of Indonesia
Export

D. Seasonality in Sales.

If the sales is expected to be seasonal, specify
expected sales over the 12 months of the yzar,
Seagsonal sales may be dependant on seasousality inm
the demand.

If may however also be dependant on seasonality in the
availability of raw materials.

If rew materials are available on a seasonal basis,

en¢ may think that stocks can be kept of raw materials
or products. That may be posaible to a certain extent,
but the demand for werking capital will than regular-
ly be too high, and risks, interests, and space
requirements will increase.

B. Selection of Trading System.

If the productien will be tracded differentl.y {rom what
is normal for this product, than specify the dbuilding
up of the system,




F.

If oma agants or sales representatives are required,
than specify the number 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
occut for the project,

Specify also, if any, which special sales promotion
activities will be undertaken by the project and which
costs that will be involved. BEspecially during the
initial stages may such activities be required.

It may involve sales letters, pamphliets, signboards,
introductory discounts, and others.

Ex factory prices.

If the ex actory prices will be different from what

is specified above for the trade in general, than
specify the prices and how they are arrived at.
Different location, different trading system, differense
in product or packaging are factors that require recal-
cultation of the ex factory price so that price to
consumers can compare 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 4,3 above).

-

¥hen introducing s new brand or supplier on the market,
it may at times al3o be necessary to deviate from the
regular trading pricesy The normal is a reduced price,
but under special circumstances may it also be possible
to ask a slightly higher price.
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6.

TECHNOLOGY SELECTTION.

Specify available Technologies.

As long as the product and the quality remain the same,
and there will be no change in materis)l corsumption,
the selection may be limited to a question about

which technology, process, or machine type gives

the lowest manufacturing costs., It is than mainly

a question about which alternative creates the lowest
annual costs. To determine that, the following are
the parameters that must be known:

= XNet process capacity
= Investment aiount for the process
- Reguired no of operators

- Differences in consumptiors (normally limited
to electricity, <fuel, and maintenance).

In cases where there will be significant differences

in consumption of materials, product quality, wreckage,
space requirement andfor trainirg needs, the differences
must be determined in terms of investment and annual

cost for thege factors as well.

The required data will normally be available in the
machinery quotaticns, and/or from discussions with the

machine suppliers or experienced engineers in the
trade.

sention which alternative machines or technologies

cen be considered, give a short description of them,
and refer the required data.
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B.

Compare annual costs.

Compare the annual costs in a table as follows:

—

] H .
Cost Comparison of lechno- : Alternatives :
. logies (or machines) ' A = B= C=
'F=__=.—-—————'— e ;
' Net Capacity per machine, items/ 1 i
? _year ? ;
Expected Sales, items/
year
Required number of parallel .. |
machines, } —
Total costs of the plant 000 Rp. | ;
' nged costs, (deprecia- é :
Year

Variable costs:

Operators No. R ! Rp.
' - ' Year

= OOORp/
year
Electricity, fuel, etc = OOORp/
year ;
Yaintenance, etc. - = OOORp/ |
~ year _ !
- =
Total Variable cost
TOTAL LNNVAL COsT Fo :
The PRACESS AT :uLf ¢ 000 Rpfen (
PROD VT \On) i

Compare 25 many alternaiives as require to be considered,
being it tv0 or more,

the mackines or technologies must pe composed to cover
the game purpose 1t the comparison shal have any
value, If the alternatives nave different capacity,
the capaczties wust be specified to determine the
reguired nunber of machines to match with the required
3alileées,
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C.

Determine the total cost of the plant for the different
alternatives. It is primarily the differences in
investment that are important. Tnclude the costs of
installations etc, if the costs will be different for
the differens altermatives. If the costs remain the
same for different 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 variable cost, composed of operator
costs, electricity and maintenance. (If there will be
difference in the consumption of raw materials, sundry
consumeables, fuel, etc., these costs must also be
included).

The cost of operators can be taken as no of operators
multipliedwith average annual cost per operator
including social costs, administration, etc. The
electricity costs can be taken as hourly consumption
of electricity in KWymultiplied with price per Kwh,
( = 0,97 Rp/Kwh) multiplied with Machine working
hours per year.

Select technology.

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

An altermative with & slightly higher costs may at
times be justified, provided the investments are low
and the employment rate is high., Provided the sales
will be less than expected, the alternative will than
be more economical and the risks that are involved
will be reduced.

On the other side, 1f one expect increaseqd production
volume and increase in wages, an altermative that

becemes most economical at a slightly higher producti
nay be justified. ghtly higher production




Craw to scale a diagram as follows to illustrate
the situation. Draw in a line for the cost of each

: of the alternatives. It clearly shows at which
production volumes the different altermatives become
the most economical.

-

Coist of production
annunl,

Rp./

—p» Production
Costs.

Bxpected Production

Fixed costyg at O
,Volume

production.

It is gererally better to start new projects in a
small scale and rather enlarge them after gaining
\ experience, even if unit manufacturing costs will
be sligrtly higher, If machines with special high
capacity are selected, or more than one of similar
machines are used, than justify the selection.

D. Selection of Individual Machines,

After first selecting an overall type of technology,
one® may at *imes later be left with the choise between
individual machines. A similar comparison between the
machine alternatives can tihan be made., Again one will

' give preference to the alternative with the lowest
annual cost,




T.

T.3

A.

PROPOSED PRODUCTTION.

PRODUCTION  PROCESS.

Steps of the Process.

The steps of the production should in all cases be
listed and reference be made to the machinery
which is selected. It should be made certain that
the equipment is adequate for the process and that
it will have the required capacity.

If the processes are not well known, & description of
what the processes consist in may be required.

A flow chart may be made, that may show tetter how
the different processes are interlinked.

It is often also useful to list operations in a table,
one by one from raw material to packing, specifying
the manpower requirement and the machine loading.

The table should conclude witk the toial number of
working hcurs which are required for the inidividual
production eguipment and the manpower,and rence the
no of machines and operators which will te required.

The table may 1look &8 foliows:
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(The table may, if voluminous, be refered to the
appendixea)

: Operation descrip- Machine |Neo. of Machine vOperatof%
_ tion. Specifi- | Opera- time time
: cation tors

| |

i

[

. : L

Net sum processiﬂ?"far operators
and for the individual machines

Additional inoperative time +

;—'

-

Gross time racuired for thke
operaturs iand the individual
machinies required

Numter of operators and number
of tie indivicual machines
required.

+he table may incl.de both mac! ine processes and more
menual operations, specifying the requirements for tools
and equipment.

. Por labour one may calculate with 45 hours per week x 48,\
. full working weeks = 2165 working hours per year.
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B.

Phe working hours ave gross, and it is fair to deduct
5 %4 personal time and 20 - 60 % inoperative time
as specified under C. Page 97 - 99.

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

Secondary Services required in the Production.

Normally the production cannot run without the presence
of sundry additiornal service equipment and installaticns,
Creck which of the following services are required aand
deterrine the rcecesss.y capacity for each ¢i them:

= Internal and external transvort, mechanical
lifting

- F%lectricity. Possible spare power plant
~ Other means of mechanical energy (engine)
- Heat and fuel, steam, hot water, hot air.
- Compressed air

- Jater and effluent. Water and/or effluent
treatment, water storage if supplies are uneven.

- 3Svacuation of smoke, vapor, harmful gases, dust
etc.

- #aste disposal erid effluent disposzal

- Storage, storage facilities, curing storage in
the production

- Refrigeration, freezing, ventilation or air
cornditioning

- Drying installations, soaking or climatisation
of materials

- Fire protection 4installations
- ™gtomers expendition, shop or product iisplay
- Other special requirements.




T.2 PRODUCTION PROGRAMME.

A. Technical limiting factor.

The hour capacity of the machine is normally given

by the suppfier in the machine o”fer or in the leaflet.
At least he snould be able ‘o specify the capacity
on request.

If the information is not available from the supplier,
than judge the pogsibilities yourself or discuss the
matter with an qualified engineer.

Not all machines and processes of the plant may get

the same capacity and the same work load. It might

be useful to determine the bottleneck, the process

which has the lowest capacits related to the needs.

You may than be able to base the cutput calculations
on the capacity of thkis unt.

B. Specify no of working hours.

Gross working hours for manpower may be taken as:

= Daytime 45 hours.. per week x 48,1 weeks

= 2,165 hours/year

- 2 spift : 2 x 42 hours/week x 48,1 weeks

= 4,040 " "
-3 ® : 3 x 42 hours/week x 48,1 weeks

= 6,060 " "
- 4 " : (A tumnus arrangement including sundays

and holidays)
4 x 42 hours/week x 48,1 weeks
= 8.080 " n

= 1 ghift will normally be used for all manual work
and for machinery with low invesiments.

= 2 shift can be arranged when required,when the
machine investment is higher,

= 3 sghift will only be used for very high invest-
ments and dDreferably when the process must be
continous

- 4 ghift will only be used when stops over the
weekends creates technical or economical problems.




C.

Calculsete Annual Production Volume.

Theoritically the Production volume

= Lowest unit capacity x No of annual working
hours.

That figure has of course to be reduced by seversl
factors. For unlike plants and situations these
factors may be of unlike sige. These are the 7
major factors:

The capacity utilization factor determines to which
extent the specified capacity (whi~h normally will
refer to the maximum possible speed) will be utilized
in practice.

It is a well known fact that machines camnot always
be run on their maximum speed. This cen have many
reasons such as:

- The machine will often not operate properly
(dependant on required quality and on tke
raw materials) unless the spped is reduced.

- The whole width, stroke, pressure, etc. or
the maximur 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 indications.
E.g. a stone crusher, mechanically fed by soft,
precrushed stones of mocderate and even size can
utilize the capacity to 100 %, while hand feeding
of the same crusher with hard rock of uneven size
can reduce the capacity3to about 60 %. I.e. 1if the
leaflet gpecifies 10 M per3lour the practical
output will be limited to 6 M” per hour.
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3.

4.

6.

S

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

Production technical definiciency factor includes time
Tor change of tools, maintenance, machine adjustment,
technical control, power failure, cleaning,etc.

Some continous process, where change of tools is not
required ard where cleaming and general maintenance
may be done during operations (as e.g. a flour mill)
can be working up to 95 % of the time. Machines

with frecuent exchange of tools, much adjustment and
maintenance (e.g. a printing press) may be operating
only 50 % or less of the working time. The normal
zay be around 80 %.

The Personal deficiency factor includes unproductive
tTime for giving messages, discussing problems, being
late at start and sund>y human bodily demands. In
well organized industi’_es this loss of time can be
limited 0 5 %, while it in many cases is far
higher. For 2utomatic proceases not requiring conti-
nuous sugervizion or processes with alternative opera-
tors the loss can be reduced to under 5 %.

The Organi:zational deficiency factor includes
unproductive time for waiting for raw materials,
waiting for take off, waiting for orders, lack of raw
materials, operators absence, waitirng for spareparts
etc. -7

Dependinrg on the process and the management, the
factor can bte anything from unier 5C % to over 90 %.

The Seasonal factor determhes the percentage of the
year tnat “he production is required or raw materials
and other required services are available, In addition
to season variations, uneven sales and lack of working
sapital may increase the deficiency. The factor should
for me3t {adustries Ye close to 100 %.

The waste factor determines the percentage of
Time wasted in manufacturing wreck. It i3 in
geveral industries normal to expect a certain
peigentage cf wreck which can not be repaired and
sold.




D.

it is e.g. in the plastic industry normal to
calculate with up to5 %.

The Reworking factor determines to which extent
the capacity will be tied up with repeated processing.
In some trades as e.g wood work, the factor may be

high, while in other industries with continuous
proces3ing it may be neglectible.

In projects where many of these factors are consider-
able, there can be very great differences between
theoritical capacity and practical productioa.

Determine the factors as realisticly as possible
and calculate the anrual production accordingly.

Specify the Froduction Programme.

According to the above, and accordirg to what is
possible to gell, specify the procuction programme
that is possible and well suited for the plant.

Jse the 3rd year of operation as a base anc
determine the volume of the different product
varieties including possible bty products and second
class croducts.

The division on 1st anéd 2nd year may be specified
under the s2les programme as outlined before,




A.

B.

Quentities and Costing.

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

Quantity per IGross PricelCost per

Material type product item |[Rp./unit iproduct

Quantity;Unit

pe e e e ¢+ e

The nuantities may include requirements for cutting
and faulty croducts, or this may be added in the
end,

The unit price may include freight, transport
and all expenses, or this may also be added in
the erd.

Finzlly multiply with number of items per year
to zet tctal material costs,

Raw material Availability.

From where are raw materials available ?

Will it for the cifferent materials be possible
to make use of at least two alternative suppliers
to ensure availability at all times ?
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C.

- Clarify whether there is evwpected any shortage of
any of the raw materials and how this problem
is taken care of. Are any purchase license or
guota required ? If so, what are the licensed
quantities for this project ? 1Is 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 adequate for the
purpose ? Have they been tested ? (It necessary
specify the test results). Are the raw materials
perishable or do they need any seasoning ? (this
1ay i?volve increased working capital or increased
costs).

- Will any special transport or handeling equipment
be required ?

- If it will be required to determine local value
added, than specify the net foreign costs of
imported raw materials, excluding all local
costs as duties, sales tax, freight, etc.

This applies boih to own importation and tc
lccally purchased imported raw materials.

Seascnal Haterials.

Ther. raw materizls are available with seasonal .
variations, it normally means that both the e-2'\-
ability and the price varies. Dependant on the
perishability, one may be able to store the materials
for some time, 3torage capacity and especially
the 2vailable worxing capital however, may make it
impoz3ible to keep enough stocks to keep the

rrecu cticn running throughout the vear.
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D.

From the table onec ean see how availabllity 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 capital binding. Cne can also see whether

it will®possible to bind the necessary capital to

keep prSduction running throughout.

Capital binding.

The payment conditions one can get from the material
suppliers, and the necessary storage time for the
raw materials, determine. the working capital
requirements or raw material purchases.

Credit o 1 - 3 months are normal in many trades,
but customers not making arrangements with the
suppliers may be forced to pay cash, Cash paymert
ig a heavy strain or the working capital, which ore
much try to prevent .

The storage time may additionelly to seasonal
storazze, also be determined by minimum purchase
aue—tities. N

-

If supplies are regular =azd uncomplicated, one :tiy
be =tle to operate witk 1 ~ 2 weeks stock for
materials available within the town’ 1 montk. for
materials from further ewey, while "3 months stock
msy often be required if doing ones own importation,
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T.4

A.

B.

MANRPOWER _ REQUIREMENT.

Man - power requirement.

The type azd no of employees as well as the cost of
persopnel must be specified. It is important to
distfggish between those representing variable costs,

i.e the operative labourers,and those which number is nat
dependant on the production volume, i.e. administrative
staff, maintenance people, cleaners, watchmen etc.

Variable Staff. These are process operators and
assistants in the production. The required no and the
type of operators should be determired as specified
under para T.1 A. Provide for reasonable wages.

The rate table on page 9% may give you some guidance,
but please consider the specific gituation and adjust
the figures as required. Specify in a iist, a0 of
each type of operator, monthly salary and total

yearly cost. Find the sum and social costs as indi-
cated in the continuation.

Fixed Staff are other personnel regquired in the company.
Handle this 1list in the same way as above. The no of
people, the rates of salary and the social expenses

are jirdicated in the same table. Judge in each separate
case whether the proposed nom-figures for no of
persons ard rate of salaty wiil apply in the specific
case. No of technical staff required depend on the
complexity of the production, the varieties of the
products and the demand for maintenance and supervision,
The no of commercial staff depends on the no and size
of orders and customers, the sales system and the no

of employees,

The no of staff to be required should be specified as
at 100 %4 production, normally expected to occur the
3rd year of production.

Social Costs.

Soclal costs are expenses which are connected with the
employment of staff.
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They may incliude the following elements:

tot2

Eealth insurancee~is nommally not paid by small
scale industry relying more on the Puskesmas
and governmental free hospital facilities.
Small expenses may still occur.

Life insurance-is compulsory under the ASTEK
scheeme and may ammount to 1 -2 %

Sick leave expenses are not compulsory, but it
is rational to expect arcund 2 % fer help
during sickness.,

Transport and Food must be incalculated with at
least Rp. 53C,- per day per employee.

Unifo:mis, protective clothing, etc, may be
required ir certain industries.

Annusl leave grant is compulsory for enterprises
with more than 3 Hp motorpower installed and
more than 10 employees (2 weeks or 4 %).

House allowances will not apply.

¥atemity zrant is normally not paid, but limited
cost3 for some helg should te expected.

1T1i3 ca2n smrount to 2nything between 10

and 20 % in accition to food and transport.
You can in general calculate with the following:

—

= Location X
ize of enterprize ™he bigger , Other Vil:ages and
cities . Towns - rural areas
. Under 10 caplcyees 20 % - 18 % _ 15 %
10 employees »r more 22 % 20 % i 18 %
Additionally per cer- | ‘ :
son per day for food ! l
and _transport | Rp. 600 Rp. 400 Rp. 300
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D.

Skills and Training.

Specify for which of the jobs any special, not easily
obtainable skills ere required. Specify also how these
skills will be gained. Are any particular qualified
perscn(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
kow will these costs be catered for ?

Training may preferably and if posgssible be arrarged
on the job within the project, possibly conducted
by technology specialists from outside, In certain
cases may it te required to send people to other
factories for training, or to participate in class
room training,

#hen training is required, than specify *he requirements:

- Subjects of training

- Required duration and way of learring
- For whick jobs and hew many Pesp.a.

- There to get tke training and who to ccnduct it.

- Costs involved., .-

Salary and Wages Level. Number of staff,

Recomendable level of salaries varies not only with

Job locaticn and size of industry, but also with trade
and personral performance., The rotes indiceted in this
tatle may be used as a norm,but indiviiuasl adjustmenrts
must be made:
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Tumter of

“mplovees and rate of Salary.

Salaries 2né wzzes wi(y with location, trade and other

factors.
table may give

If no tetter informetion is available,
some rough guidelines. The table is

this

ment for villages and rural areas. For the bigger cities
may be added 30 %, and or other towns 10 - 20 %.

Por shift work add S

- 10 %.

: Number of employees and monthly salery|

! : for different levels of investuent. !
J OB rves menll vestmen vestmenl A
Up to 2mill. ! 2-20 mill 20-100mil :
iNo.;Rp./ No.; Rp./ No. =ap./ ;
_ ‘month month i month !
’ i
Unskilled labourers " 24,000 24.000" 24,000
Semiskilled lasoourers . 30,000 32.700 54.000
Trained labourers 42,000 50.000 50,000
Machine operator |- - . 60,000, 75.000
: n n ! . : ]
.csgiztant - - - 35.000! 50.000
‘Responsible 3pecialist: E '
$rocessor P - - 75.000 | 90,000
Mainterance iiecnanic. |- 0-1 60,000 1 . 85.000
: n Electricim- - "= 1 30,000 .
; " Carpenter |- - - TC.2C0 -
‘Poreman P - 1 95.00C
ISkiffs F.reman ‘3, - 0~1, 80,300
IDriver lorry P - - - t 70.000 ;
IDriver -2an - 0=2' 70.3CG :
Store z2eper - 60,000 1 | 80.000
j¥atchman ‘1 24,000 26,000 2 : 30,000 ;
:Shopkeeper - 54,000 0-1. 65,000 ;
:Shopkee%er aszistant i- - 0-2. 30.000}
Yanager i1 75.000 100.000 1 :150.900 :
Productisn Inzineer e 85,000 1 100,20 ¢
Accountant - 1 120,000 |
steeceunt-  Tle-« - 1 80,000 1 9C, 200 -
Sales “epresentative i- ; 1 75.000 1 100.000
v ™ lszi:ztant = - 1 |, 60,000
Office Cnrerintendant = | - 1 120,000
General clerk \E | 1 | 45.C00 ;1 | 45.000
Secretary l - i 65.000
ICopy typist ! 1 E 40,000 | 2 45,000
Messenger o |1 | 24,000 |7 | 24-000
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E.

A.

Expatriate Staff.

Will any

from the outside be required for:

expatriate staff or temporary staff brought

- Erection and commissioning of the plant

- Running in of the production

- TInitial %technical management

- Maintenance

= Management ?

If so, specify which jobs will be required, as well as
duration and costing, including salaries, travelling
and acccmocdation.

%here will the personnel be provided from,and which

guarantees

completion within the

are available for the success and the

stipulated periode ?

Are the specified costs related to sasreement with the
suppliers or cthers ?

The industry must be located where it is best tit,

This is a question about economy;
will cost less for the industry.

which locstion
It is not a question

about which is the homeplace of the client or tke

stativn of the project cfficers.

Resource oriented contra maret oriCnted industry.

Most industries are either resource oriented or market

oriented.
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o

Determine whether the project cught to be located
close to the rav material sources,or whetcer it rather
should be located near the .aarket.

Recources oriented industries are:

- industries which use raw materials in larger volume
than it makes of products

- industries which is extensively depencazt on
collection of available resources.

Examples of such industries are:

- projectsbased on agricultural crops (as fruit,
vegetables, seeds, straw, etc.)

- Sawmills, sement production, chemical ¢roZ.cts,
wallboard production, tanneries, salt refiningz,
fish &and meat processing, metallurgical products,
quarries.

If these industries are located far from trhe raw
material resources, the materials and/or tie transport
will become too expensive and it may be difficult to
centrol the availabilities or the prices for the
resources.,

Located in the middle of the cultivating area,2 fruit
processor can encourags and advice the farmsrs and
secure sufficient supplies to acceptable pri-ces,

A saw mill located 1in the forest itself wilil greatly
minimize its transport problems and can operate over
a longer season when roads in the forest may become
nearly impassible in the rain period.

Mzrket Oriented Industries are those wHere:

- products are more voluminous than raw materials
- close contact with the customers 1is imcortant
Examples of such industries are:

- carpentries, metal workshops, glass work, plastic
products, pottery, repair and service industries,




¥e must for market oriented projects distinguisa
between projects fit for a countryw.de narket and
export, and 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 aiming at, can be located anywhere
where there is gufficient local aarket.

Urban Contra Rural Projects.

Secondarily,one can distinguish betweer projects fit
for urban,contra projects fit for rural areas.

Rural Oriented Projects sare:

- projects recuiring low cost latour and m=ny 1=ﬁc:r<rs
- nrojects reaquiring much space

- projects crea.ting noise, smoke etc,

- agrobaseé projects

- In reneral all projects that do rof srecifically

require to be located in the Lown.
"~

Urban orientec projecis are:

- projects which can benefit greatly form a very
clo3e contact with a2 high number of customers or
otr.er contracts,

Do not locate a project witkhin the urban zone if it
is tetter fit witnin the rural areas,
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c. Selection of site within the selected aresa.

In eddition to finding the most suitable geographicel
. location, the project should be adequately sited.
You then should consider:

- Is the size of the plot or the building fit for
the purposet (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 construction
. fit for the purpose?(Not too costly and not too
poor).
- Is the site reasonably within reach for employees,

customers etc.? (Consider distances, communica-
tions and traffic).

. - Is the cost of conneciion to the electricity
main line reasonable ?
: - Is the supply situation gocd, m.h.t. raw
materials ané products (Road connection, Railway
. connection)
- Is water and effluent connection & problem ?
- Is a telerhone ingtalletion possible ?
1-4-
- Are the necessary service facilities available in
the surroundings ?
- Can wastes be disposed, will noice, sme:l, smoke
or extended traffic disturb the surroundings too
\ much ?
D. Aporoval of the location.
. ilogt projects require approval of the location from

the authorities.
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Reasons <for rejecting such approvals can be:

- Jrbzn planning of the environment, hygienic
reasons, exploitation of the ground or natural
resources, noice, smoke, dust, effluent,
traffic7 safety, etc.

Jepcndant  on the situation, the approving authority
may te ths town council or the BUPATI as the head
of <ze T=bupaten.

Sometiza2s approvals will be given on certain
coniitions which involve: extra costs for the project.
Such  ¢c333 snouléd be included i the project paper.

Location Zconomy.

If i< 1~ not obvious which locations is the better,
thar cz2lzculate which 1location creates the lcwest

cogvs:

Lis: .1 parameters which will get different cost
with  in2 iifferent locaticng and 2dd togetrer

the +t:21l yearly cost for all the parzmeters
sepzrater7 for each of the location altermatives
whiszz vz corsidered,

Zuzn Daraneters may oe cost of freisht, local
sanErors, rent of vullding, travelling, telenhone
L N 9 2] & b
cem~inication time, sales cost, etc. etc.
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9.

J.1

9.1.1

TEE ECCLCh CF THE PROCJECT.

INVESTMENTS.

Uncer investments should be specified the total
capital that is required to start the project.
There should for each item be given a sufficient
descrintion to judge the suitability of the item
anc¢ iig fitness to cope with the production
prograame,

The cast of all items.in Indonesian Rupias ,should
be specified in a column on the right side and s
subtotal should be made for each of the sub parsgraphs.

If the specificatisns amount tc more thar one paze,wm:
do %he specifications in an appendix and give only
a brief sumrary in the paragraph.

~andéd and BUILDIUIG.

If “he project will be locaied within some sort of

an induatriasl estate, - append a laycut to scale %>
3now no¥ *he produaction can be ratisrnaily ani comfor-
tabtly locaited within the allocated building. ailso
confirm the rental period and conditions,and the rate
cf rent, Zpecify tc with extent the required ins-
tallaticrz nd infrastiucture will bYe provided

from the estate,

Zpecily co3ts for renuiret modifications of the
ruilding, reconditioning, fundations and other
srenarqrions that must be undertaken by the entre-
crereur, If the requirements have to te zettled
throush’new building, than consider which of the
followings items will be recguired, give a brief
description of the required facilities and specify
the cost:
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Plot: State size. Give a short description, confim
its suitability and whether it allows for exparsion

. of the production.
If a new building must te erected, is its fitness
. for building fundamentations,etc. known ?

Building. Which buildings are required or which depart-
ments in the building are needed:

- Raw material store, production depatrment, product
store. other stores, shop/expedition, boiler
house, maintenance department, warderobe,
toilets, office, watchmans shield, wster treatment
or water storage, effluent treatment, staff
accomodation.

Specify:

- Required and provided spaces (if possibie append
a layout drawing)

- Required and provided s*tandard of the btuildirg(s)

- Specify whetaer the investiment figures refer to
estimates orztenders. Specify the tuilding
costs per m“. Norrally the cost of the
building should be baseé on tanders.

For a rough estimglte you may calculate:

¥ DPermanent buildings in corcrete/sterne with
more than one floor divided into rooms
Rp. 150,000 ver m

* Permanent buildings, concrete or
stone, one floor, wider areas Rp. 120,00C per m

* Steel structures, astestos
covered Pp. 85,000 per m

* Steel/wood structures with
corrugated steel sheet
covering of roof and walls Rp. 75.000 ner m

¥ Simple sheds, covered with

corrugated steel sheets without
concreted floor Rp. 40,000 per m
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* Roofed areas without walls for simple "
. storage, sawmills, etc. Rp. 25.000 per m“

Other building facilities.

- Specify the length anc width of 2rond to be
built or improved, the cost per m“,and the total
cost.2 Road costs may vary from about Rp. 500
per m for a simple murram road, to about
Rp. 8.000 per m2 for a tarmacked road on a
better fundat.on.

- If a railvay siding 1is required, specify the
lenigth and the cost according to guotation €rom
Indonesian State Railways (PJKA).

For Fencirg specify the required length, height,
standard and cost,

The costs may ammount tog;

- For simple low barbed wire fence on wooden
poles Rp. 1000 per m
- For chainlink feneé 2m h with barbed wire on
top . Rp. 6000 perm
- For stone fence Rp. 7500 to

Rp. 10000 per m2

- Specify no, size and cost of fundations,
structures, silos,platforms , etc.

- Specify recuirements and cost for air conditioners
and  ccoling fans,water reservoir, effluent
sedimentation basin,and other special building
structurers or instailations.
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9.1.2 PRODUCTION MACHINERY AND EQUIFLENT.

A.1

ghich equipment to include

The production machinery should include:

- All machines required for the procuction process

from material collection to dispatchment of
packed products.

- All motors, starters, transmissions and feeding

equipment for the above machines,

- 411 machine tools which are reaquired in order
to make all the products in the programme.

- All hand tools which are required in the
production, working models, lasts,jigs , and
special erection (fixtures.

- Yorking +ables, chairs aad other production
inventory.
- Electricity generating equipment, when reguired,

2. ‘Which information is Reguired.

For the individual items the following inform:ation
is reqaired:

<
Name ancé address of the supplier. Reference
to date of cuotation/proforma invoive. Validity

of offer and delivery time.

If the supplier is a local trader, also the
origination of the equipment.

Tame, type identification and poscible descrip-
tion of the item and/or the function it nas.

If secondhand state age, physical condition,
inspection, valuation, guarantee. Availability
of service and spareparts.

Capacity, if possible expressed in no of opera-
tions or product units per hour,

Size of electrical connection in «¥ and electricel
consumption in Kwh, per hour.
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a)

- Including of spareparts for 2 years of operation.

- Possible requirements to water, oil, commpAssed
air, transport ducting, 1liftiag equipment, gas
extraction, drainage , and elec’ricity generation
or trgnaformationaflf not included under building
costs

- Cost may be specified in the currency of the
otations and converted into JTndonesian Rupias
Use buyers exchange rate whira is slightly
higher than the medium rates refered in the news -

papers).

- Fhether the prices are valid Ex factory, FOB, CIP,
FRANCO or Installed.

Additional costs on machinery.

Dependant on the purchase conditions, all or some of
the following costs should be calculated in additi-
on to the costs that are specified above.

Costs specifically on imported machinery and
egnggenf:

Packing cost, overseas local freightsand ships loadin
will apply if the of!gf is valid ex Tactory excl.
*

packing,

Inspection fee will apply when inspection before the
dispartchment from overseas is required.

Seafreight will apply if the goods is offered FOB.
e sea Ifreight to Jakarta or Surabaya may presently
amount to:¢

From Japan 125/- U.S. $§/ton or m’> whichever
is highest
® fThe Netherlands 190/~ » "
» UoSuAc 190/- " | J
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From Homgkong 125/- U.S.$/ton or'l3 whichever iApighest.
® Singapore 45/- - " - - " -
®» Taiwan 75/~ - " - - " -

Normally the volume freight will apply as the highest,
Shipping dimensions are nommally given in the
leaflets for the machinery.

Bank Charges. For opening of L/C and conducting
the ?ransac%fons of payment of imported machinery,
the bank will charge a administration fee of

Rpe 29 perU.5. $, or 2,5 %.

Dut is calculated according to the tariff,

The variations are according to the importance of
the machinery and whether it is locally mazufactured
or not.

Machinery 1imported in a completely Imnocked down
condition may frequeatly be allowed at substan-

tially 1lower rates. is also possible to apply
to Ministry of Pinan for reduction in the
duties,

Sales tax _ on imported machinery is 5% or 10 %
on top of invoice value and duty.
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In 1984 the rates of duty and sales tax are
generslly still as stipulated in 1980.
Some examples can be given:

Duty Sales tax

Specific trade machines:
- Machines and machine tools for

the working of wood, cork, bone,

ebonite, hard artificial

plastic materials 10 10
- Printing machines 5
- Knitting Machines 5
- Laundry Machines 40 10
- Sewing Machines 20 10
- Stone crushers 10 10
- Agricultural machines, 20 10
- Dairy Machines ~ 20 10
- Foundry moulding bc‘)xes 10 5
Specific purpose Machines:
- Electric Motors ‘ 30 10
- Purnaces for Industry and

laboratory 10 10
- Scales 20 10
- Cranes and hoists 5 5
- Filtering and purifying

equipment 20 10
- Alr conditioners 30 10
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Duty Sales tax
- Pneumatic hand tools 20 10
) - Presses and crushers 20 10
- Loading, unloading
machincs, equipment 5 5
Clearin of imported goods in +the harbour must
iy e undertaken by authorized clearing agents.
Acco to the tariffs sthey charge a flat rate

of Rp. 650.000 for all consignments up to 5 tons.
For larger consignments will be added Rp. 12.500
per additional ton.

These rates are however subject to negotiationm,
especially for small consignments.

b) Costs also applying to locally manufactured

Hachinery.

Local Seafreight are ésbording to decree of 12th

anuary 3
e | e

0 - 200 (Rp. 18,72/mile + Rp. 979) per to
?01 - 300 (Rp. 14,39/mile # Rp.1.848) - " -
301 - 400 (Rp. 12,10/ " + Rp.2,533) =" =
401 - 443 (Rp. 10,72/ ™ + Rp.3.095) =" -
444 and up (Rp. 5,14/ " + Rp.5.552) =~ " -
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Local Higg!g* transport are according to
ecree O anuary 1982, as maximums ratet

Zone I, (Java, Bali and Lampung) 66 Rp./ton x Km
Zone II, (North Sumatra, West Sumatra,

Riau) 82 - -
Zone III, (South and Southeast

Sulawesi) 96 -"

When hiring the whole truck for short distances
transport, somewhat higher ton rates may be
negotiated.

Railway Transport are according to decree of 19822

Por general cargo Rp. 15,55
For luggage and dispatches Rp. 40,36

Transport insurance. sge insurance rates are
negotiable and may ry from company to
company. The average preminium can be taken
as 0,5 % for machinery.

For smaller items and easily breakable equipment,
expect slightly higher rates,

Contingencies should be added due to uncertainness
in the costing. Such uncertainness includes:

- possible price increase
- possible change in rate of exchange

- required equirmeat or expenses not regarded in
the speciggcations. &
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C.

Dependant on possible delays in implementation and
on the firmness of the offers,contingencies can
normally be added with 10 = 15 ¥ of the total
cost of tkhe production equipment.

Installations, Service machinery and equipment

This equipment and its cost should be handled as
described for production equipment.

Make sure that whatever is required of the equipment
and installations 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 i3 it in all cases to collect
offers from the suppliers, especially for major
costs,

Specify which of the following costs will occurs:

- Physical installation of the machinery

- Electrical installations
- PIN connection
- Jater installatio&5 with posgssible reservoir,

well, pump. installation.
- Drainage 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.

- Maintenance equipment, Mechanical ca¥pent
and  electrical, ! ’ i
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- Chainblocks, cranes or other lifting equipment

- Pallet trucks, and other internal transport
wagons

- Scales

- Transport equipment as belts, rollers, preu-
matic transport, etc.

- Stores installation with shelves, pallet-
shelves, bins, tanksjetc.

- Expeditbn or shop- installation
- Laboratory with installation and equipment

- Vaste treatment and waste disposal, including
bale presses, bins, transport continers,etc.

Comments on some of the above costs:

Physical Installation.

For small machines t0'¥k fit on the floor or an
a fundament,whether or not be bolted in position,
the cost of 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 gZeneral guidelines for the
cost“not be given., Please estimate on individual
basis how much each of these components of the cost
of installation will amount to in time, material
consumption, and money:

- Pitting together of the machine or building it

up in position wheu it is supplied in parts
or sections (mainly 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 changes in the building to allow (for the
movements. Manufacturing of transport structures
may also be required).

- Manufacturing and erection of supporting legs,
brackets or structurers, operation and inspection
platforms, gangways, stair cases, etc. (The
material and time requirements may ove considerable.
The costs should be calculated).

- Connection to the machinery of water, steam,
air pressure, hood, ventilation ducting,
transport arrangement, filling and emptying
equipment, chimney, remote control etc. (May
sometimes involve large amouvnts of materials
and fittings).

- Testing of the machine and trial operation.
(May cause waste of production raw materials
and it may take time to do proper adjust-
ment of the machine)

- Cost cf supervision during the installation
period

- Cost of communication with suppliers and
contractors, incl. telephone charges, possible
travelling chargq®, 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 of the motors,
possible electrical heating elements and the lignht.
The size is measured in kilowatt (Kw). If Ho.-rse-~
power is specified for the motors, 1 Hp = 0,735 Kw).

1-Phase Installation. If only small motors will

e used (under 71,5 Kw), and the total installation
addded together is maximum about 20 Kw, one may use
1-phase installation which 4is much cheaper.
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(All motors must then be 1-phase,which makes the
motors themselves slightly more expensive).
Cne can also not later on use 3-pnase motors
withcut exchanging the wholj installation. For
larger installations will bdused 3-phase motors
and 3J-phase installation, |

The Cost of the Installation can be obtained from
an electrical contractor. Gut for a rough estimate

you can calculate witk the following figures for

the total cost of the installation:

- Per socket, 1-phase, 6 Amp. Rp. 11.000
Per light point with light bulb Rp. 12.000

- Per light ® n fluorecent

1light Rp. 18,000
- " 3-praze plug,?éA, (8 Kw) Rp. 40,000
- " singel phase motor, 1 Kw Rp. 14,000
- " 3-phase motor, 3 Kw Rp. ©0.200
- "  3=phase " 10 Xw Rp. ©65.000
- L ", 20 Kw Rp. 100,000
- " 3. " " | 4C Kw Rp.175.,000
- " 3 " " 60 Kw Rp. 280,200

Socxets and light points are included in the above,
bvut :@o%ors and atarters (which are normelly a
part of the machine) are not.

The at:ve is valid for premises up to 100 M2. For
larger premiszes will be used larger cables., For

lenchts over 15 M must be added for increased
cable cost,
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PIN Connection.

In addition to the charges for the internal electrical
installation, PIN will always charge for connection
of the 1installation to their supplies.
If ali the machimes are not run simultaniously,
the size of the connection may be reduced, by up
to a maximum of 50 %.

According to PLN's tariff for 1983 you can
calculete with the following connection charges:

1-phase. 2=phase.
0, 5 EKw Rp. 30,000 1 Kw Rp. 120,000
0,75 " Rp. 60,000 2 " Rp. 24G,000
1,90 » Rp. 100,000 5 " Rp. 600,200

2,0 " Rp. 225.000 10 » Rp. 1.200.000

2,5 "  Rp. 290,000 | 20 "™  3p.  2.400,000
3, "  Rp, 355,000 | 30 "™ Rp. 3.600,000
4 " Rp. 485.000 | 50 "  Rp. 5.800,000
5, " Ro. 615,000 | 80 "  Rp. 9.000.000
6, " Rp. 745.000 | 100 "  Rp. 10,500,000

200 » Rp. 20,000,000
300 » Rp. 27.500.000

If a transformatcr must be installed; up to a
maximum of 50 % may be added. If en own
transformator will be installed, up to 4
deduction may apply.

If the installation is far from the power line,
additions may also apply.
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Electricity generator;

¥any com;znies prefere to install their own diesel

operated ¢lectricity generators.

The costs waries

with selection. For rough calculations may be taken
the following figures including installation:

1 K¥ 1-phase
1 n 3-phase
3 m "
16 n~ m

Rp. 400,000
Rp. 1.300.000
Rp. 2,500,000
Rp. 5.000.000

Fire Fighting equipment.

The neeé for fire fighting equipment car be roughly

egtimated as

follows:

Clags of Industry

éType and quantity
"of Installation

~
z

i

Total Cost Rp. ;
' area .lLarger ires

t Metal werizhous

kg CO, fire

-

mall, ,
(50 M<) ber 200 M i

'

and Similae extingliisher i i210.000
indus*ri=s 2 ¥g COp fire ‘ ‘
extinguisher 1135.000 é
' Hood wori~hops 2x10kg water i ,
extinguisher ; 17£.CCO
1x S5kg water
lextinguisher - 20,000
Plastic factories {éx10kg powder : - |
and extinguisher , . 270,000 .
- factories for pahtst! x 1Q9Q water : |
i extinguisher : ! 90,000 .
| or flamraole ﬁ,Skg powder ; ]
| extinguisher 90,000 | }
liguids r 2kg powder | ' ;
xtinguisher 50,000 | i




9.1.3

idditionally a set of the following may be considered
for the project, and may for certain projects be demanded
by the authorities:

Fire alarm with bell Rp. 40.000
or Altematively sirene with hearing

distance 1,5 Km Rp. 70.000
Alternstively smoke detector with

sutomatic alam Rp. 150.000
First aid kit Rp. 60.000
Hose real, 35 m, 1" Rp. 200,000
Water tank and booster pump for same Rp. 300.000

Cther Assets Required.

These can be treated as specified for machinery.
The specification should include whatever is necessary
of the following equipment:

- Vehicles, tract:i, trailer, bicy~le, hang
cart.

- Office furniture with tables, chairs, shelves
and filing cabinets.

- Office machinery and installation with
typewriter, calculator, safe and telephone
ingtallation.

- Deposits on rent cf building, production

equipment, gas cylinders, electricity, water
ini,tallation, etc.
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A.

B.

C.

INVESTMENT SAPETY FACTORS.

Qontigencies

There is always a possibility that necessary investments
may be forgotten. Sometimes small matiers may be
required which one is not aware of. One can slso 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.

Allowances for Price increases.

It will often take some time from preparation to
implementation of a project. Prices may increase in
the meantime and if no allowances have been made,
the project may run into problems of underfinancing.

Price increases may appdy to buildings, machinery
installations,and other‘assests. How much to add,
depends on the normal price increase ir the trade and
on the implementation time.

Hence, 1if expecting 15 % price increase p.a., and 8
months implementation time, 10 % addition may apply.

Poreign Curremey Fluctuation.

If bdbuying equipment to be paid in s foreign currency,
there is always a risk of change in the exchange rates.
Any develuation can not be foreseea or plared for,

but limited changes must be expected.

Dependant on the currency and the situation, 3 -5 %
safety margin may be specified for the foreigm
payments,
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9.1.S Pre-Cperational enses.,

All costs, which initially will occur before or

. during the start of the operations and are not a part
of the regular runnirg of the business, are pre-
operational and must be included here 1if they are
not included above., Consider which of the costs
listed in the following should be expected to occur,
and specify the costs:

- Feasibility study fee or appraissl fee. It is

expected that ag other institutions preparing
. feasibility studies will be charging a fee for

the work.,

A fee in the range of 0,5 % to 1 % of the total

investment may apply. If the entrepreneur

himself has done a subtantional and acceptable

part of the job, the fee should be reduced.

- Committment fee. If a client delays naking
use of the loan that may be allocated to him, °
. the benk may charge a commitiment fee of 43 » 1 ke

) tax stamp. The fee may be run from allccation 3
of the loan until the client has fulfilled his
conditions for ordering of the equipment,

- Com-2ny formation. If the company is not yet
registered up to the required standards, you
should for limitgd companies calculate experses
for the formation of 1 % the share capital, +
a reristraticn fee to the directorate of ?P=tent
of maximum Rp. 100.000 (The last one is not
compulsory and is for the protection of own
trademask etc.) For proprietorshipgand small
companies no fees wi'll apply.

~

- Taluation. hen providing securities for a tank
Toan, the bank will require valuation of the
property. For loans up to a maximum of Ip. 100
million, %he valuztion is cdone by the tank and
no fee will apply. For digger loans, an
appraisal company will be required to do the
valuation., They may charge up to a maximum of
1 % of the value.




Juridical assistance. If any legal assistance
Is recuired e.g for drawing and certifying of
leaze =greerert, collaboration agreement etc,
the fees will often exceed Rp. 30.000 per
item and should be included.

Know-how. If the production is based upon
collaboration with a foreign party utiliging
patents or production secrets, this will often
be charged either as a royalty to be included
in the production cosis,or as a know-how fee

to be stipulated under the pre-operational
expences,

Training. If other training than normal gaining
of experience iuring the operations are required,
the occured cost must be catered for. These
costs can include cost for travelling ard stay
in a2 different place or a foreign country, or
it can include fees, travel, and accomodation
for local or Zforeign collaborators to do the
training within the productio—-,

Aggistarnce for glanninﬁ and start. If any
detaliled planning o e production must be done,
construction of production equipment or super—
vision of erectior or start, consultancy fees

as applicable must be specified. This applies

whether the job w}ll be undertaken by BIPIK or
hr others.

Also must be considered whether consultant
as3istance may be requireé for building construc-
tion, or for installation of electricity,
v#ater, steam, ete,

Xezay macing sf tne building. Especially if the
builcing 1s leased, cost for making it ready
J:r i.e production, not refundabl:= from the
landlard,may occur. If such coats can not be
considered as an investment providing security
for the project, they may be specified here.
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Prin- ins of the first lot of statlonefz. Printing
of stationery telongs among the normal overheads.
One will however often find 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. This
may be included if considerable costs can be
expected, e.g. 1f new products must be developed,
complicated processes need to be adapted or

adjusted or if initial wreck production can be
expected for training reasons.

Interests before start of operations, Disbursement
of 1investmernts will take place at different
tires before start of o ratlons. Calculate
interest on the disbursments for an average
period of time from disbursement until start of
pavmeﬁts for the sales from the production.

These costs may at times be high, especially when
the implementation require long time. Try to
shorten, but realistically 2S5Sess the time
requirenent,

Building out the sales organization. Appointing
of sales representatives agents or distributors
ané informing them, may involve travelling,
advertising, training, rent etc., costs belonging
to the »re-operatiornal expenses.

Salaries, waces and overheads before start of
producflcn. If parfs of the staff need to be
enployea vefore start of ordinary operations,
the c¢:-3:* of this 1incl. social costs should
be 3pecified here,

Re ~ular Overheads before start of operations
trhi3 inclunde Trne merniknly
telephone water, rent of bullding, general

transport and vehicle expenses,travelling and
insurances.

Poggible ather initial cccts related to the project
which zte not mentionea above.
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9.1.6 Working Capital.

Working capital is the money required for doing
. the business, buying, selling, keeping stocks paying
wages and other costs.,

If working capital is not sufficiently present in
the project, the project can 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 is
lacking,it is very likely that the project will get
. losses instead of profits end that the working
capital will decrease instead of increase, Finslly
the project may hence be forced to close down.

Calculate the working capital btased on full production.

The demand for working capital should preferatly be
calculated on basis of the recuirements during full
oroduction, as nermally stipulated for the 3rd

. year of operation.

One could of course consider that if the operations
the first year is estimated at 50 % of the full
programme, less workiqg capital may be needed. There
are basically two reastns for wky this nay be e
cangerous considerations

a) It is 1ifficult to know really hos 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 woriking capital will be required.
If one will make less,one risk draining parts of
the working capital and will run in‘o big
provlens if sufficient capitals is not available.

One may in spite of the projections meet unlike
difficulties during the initial stages and make
less profit than expected. It can thkerefore
be difficult to accumulate from the profit the
increase of working capital which is required
for the 2nd and 3rd year.
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Cnly if the prospects are sufficiently bright, if
the break even point is very low,and if further
financing is too probleratic, one should consider

to base the ammount of working capital on the 1st
years demrand. It will for such cases be necessary
to compute the working capital for the 3 first
years and to show in the cash flow how the working
capital will be built up from year to year, <from
the profit or from other sources.

Components of the Yorking Capital.

vependant on the project, the working capital will
normally consist of capital bound for the following
purposes:

a) Prepayment of goods in order
b) PRaw materials in siock

c) Jork in progress

d) Products in steck

e) Productg under dispatchment
f) Dettors

g) Leas creditors <~

h) Gerersl cash in hand

You may compute the capital derand for the different
purposes under the followirg considerations:

a) Prepayment of oods in order. Local purchase
o? raw materials will in most cases ce on
credit on cash on delivery basis (C.D.D).

Hence prepaymert will not apply. It however
sometimes happen that the supplier, especially
when not trusting a customer ordering something
which is anot regularly supplied, may ask for
advance payment,or he may ask for a certain
percentage depocsit,
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The 3ame may hezpen for suppliers ~ho themselves
are lacking sufficient woriking capital to carry
out the order.

For imported r2w materials must be opened a
Tetter of Credit (L/C) before the goods can be
dispatched. The period from opening of L/C until
the goods 1is i hand may many times be
cornsiderable, 2a2nd can be examplified as follows
(but) please correct the computition for the actual
case):

- Tire for transfering the L/C from the

local tank to tk2 supplier abroad via

foreign vanks 2 weeks
- Delivery time for he ordered goods

(varies extensively from case to case) 4 =

- Jaiting time br shipping possibili-

ties 2 "
- Ship transporting time 4
- 7aiting and clearing in tne local
harbour 2 "
- Dispatchment and waiting time for
local transportatjon I
‘_)
Total 15 weeks
= 3% month

Crne will be aware that the bank of the project
who opens the L/C 1is bound to release the payment
acco~ding to the L/C terms. The bank may refuse

to ouven the L/C# 1% does not fully trust that the
nayment fron:. the project will be made promptly when
iue, It i3 therefore in mogst cases nommel that

the tanx will ask either a standing guarantee for
such paymnents or they will require deposited a
certain percentage of the payment in an account with
them, Something lixe a 25 % deposit may be
rejuired, The reguirements vary, and clarification
should ve zought from the actual bank connection in
the 1individual cases.
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b)

Raw_Materials Stock.

while capital for raw materials in order is dependant
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 of raw materials fluctuate over
the time. One can distinguish between the maximum
stock after receival of the consignment and the
minimum stock juut before receival of the next
consignment. One must have enough capital to cater
for the maximum stock, If however the supplies are
divided between many different raw materials and
several suppliers, one can consider that the supplies
will arrive at different times indepencdant of each
other. If that is the case, one can base the
capital demand on a quantity somewhere between the
maxirum stock and the average stock,

The inimum Stock which is recuired must be determined
so tig that one has sufficient security againat stop
in <tre production.

For local supplies where one can rely fully on stock
holding oZ the supplier, the minimum stock may safe{y
go down to under a week if also the transport
vos3ibilities are very relvable., CSeveral materizls
require storaze for curing or drying. E.g. wood
should normally require 2 months storage or more
before processing. %’

For supplies from overseas or Ior less regular local
supplies the minimum stock holding may be considerably
hizher, Considering the importation time example
indicated avove, one cam 1imagine that the supplies
may delay as much as 1 - 2 months, The minimum
stock can therefore not be less than 1 - 2 months,
Still tre order has to be made 15 weeks before the
planned arrival time, which required a very efficient
planning of the production and the purchases. If

one expect some irregularities, it would hence be
tetter to give allowance for a minimum stock of at
least 3 nmnmonths,

The maximum stock 1is determined by the minimum stock +
The crler juanvity.
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The order auantity is ideally a juestion of the most
economical size of tke order. This again is a balancing
’ of the ordering cost on one side ind the storage costs

on the other.
[ ]

For cheaply locally available raw materials the order
size may be determined as e 7 ton lorry load (E.g
“lour for a bakery).

. In other cases the cuantities nay be determined by
she minimum available auantities (e.g. a whole roll
of esch of the textile types which are required).

. For rerishable goods, (e.g. food stuffs) cne may be
forc2d to collect the raw materials very frequently
and nence reduce the demand for working capital but
increase the transport costs,

It is possible scientifically to calculate the most
econorical order auantity by a formula as follows:

o of units 200 x No of units required per year x
- =\l orderine cost per each order (2p.)
ver order orice 1n Rp./item x storage cost
. in % p.a.
Tany ti 23 it may te necessary to order less than
what is ocoznomical 3imply due to lack of working
capital, ~

‘)

Tie Sisck moliing should preferably be calculated
inder the above consideration.

As a practical indication of storage times to be
calculated averagely, can however be indicated:

- Fruit for prccessing 3 days
- Flour for btakeries,1 lorry load or 1 week
- Corsuneables av-.ilable from stock in

the nearest town 2 weeks

. - Steel from~VVo€k&' ( considerably

cheaper than from local stocks) 1 month
- ?roducts to be made on order

loucally 2 mnonths




1)

11)

- Un-g8easoned wood 2-3 moaths

- Inported raw materials when one

supplier cater for the main demand 3 months
- Imported raew materials distributed

on a rarze of raw materials

and suppliers 4 months

Tork In TFrogress.

The working capital demand for work in progress
i3 the c2pital bound in products under manufacturing,.

The capital demand in Rp. is determined by:
1) the manufacturing time and

1) Ire costs bcund in tke product during marufac-

turing
The manufacturing time will differ extznsively from
one type of proluctic: to another. Roughly we can
indicate censra2lly for some trades:
- Fakeries, stome crushing, flour mills, canning )
\ezs Fnavr 1 day = neglectible
‘-}
- Gament nrocduction for sales 2 days
- Simple met3al or wodsd »roducts,
sainted 3 .ays
- farzent manufacturing on order 1 week
- Tannerieg 1 = 2 weexs
- Tumiture nanufacturing 2 weeks
- iiachine building and construction
work 4 - 8 weeks

The costs involved depencs or iiow early in the

process trs costs are <created. The major material
costs normally apply from the start of the manufacturing,
while labour 2nd4 over-headsinvolvement will ofter
increase durirg the manufacturing.
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d.

In general the costs may be take:r as 80 % of the
total yearly costs of the project.

More specifically calculated the costs may be loaded
e.g. as follows:

-~ Katerials 90 %

- Lebour 0 S

~

- Overkeads EQ &

Example: If the productior time iz
oading tire for the cost cor-crsii= I

above, ané the yearly costs for mszierials, l::ou* and

overheads are respectively Rr. 163 millicn , 15 miliion
ard Rp. 25 million, the ca;ital recuirenent Icr

wcrk in progress will be:

1o 1
L £
w D

ek:
3

P

[ 8
c weeks y (0,9 x Rp~100 mil. + C.Z x Rr. 15 ©il. +
2 Weeks 55 x Rp. 2% million'
= Rp. 4.170.000

Products in stock,

Y
Working capital ., products in stock ircli.ude all menufacturing
expenses multiplled with the stcrare time.

The expected storage time will wary with the criracter
of the project and with the loczl situation. as

some rough and general guidelin:s can be indicated

the following maximur bindin; ti:c of the caritsal

for finished products in stoc-:

- Bakeries for fresh products 1 day
- Dry cleaners 3 days
- Stone crushers 2 weeks
- Workshons manufacturing on order 2 weeks
- Mass products forsles without
large scazonal variations % = 1 months

- 139 -




€.

- Seasonal products with 50 % of the
sales in 2 short seasons, continuously

manufacturing, 3 months
- Seasonal products with all sales in

1 short seasons, manufactured over

8 months 7 months

Products under dispatchment. If procducts will not
be raid before arrivaI at the customer (normel),or
if payment time will not be counted before :rrival

(not normal), working capital for the dispatchment
time will be required,

Export sales ©payable at sigut may get a payment
delay of 1 - 2 months while local dispaichments may
gzet a delay in C.C.D. deliveries of 3% - 1 weck,
It may however for erport sales be possible to
obtain up to 100 % export financing from presenta-
tion of the 1invoice anc¢ bill of 1l¢eding 1in the
bank,

Debtors.

"

‘)

Several terms and nayment ccnditions exist, requiring
unlike binding of working capital. The following
slternatives can be mentioned:

1) Payment by deposit. A deposit of e.g. 20 - 50 %
of the invoice value may be asked for purchase
of raw materials etc. The rest to be »aid C.CT.D.

2) Cash on Delivery (C.C.D), Qenerally no debtors
will occur., This is the mcst normall payment
condition for retail sales and for irregular
non established customers,

3) 30 days credit, This is the norrizl payment
corndition for small scale industry. Payments

are frequently not regular according to the
schedule,




8.

If an efficient and strict debt collection is
established it may in practice be possible to
1limit the capital binding time to 1% months.
Normally may however be expected 2 months or
mcre in nverage.

4) 3 months Credit is also a regular term much
practised by larger scale industry. To te
favoured by wholesellers and retailers, it
may at times be necessary to offer 3 mornths
crecit,

Less Creditors.

For any purchases or services Qne receive, not 2aid
cash, one will get a creditor. In practice, tut
not in the books, this applies ~hether the suprlies
are invoiced or not.

One will hence find tnat mary of the services are
used before they are paid. This e.g. 4applies to
electricity, water, labour etc. On the other
hand ,expen3zes &3 house rent are paid g acdvance.
Tnstéad ¢ oing in defail, it mey be expected trat
these c¢=2nital needs sbalance each osther, and
creditors will only be calculzted for raw zaterial
suppliszs vien payment conditiions as 30 days credit
or more will be granted.

Provicded fawvourable terms of payment can be agreed
upon, *Ii:z curn create considerable reduction in

the ~eed for working capital. It is hcwever necessary,
zefore fecuecting the credits from the working capital,
to make cer7ain how iong credit one will be granted
fsr *re m.iSr purchases,

General «cash in Hand.

4s will have heen seen, the above requirements for

working capital include both materials, wages and
overheads,




9.1.7

Strictly spoken, there should not exist any further
working capital to be required. This would hcwever
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 2ddition to
the above. This can dependant on the situation amount

to 5 = 10% of the rest of the demand for workiang capital

to allow for fluctuations.

SUMMARY OF INVESTMENTS.

It may be useful if importing any of the require:rents,
to summarize the investments in a table as follows:

e

Foreign, Local

Total |

' 9+1.1 Land and building:

- Cost of 1land , E
- Building
- Land improvement and other !
constructions ;
9.1.2 Production machinery.
- Installations and service
equipment.

9.1.3 Other Assets.

; - Zxternal traasvoyt equipment
X - Cffice inventoy
l - Deposits

4 Investment Safety factors. |
5 Pre operational expenses.

Know how
Training costs |

Pre operational interests i |
Other pre operational expenses. i

! 9.1.6 Working capital.

T 0O T A L

I¢ dividing the investmests into foreign and local
investments, consider all requirements for foreign
currency as foreign.




9.2

A.

This applies whether the entrepreneur 1is doing
the importation or whether imported goods will be
bought from 1local dealers.

- For direct import quote the CIF value as foreign

- For local purchase of imported goods quoie an
estimated C.I.F value as foreign (by deducting
expected profit and import costs).

- For locally made goods, quote expected C.I.F
value of imported comporents as foreign.

- Fer xnow-how and training, quote what will be
said in foreigsn currency as foreign.

-

- Mucte worzing ecapital as local costs.

Investrmernt/Financing Schedule.

iiake a scnedule us indicated in the working plzn,
specifying the investment requirements snd the
aprllcat on of the financial sources for the

di -ere T “ea‘dbo

""

he  finzi-n2ial olurces one primarily will make use
0%, 7are nor- allj to the following;

- KI¥, :JiKP, feasibility loans and large gccale
lo=zns from development tanks as specified in
arvendix 2.

Grace period, repayment time, interests,lending
object and security requirewent to be determined,

- Cwners Equity, partnership capital divided among

several patners, or share capital distributed on
any numbter of shareholders,
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Other possibilities exist, ordinary over-drafis for
working capital from the bank, other loans Irom
institutions or private, leasing or hire purchase of
machinery etc. In general these loans Secome expensive
and as long as KIK and KiKP loans will be adejuate for
both fixed investments and for workirg capital, there
are no need to go into these.

It is sometimes seen that the entrepreneur borrow
money on very unfavourable terms and risky cornditions
to bte able to provide the required equity. Tkat
should be discouraged, also because it endargers
the project. Rather recommend to involve further
participation of partners or shareholcders in the
2quity itself.

Do not just assume the financial source and the
loans conditions, but discuss the matter seriously
cver with the bank and get all the lending conditions
before completing the feasibility study.

-

Lendins Conditions.

Specify the lending conditions including the following:

- Grace period. The,time the bank allows vefore
repayment of the Toan must start. Clerify whether
the grace period will bve calculatecd from ceonmigsi-
oning of the plant, initiel loan disbursement
or otherwise.

- Rate >f interest. Specify the percentzge, 2and
whether it Is a fixed rate, or subject to =2lter-
nations according to general mar<et rales, or
otherwise,

- Grace period interests repayment. The rate of
interest for he grace period use to b2 equal
with the interest for the repayment period,
but the repayment requirements may differ.
Specify whether the interests in the grace
period must be repaid during the grace period
or whether they will be added tc the capital

{or repayment together with the rest of the
oan,
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- Loan repaxgent Specify loan repeyaent time
o fer .ne grace period completicn, and intervals
of loan repayment (monthly, * yearly, or
otherwise).
Specify also mode of loans repayment, whether
with fixed installments and decreasing interests,
or 8s an annuity loan where the installments will
be increasing, so that the sum of interests and
installments always remain constant.

Repaying the loan on an Annuit¥ tasis is normelly tc
prefere. One will thar avoiZ tThe 2xtra burdens of

a . higher ammount of interest in the initial pheses
of the project when the economical positicn is 3till
weak.

The total yearly repaymert can be calculated as

a = K 1.pn x O,p.

1. p n -1,

& = Total Loan, p = interest rercentage, n = number
(=]
of years
repayment.

Tke Annusl repay:ient per Rp. 100.000 of loan may
however be taken directly from this tatie:

ANNUITY LOAN REPAYMENT, YEARLY REPAYVENT OF
= Pp, 100.000 LOAN.

—p—

[erayment Total repayment per year in 1.0J00 Rp. for

':imelfor different rates of interest.
Soores 2l 6% 8% 93] 10 %' 1 %| 12 3] 13 Ao 16%

1 e r

54,54 156,08 156,85 57,62 £8,39 59,17 59,95 60,72 62,

37,41 ,38,80 39,51,40,21 40,92 41,64 42,35 43,08 44,5
i 28,86 130,19 130,87131,55 32,53 32,92 33,62 34,32 35,7:
?22 1!' _ : :
20,34 (21,63 (22,911 22 96'23 64 24,32 25,02 25,72 27,1

- 1T 91 19,21 119, 87-90.94 21,22 2',92 22,61 23,32 24,7?
1§,10 17,40 18407 18.IAJ19 43 '20,13 20 21,56:23,C

| 14,7 |16,0116,68[17,37 '18.06 118,77 19,49 20,22|21,7
. 13,55114,90(15,58 16 28,16,28,11,1 18,5} 2, 1,20.6‘
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De.

woan Repa Tient avility.

The project ust be azble to repay the loan with -ufficient
safety margin. ‘“he Cash flow (chapter 9.4) shows
from period to veriod whether there will be any cashk
surplus.

A cash surplus proves that the project will be able
to serve its payzent commitments.

Cne should hcwever preferably have a good safety margin
to allow for deviaticns from the plan in the practise.
If the surzlus is larger than the loan repayment, one
nas a safely =argin of over 100 %4 which is in most
cases sufficient. Comment on the situation .

ications,

(%)
(1]
-
ct
5'
2]
3
1%
O
=
"

Find out the security requirements of the bank, and
‘ch securities are available to cover these

snecify wni
recuiremer

Por KIK ard !(3¥P 1loans, the securities within the
preject i%i-21f will norrally be sufficient. For
feasibility loans and large scale loans will regularly
inrdependani securitiez be reaquired in addition.
TuthoseenriftliZ: normzlly means that the bank will iahe
a charge over a piece of property as e security object.
The bank will get a document shoving that they can
sell the property to repay the loan if the loan will
not be repa2id a3 agreed).

Jlots, tulléings, industrial properties, srare csrtificates
etc., use to be acceptable securities as long as there

are no cnzrze over them already. (At times a 2nd

charge i3 acceptavle).

The loan will normally be limited 70 - 80 % of the
value of the security. The value depends on the
valuation of the bank itself, er a value certificate
made by a professional valuer aczepted by the bank,
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3.3

A.

PRCFITABILITY SOTINATE.

General.

The profitatility estimate snould on a yearly basis
show tre s3lcs rsvenue and the running costs. h
fifferznce i t:x= profit. uconc*lcal profltablll?y
araceters =iy oe calculated on basis of the
estiaates.

‘h

“h

The <~it of ise profitability estimate i3 first of all
tc show the proxltabllluy ani tne safety of the
project, ut 1t is as nuck 3 budget with guldellnea
for the =2ntregzreneur to run the prcject, and 2 basis

for practiczl -and firancial dispoaitions.

Expectance to ithe vearly rroduction progranmme.

The orciiiztility estiniate for small scale crojects
should te szlculated for 3 FEArS. Por larger projects
over Xz. 1SC million the profitability should te
calcul=zied £5r 10 years, and z21lso sore furtkher profita-
tilily parimeters should te calculated. (liot mentioned
here). -

”

Start of new 2rojects is difficult, one must learn the
oroduction znd the managenent, learm to operate the
machines 4 tr2in new ogerators. iHistakes will be
done, machirnery will fail and will :eed zdjustment.

To be inow 2nd get confidence on thie market takes

time z2nd 2130 to find the right customers. Lany
unknoan oredblems will arise and formalities one has

not teen suiZiciently aware of may hincer the operations.

Jonsequently one should rnz=ver expect being able to go
into full procuction from the first year. How quick
it will 50 to reach full production, and which percentage
one should c<:xipect from the start depends mainly on:

- the conpetition on the market and the fitness
of ithe product.




D.

- tke comrlexity of the production, and

- the drive of the managenment.

Under average conditions can be estimated:

1st year 50 %
2nd year 80 »
3rd year 100 »

These <f{igures may 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 production.

Expansion  Projects.

If the project is an expansion project, i.e. that
some sort of production has already started, give
also tre breakdown of the existing costing.

Hence in the layout (page 152) in fromt of 1st
year, =dd another coiumn witz the same sales and
cost comporents, deterained a2s "existing situation®™
cr "last year tefore the extension".

In this column you can mnake use of adjusted figures
from the profit =2nd liss account of the company.

If no preoper accounts exist, build up the costing
taced on interview with the entrepreneur and
based on tte additicnal calculations you will have
to do.

Monetary Value.

One should expect that the inflation will continue,

It is possible to make adjustmentsin the project for
decreasing value of money. Taking all possible
congiderations 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 value of the rupiah throughout, well
knowing that this strictly speaking is not correct.

Only if a definite price increase is expected in the
very near future,one may base the project on these
changes, but must then be aware that also other
costs or prices may change, possibly 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
they really will be. Hence it normally carries

extra safety not to compensate for the cost increasses.

‘the dangers connected with possible increase in the
prices of major raw materials may,judged under a possible
sengitivity analysis or in the ccrclusions,

Pixed and Variable Costs.

It is very necessary to distinguish between fixzd

and variable costs and to 3eparate them under different
headlines. Only in that way can one get a reason-~
able economical picture 9f the rnroject with knowledge
of the treak even point =hd the safety margin,

a) Variable Costs are those which varies in
ratio with the fluctuations in the procduction
volume. These costs will nommally include:

- Raw materials (a definite quantity is required
for each procduct).

- Packing materials and consumeables (varies
also in the same ratio even if not so directly
related)

- Wages to process operators. (This is correct
to the extent that the no of operators will
go down when the work becomes 1lese.
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b)

Lssencial operators with special skills may
rot always be released even 1if the produc-
tion volume goes down.

(It hence can be correct to group some such
wages as fixed expenses).

- Electricity for the production. (Only the
pocsible limited part of the electricity bill
which will remain when there is no pruvduction
can be considered as fixed expenses)

- Transport of raw materials and products (These
are variable costs to the extent that the
journeys must not be paid for anyway).

- Sundry maintenance costs. Some meintenance
must be done whether the production is running
or not, or must be done similarly whether
the production is high or low. Those are
fixei costs. Another part of the maintenance
which 1is dependant on wear should be
considered as variable cost.

(Z.3. for a stone crusher the weari:g out
of the . jaws can only be considered as
rariable costs),

Costs, are those which does not changs

ixed
+ the productionvvolume goes down.

,."
If -he production will be increased out over
the intended capacity, most of the fixec costs
#ill increase, but in that case they will
generally remain fixed on a higher level if the
oroiuction again goes dowm. The te&r "Fixed
2c3t3" does not mean costs which can not change,
cut i3 related to whether they generally will
remain when the production volume temperary or
aore  pemmanent goes down. One will bear in
mind that the aim of detemining costs as "Fixed”
is °~ tc Jetermine the cost of the oroduction
on 2 lower level than normal.

] ¥

If tae fixed costs turns out to be dangerously
high, it should 23ain be investigated whether
one should start the project in a smaller scale.




The fixed costs will normally include:

- Salaries and fixed wages. (For all staff
which will remain employed even if the pro-
duction goes down to a minimum.)

- House rent, Insurance, Audit, vepreciation,
Interest on rixea cost.8ven if it can be
argued that depreciation ard audit may be
slightly less at a lower production.)

- Stationery, postage, telephone and other
- office costs, travelling, sales costs,
professional services, are also considered
fized costs. If production goes down,one
nay even be forced to increase these costs
in the efforts of increasing the sales.

- The nron-production part of elactricity

and water, maictenance, the further

transport 2ctivities,are ccsts which to

sone extent varies with the production

As  these variations are onlyllimited exteat
. reiated to the variations in thne droduction,

. such costs should be considered as
fi}:ed.




Lay—~ Cut of the profitability estiazte.

“Yearly Cost in 000 Rp.

rTst year

-

Production quentity in % of full |
production - 50 %

2nd year prd yean

80 % 100 % !

Production of quantity in no un1ts3

Total gross yearly sales in Rp.

Less sales income reductions:

- Sales tax

Transport of products

Discount to customers

Agent commission and/or other

specific sales costs

- Add possible export incentives
or other governmental subsidies

NN W =

-3

- Het sales in Rp. per year
(total sales less sales income
reductions)

Variable Costs: i

8 - Raw materials
9 - Production wages (with social
costs)
- Doyality to know.how partrer
10 - Packing materials _ '

-

11 - Consumeables,lutricamts,
acrasives, etc,
12 Electricity for the production
13-14 Fuel, water
15 ~ Transport ¢f raw materials
16 - Production related mainteirance
-~ Other variable costs.

PR 5 S

Total wvariable costs i

Gross profit (et sales less
Variable coat)

- pm—— -

Fixed Costs:

- Salaries and fixed wages
(with social costs) (See
Para T.4)

7 - Rent of Building

- Electricity (Fixed part if any

- Maintenance and repair
(plant ané building)

= Vehicle expenses

- Othexr transport expenses




. 1st year 2nd year 3rd yean

20 - Travelling expenses ) !

21 - Office expenses, with postage, :
telephone ,and stationery '

22 ~ Sales Promotion expenses

(sales material, exhibition :

fees, advertisments etc,). !

Audit : '

—

23 -

24 - Other professional fees ! )
25 - Insurances 5 ;
26 - Depreciations (Specify) g
2T - Interests ‘ :
28 - Zank charges !
29 - Sundries ' -

Total fixed costs

Yet profit (gross profit less
fixed costs)
30 - Corporate tax

et profit after tax

NS S

31 - Break even point (%)’

32 - Profit in % of net sales
(teio>re tax)

33 - Returm on total investment
(after tax) %

34 - Total employment (no of
persons)

Total Investment per :
employee (Rp./person) ‘




G.

1.

2.

3.

GUIDELINES ON COKPUTING OF TEE ZLEMDHTS OF THE
9] EST E.

Yearly out-put.

The sales volume will remain the same as the production
volume as long as there are no increase in the volume
of product stock. ¥ith increased production, stocks
may possibly alsc increase.

To make matters simple, we can throughout expect the
volume of production and sales to remain the same.

Sales income reductions.

Some costs are so éirectly and closely related {o the
sales and have so little connection with the precuc-
tion that it will be more correct to deduct them

from the sales income than to specify them unde~
fixed or variable costs. '

Sales income reductions will normally irnclude szles-
tax, preduct transport, <iscournt to cussouizers and
possible asent commissicn.

o
T

Sales Tax.

Sales tax will now and in the future be calculi.es

as a value added tax. That means that the company
will pay Sales Tax of the sales value of the product
after deducting purchase vslue for raw materials
and components,

The wvaluz added tax is in general 10 %, but with
exeptions for certain commcdities. Some essential
products may have szales tax reduced to 5%, others
increased to 15 %. Some luxury goocs may be
charged 2 maximum of 35 %.




5e

The siaites tzx 18 net a regular expense for the company.
1t is 2 surcharge to the price of the product. TlLe
price may te calculated including or excluding sales
tax,.

I€ sales tax is excluded from the price, the customers
will 1zave to pay the tax amount extra, and thg money
will be xept until paying the tax. The sales tax will
nence not affect the profitability of the project at
all.

Tf sales tax i3 included in the calculated prices, than
the to*zl jyeirly amount of sales tax must be decducted
from the s2les as a sales income reduction tefore the
net 331les can be calculated.

Trans-ort of products.

This cost shoulcd be deducted from the sale: cnly if
freiznt iz includedi in the product price i.e. 1f the
procucts 2re 30ld on otiaer terms than ex factory.

If one use own vehicle for the transport one may rather
spezify the costs under fixed expenses.

For products wkich are exported ¥.C.E shculd be
deducted Zocal freight up to the harbour as well as
clearing ind ship loadigg costs, Tor products offerad
C.I.7 foreign harbour,:1dhould =2lso be deducted sea=-
freish: wid  insurance,

Discounst io <Customers.

It is nor:al that certzin types of customers et
certain ciscounts for dfferent purchase aquantities.
Also it 1~ mometiies normal to give a gpecizl discount
of e.5. 2 % for cash payment. As these discounts
are not an even figure, it will be necessary to
cnlculate the avarage rate of discount and to deduct
this from tne sales figures.




6. Agent Comnmission and/or other specific sales costs:

If the price has already been quoted ex factory or teen

. based on the prices which actually will be charged
from the factory, no deduction should be made for resale
profits.

Still however it may happen that one fully, or to some
extent, use agents for collection of orders. Such
agents will normally be paid a commission which is
not reflected in the product price. This commission
can amount to anything between 2 % and 15 3.

If other sales cost occur they can be deducted as a
certain percentage from the price,ratherthan calcu-
iated as a fixed costs. E.g. some luxury products
as cigarettes, beer, perfumes etc. are loaded
with a special government fee to be deducted.
Such costis are based on the sales price or the
sales volume and not on the production or tae
~roduction volume.,

T. 2xport Ingentive or Subsidies.

Cn export of products made in Indonesia 1s recervable
from the Government am.export incentive. 2 different
ssstems applies; the Yrawbatk zystem that is now
slowly bveing replaced by the system of export
certificate,

The Drawback 3ystem allows the exporter refund of
all duty expenses paid oan the raw materials tkat he
has impcrted himself. The expences can Le claimed
during exportation, but the refund may be pending
for o months or nmore.

The system of export certificate allows an incentive
dependant on the comodity within a range generally
between 2,5 and 25 % of a value for the product
stipulated by the Government.

The incentive is not directly related to the amount
of duty that has been paiqd,
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8.

9.

10.

-bd
-ah

The exporter nust apply tc EPPI (Zadan Penelitian
dan Pengembargan Industri); Directorate General
for Research and Development in advance for
determiration of value and percentage.

"he release of the payment is cuicker. You may
calculate with 2 months payment delay.

It is in principle 2lsc possible to et governmental
subsices on local supplies of essential
commodities. Presently are no such subsidies
in effect for ordinary industrial products.

Raw Materials:

Specify -7e sum of raw materiais and componens as
calcul:teé under para 7.3, or 9.4, Check that

these costs for transport, cutti.z, possible duties,
ané szlesisx have been includésé or will be

added in sepzrately.

Preduction WVages.

i
}

See tue comtents under »fixed z2nd variable costs above.
The suvecilication of the #ages should bpe availabie
frem the zpecificntion under para 7.1, the production
process, or from the vroduct calculation parz 3.4.

Ticking iaterials:

7o the zmtont 1t is not included in the product, both
inner 2a¢ outer packing materials muct be culcu-
lated, 2né if ezport, also the special export packing.

Consunestleg,

This may include lubricants, abrasive materials,
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12.

paints, zlues, polish,

washing media,

minor iiess used in production and maintenance

without
procuct.

Blectricity

forming any particular part of any

for the Production.

T AT

i charges
the size
varyable
the pericd.
(as from 1st

and other

2 fixed monthly amount according to
2% %the installation, and additionally a
amount according to the consumption in
The rates in 1984 are for Jakarta:
larch 1984).

' Monthly jAdditional consump-
, charge 'tion charge Rp./Kwh
' Installation ' Tariff depen- |
Size. " Type ; dant on hormal Night use
; i size of irate 227"~ 8
i Instal-g
lation .
Rp./K¥ |
0,25 - 0,5 KF | Household ; 2.100 ,  70.50 ' -
1 0,5 =2,2 " -" . 2,100 84,50 -
2,2 ~ 3,8 -n - | 3.680 | 126.50 -
3,8 =99 " . Industrial ; 2.300 | 106 56
100 - 23C M -n-  1z,300 . 100 62.50
i

{lence for all practiecal

take the charzes to be
cer Xv : QDp.
vser #£wh : Rp.

Industrial purposes one

2.300  per nonth
106

can

If as 2n example, having 10 KN installed and consuming
10,000 Kvh per year the charges will be
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13.

As a fixed cost 10 K7 x 12 sonths x Rp. 2.300
= Rp. 276.000 yearly

As a variable cost 10.000 Kwh x Rp. 82
= Rpd.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 Consumption ?

Find out how many XW the production machines
consume averagely. MNultiply this with the number
of operating hours per year for tke machines, ar:
you kmow how many Kwh the project will consume
ver year. 'ihen you thereafter multiply with the
price per Kwi you know how much the electricity
consumption »ill cost. If the cifferent machines
will operute at very different ro of working hours
you can czalculate the no of Xwsh consumed for each of
them and add together the fotal.

It is for each machine specified how many Xw the motors
are, (Sometimes the motor size i3 specified in horse
power (PS). Than multiply by 0,735 and you get the
no of Kw, which is slightly 1less).

‘)

A workxing macni..e will normally consunie ‘e33 eleciri-
city than the size of the motor. ..nen the oachine is
ideling, the consumption can sometizes be dowm to 25 %
of the motor size. The measured consumption however
is slightly higher than the effective consumption, so
this may normally balance each other out,

Fuel:

The cost of fuel is first of 3ll dependant on the
quantity of heat which i3 required. The heat
requirement can te measured in different ways,
The heat reouirements can best be informed by the
machine suppliers.




If no infornmation is available one may get a rough
ijea atout :ie requirexment from the followirg
jndic:tions about the possible heat productions from
a kg of diesel oil based on a "normal™ heat
utilization:

1 Kg diesel 0il can dry awmay T kg moisture

s ———

or mnake 10 kg steam

or heat 50 ® iren %o 1000 °C

or heat 70 " water to the boiling point
or heat 80 m3 air to 2CO °c

or provide 6000 kcal for any purpose.

Oil is n:t the cheapest type of tuel. One skould
use tre tyce of fuel which becomes 2o0st econcaical.
PThis is in ~ddition to the cost of encrzy also
depencant c¢n the investaert.

Energy costs can rcugnly be compos=c 23 fcllows, out
e cnecked for lozal conditions and 2éjisted
he recuired level of investent:

-

snculd
as to

ok O




Fuel

R

Cost
Indi-
cati-
on.

Heat
Value

'Normal
Utili-
.zation
of the
fuel

Cost re-
lated to
the heat
value

Rp./1000
kcal

T
i Comment

Saw dust ' 3. ISO % .There ivail-

‘ : Rp./ Kcal/ .able .Useful

: kg kg i ! for boilers |

! ! ' ‘and dryers. !

! ; (May also be !

: j briquetted

: ané char- |

coalized).,

~ Coal 80 T.500 70 % 15 Zconomiczcal :
| Rp./ 'Kecal/ fuel , Trices:

kg kg ' dependant on

; : ' location. !

' Coke £ 100 7.800 30 % 14 '

: i Rp./ Kcal/ ;

ke ke ; LS
 Petroleum 150 11.000 80 % 17 ' Restriczed to .
: Rp./ Kcal/ f ' domestic use.
t liter kg i ‘ —
Heavy furnzce 200 :9 500 70 % 530 ' Complicated *o
oil Rp./ Kcal/ ? tarm. Eigh ;
- liter | ; investzarnt, !

' Solar oil 220 ,10.0C0 5% 29 %

: Rp./ Keal/. E i

| liter kg I !

! Gas 4300 112,000 30 % | 31

. Rp./ Kcal/ !

| 13kg kg :

| Electricity, 84.50860 100 % |9s ' 3mallest ins-

t domestic rate Rp./ Kcal/ ! tallations

1 - Kwh  Kwh ] 71 _Rp./ ¥wh

| Electricity, ' 106 i860 100 % ;123 vargest ins-

- industrial : Ppe/ Kcal/ tallations
rate kwh kwh v Rp. 97 Zpo/kwh
Charcoal 500 17500 90 % |74 In short supfy

Rp./ |Kcal/ Easy clean

kg ; combustion.

Fire wood 200 '3 500 y 60 % 95 Prohibited
RP / lEcal/ | fuel :
A— g. A ]

- 171 =




14.

Tater.

Cost of water should only be_calculated if_ the prolect
is connected tc %he comaunal water supply.

Ideally spoken, the water consumed by fixed staff
can be considered as fixed costs., These quantities
are however so low that it is better to consider the
total water consuription as variable costs. :

The coasuzption of water can roughly be estimated as
ollows:

® Jater used personally by employees and for

general cleaning; 3
- If water toilet is installed210 m~ per person
per year 3

- If also shower(s) is installed$20 m
per year.

per person

*  Jater for mixing into the products or for cleaning
of utensils;
- In most cizses neglectible.

* Yater for Cleaning, rinsing, drying or wet
processing of v‘he production:

- For tanneries 1 m3/hide

- Dying of yarn or textiles 60 x yarm weight

- Bakeries * 2 - 3 x Dough weight
- Truit processing 8-10x Fruit weight

- Slaughter houses 10=-15 x lLeus weight

* “Jater for cooling, The quantities are dependant
on how muc e Ccooling water temperature can te
allowed to increasg. If one expect an temperatur
Ailfference of S50 “C between inlet and outlet$

1 1 woter will cool, 50 kcal or
1 1 " " n 0,00 kwh
or 17 1 water per hour will cool 1 kw.

If the cost of cooling water becomes too high, the
installzation of a cooling tower or & refigerating unit
nay be considered.
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The cost of wa-.er is presently 2Rp. 250,- per m3

= 1.000 1liter. Xence {or a project with no process

witer, the water will cost;

- if a shower is installed : Rp. 5000 per person
per Yyear.

- if a water toilet " ¢ Rp. 2500 per person
per Yyear.

Trarszort of raw znaterials.

If tne transport costs will be considerable, collect
offer for the transport. ~Compare costing to see
whether it can pay for the project 1o invest in own
means of transportation (See page 165).

7ith the existing rates and prices one will however
very rarely find it economical for the projects to
invest in their own vehicle, It will normally pay
muce better, rather to invest ir. more production
machinery aand tools.

The following rates &Y€ specified from the Governmment
for Hizhwa trangsport - for short and long diztances:
(Jar. 1983

~
- “ore I : Java,Zal?’ and Lampung Rp. 65 per ton ¥
- Zone IT : orth Sumatra, West
Sumatra, ind Risau - " -
- Zone III: 3outh Sulawesi and
South Zz3t Sulawesi - " o

- Fcr other areas are no tariffs deternmined and
227%t3  will zenerally be higher,

- For ailway iransport applies : (Jan 1983)
2p., 15,55 ¢

h
o

for luzgage and small con-
tiznments Jp. 40,36 n




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 lacking you can roughly calculate:

. i Yaintenance cost in % of nmachine
! Type of industry ___7__QQsL_JKu;_¥£gz__JL4 _
1 2 3 4 (5 6 Ti8[9% [10

 Wood work, metall- i ! ! ! f
work, garment, and 2,52 2 .2 12,5 2,5 3, 3,3 %,5| 4
shoe production etec. t ;

5 Flour milles, !
bazeries, plastic

production,printing |4 3.9/ 3,5!3,54 4,556

press, textile |

productioi: etc,

-

i

I

‘ I

 3tone crushirng, P I
comcrete production, '6 |5 !5 |6 7 8 jopo h1 12

cerarics, saw mills
etc.

For zkift production add 50 % per shift more than one.

b
*

Buil ling _.zintenance (fixed coct) may be estimzted
at ztout 1 % of the bdbuilding cost for permanent
buil iing, but up to 5 % for iess permanent

buil :ingzs.

17. Pact-ry rent.

uote the rent anount which has been agreed with the
land=lord as to the 1lease agreement. <ry to
prevent estimation without knowing the 1level.

The co3ts can wvary considera2bly,
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18. VYehicle Zxzpenses.
The costs can with the presert prices be estinsted
sbout as follows:
' Vehicle Type Car Pick-up | Truck  Truck 7 %ons
i 1200 CC 1 ton 3 tons ,Petrol iesel
Normal Purchase |12 WILL. S5 HNILL. 10 MILL. {14 MILL EILL
Price Rp. _ ;
Variable Costs i !
at 30,000 Km/
year : , .
350/ liter) ;1.C00.000 1.500.000‘ 2.100,000: 2,620,200 6C0.00C
- Lubricants 100.000 120.000: 180,000 230.300 230.00L
- liaintenance 300,000 $0C.000i 800.000:1.500.000 1.500,00¢
| Sub _total 1,400,000 ' 2,120,000 ~ 3.080.000' 4.350.000! 2,330,007
rixed Costs: ; § E
. - Road License 30,000 ! 50.000 80,000 150. 300 150,00C
- Insurance 350,000 : 200,000 400,00C $00.u0u; €00.0C:.
i = Depreciation, : ' '
I 20 % 12.400,000 : 1,000,000 2,000,000 3,400,200 5.250,0UC.
. = Interest,18% 2.160.000 : 900,300 1,800,000 3.050.000: 3.TT0.UCk
% Total rized i ‘ ;
; costs .5.000.000 2.150.000! 4,280,000 T.1U0.000 9,670,00¢
. rotal annuat v : ;
; Ccsts at 30,000 6,400,000 4,270.020 7,360,000 11450.000 12,.0C0.00¢
i Km/year. , ‘ \ ,
Costs in Hp. i E
per kilometer:
et 10,000 : :
' km/year | 546 285 530 855 1.27"
; 30,000 km/year 213 142 245 382 4GC
i 50,000 " ‘ 146‘ 114, 188, 287 27"
100,00 " 96 : 92‘i 145 216 17.
00,00 " ’ ! £
200,000 | 87| 81. 124] 180 124
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20.

Estimate how many Km the intenced vehicle will be

used per year uand coapare the costs with hired

transport. If own transport becories cheaper and the
vehicle should be included, you may, unless investigating
nore individually, use the above figures.

The costs include Interests and depreceiation. If those
costs are already included separaiely in the profita-
bility estimate, do not include them again.

Cther transport expenses.

Transport of raw materials ancd products is catered
fer ahove. If the project does not have its own
vehicle, transport cther than for meterials and
products should be specified under this paragraph.

Travellir:z expenses.

The manager, posSsibly a saies man 2and th2 technical
leader of the project will have to travel, to» central
areas, to the cus*cmers and %o raw naterials suppliers.

-~
Pind out how many travelling days should te exvected
ver year 2nd calculate travelling co:ts, food ard
comr.ocation,




21. Office <xperses.

Estimate the costs based on the following general

. suggestions.
Type of project!Sales !Ltationery Postage Telephone!Total
. volume D00 Rp/ 000 Rp/ 1000 Rp/ 000 R;
jRp/year :  year year year /year ;
Project which | f; g
‘has direct - 5 million, 20 10 . - : 30
contact : ! ' g ;
: ' ! ; !
with local 10w : 40 - 30 - 70|
Customers P50 m ‘ 80 | 40 100 ; 220 |
Only 00 " . 120 © 50 | 200 . 370!
%Proj ecewith f gr B
| 25 million 80 . 40 , 12 240
; ’ N : i
coantry wide 50 m 120 60 i 200 | 380
Sales 00 " 20¢ ;100 : 400 ! 700
| 500 n 400 I 200 | 600 1.200]
; , i

Y
. o >
These figures mz; increYse:

- 1if the number of customers is hizh
= 1if the nunter of employees is high
- if purchase i3z from many sources

- 1if ezport and/or inport is veing coune.

22, Sales promotion exvenses:

Resale profits, agent commissions and travelling
egpenses are catered for as sales income reduactions
above.
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23.

The sales proaotion expenses incluce other expenses
as printing of leaflets, advertiseizents, procuct
cemonstrations, exhibition fees, product samples, and
other sales promotion expenses. The sales promotion
expenses include tne costs involved in informing
about the products,but does not include the costs
involved in the individual sales orders.

Sales promotinon expenses applies to public oriented
products, especially new types of procucts which rust
be maqge known to the users.

Unless the competition is very high, the costs will
zainly apply the first year but partly 2lso the 2nd
an¢ 3rd year when the sales iz expected :o
increase. Indication-wise the ccsts .2y be 2s
follews in Rp./jear:

completely new product] i new orand Lo shere

on the market. e the raricet with
conpetition. existing producrts
Planned sales 100 mill 500 mill 100 nill 500 mill
olume Rp/year | Rp. Rp. =p. 2p.
15t year 3mill | 8 mill 2 nill 3 miil
Zad year 1 mill @ 3 nill 1,5 2ill | 2 mill
3rd year 0,5 mil})i, 1 »ill 1 mill 1,5 mill
audit:

4 limited liable company is by law forced to get the
accounts 2udited by a registered aucitor. A private
compzny or 1 partnership are rot ferced to have
their accounts audited,

Sven if tiecce smaller companies do not z2lways kecp
gpcounts, they ghould very much be ce..anded to do so.
-ney may at tizes reauire some agsisianne in keeping
the accounts, but there are nc reazons to recuire the
accounts teling audited. )
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Hence no 2x:3it fee should be 1ncluaed other than for
limited :supanies,

The size ¢ the audit fee depends on how well kept
the books are, and consequently how much work will
be invrolwed.

Generally it can be expected as folloiws:

rgales in Rp/year If accounts are If accounts are
; not well kept well kept
Under 2z. 25 Mill | auditing normally | not required.
Tpr. 50 Xill Rp. 200,000 Rp. 10C.000
zr. 100 " Rp. 300.000 Rp. 200.000
2z. 2C0 " 2p. 4C0,000 Rp. 300.C00
2z. 500 " Rp. 600,000 Pp. 400,000

Other Frofessional fees.

any zaclude englueexs fees within production
“ance, srocuct develbpment =nd project preparation,
lawyers fees (ind coumt expenses), establishment of
agreemsents, debt collection, solving of disputes, and
possible architect fees for building protlems.
Cccurence o©f such expenses will depend on the nature
and the complexity of the project.

Insurar.ce.

Fire insurance is compulsory for sll companies.
The rates varies greatly from one trade to an other.
The rates ~re alzo extensively dependant on the
ntandéarsd cf the production building.
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Rates for most industries are specified in appendix 3

26. Depreciations.

ill asseis of the project except land reduce in value
over the time. The reasons for such decrease in
value is not only wear,but also t:at they in the
Zuture Jue to aew tecnnologies niz; teccme outdated.
The wearing out is z2owever the main factor.

The riate of depreciation should nexnce se determined
in correlation with tioe wearing out time, or at least
the Itzms must be Fully depreciztied before time is
due for their excrnonge. ormally the deprecizted
itens wiil rem:in with 3 rest or scrap value for which
they c2n te 30ld when they 2are not any longer suitable
for tze rrc-uction,

. Depreciztions will not te pzié on yezrly 2asis. Eut

they are,even s0,as real expensez 33 2ny o-her expenses.
The expense occur in the form of decreased value of

; > the goods, and at the time of exchange of the worn
out equizment,trneze expenses musi se paid in  the fo:m
of renewed ecuipment or in other ways. It therefore

also is necessary to accumulate fund:z witkin the
aroject frooa wnich reinvestments can be paid.

_,,'

e :iation will wvary with the type of
cxitent of use. Instead of following
rates for pemitied depreciations

e will raiber determine the

basiz of normal expectable minimunm
equipnment.,

o g
) o

v -

3 4 - g
depreci .tions

lifeti.ie for

ot ot
0 L ok o

L

.—‘.
10

~tpreciation may be dete:mined either:

- 22 2 Tixed percentige of the balance of the
. Zeprzclated vilue,

- 43 3 fixed percentzge of the original costs,

- or zy dividing the investnent equally over a
nuniter of years correspondingz to the lifetine.
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27.

Cf these, the. last method is the easiest to determine
correctly and to use. It also will show better
profit for the project in tke first years when the
economy of the project normally is more difficult.

Ye may use the following rates for depreciation,
but please adjust the rates for expected special
long or short lifetimes:

- Permanent buildings in concrete 50 years
- Semi permanent buildings. Buildings

with wood, steel and iron sheets 30 years
- Temporary buildings 10 years
- Fr:rniture and inventory, office

eauipment 10 years
- Technical instzllatiozs in

permanent buildings as boiler
installations, air compressors,

ventilation, and refrigeration 15 years
- lormal production machinery

useé on daytime only 10 years
- llachinery used on 2 shifts 8 years
- liachinery used on 3 shifts 6 years

- Specizlly heavily weariag
machinery, whether on day time or
on shift (e.g. stonecrushers,

concrete machiner{' etc.) 5 years
- Lérge nand toels, Eiectzically

operzted hand tools 4 years
- Small hard tools 3 years
- wlachine tools 0,5 = 3 years
- lotor vehicles 5 years
- Tractors and trailers 8 years
Interests.

Interest of equity capital will not te calculated.
(Instead, the project will show the return on equity,
i.e. which interest tne equity capital is -xpected
to earn when invested in the project).
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29.

30.

Irteresis on overdraft and on 211 loans must be
calculated, not only the n2ajor btank loan.

Interest on the loana should be specified at the
rates they actually will be paid at, and al:o these
interests will decrease as the repayment 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 will te calculzated f{rom
the balance from month to month, and will therefore
vary with the size of the business activities.
Interest of overdiarft loan may therefore bte considered
as variable costs,

Bank Charges.

Bank char-es are lecger fees, fees for rayment
transactions in foreign currency, 2nd sometines a
fee for cashing of cheques from distantly located
banks.

These chaarzes shouls be calculated for projecis having
3 hizh extent of foreign tranmsactions out 2lso for
projects having nany disbursements/ payments over
the bank, o’

Sundries.

Different expensesynot possible to mention 2tove,will
occur during the operations. Yhis includes entertain-
ment,litterature,etc. Add about 5 75 of the fixed
expenses for sundry expenses,

Corporate Tax.

The tax is 35 % of the net profit as a flat rate.
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If the project during the initial operations will

. make losses, such losses nay ve carried forw~rd
and deducted in later years profitsybeiore calculating
the taxes. (To be applied to liinistry of Finance)

Example;
1st year }2nd year Prd year
'Ket profit (loss) (300.060) 1 100,000 | 500,000
- “Net profit after deducting
earlier losses (300.000) (200,000 ¥ 300,000
Corporate tax 35 # 105.000
et profit after taxation 1(300.060) IOO.OOOIV395.OOO

31 . Breax tven Point.

—

Determine the breix even point for eack year as
follows:

Break even point in % Pixed costs in 2p./year x 100

Fixed costs in Rp./year + profit
in Dp./ year.

5

The break even point tells how much lower tne sales

\ can be before the project will make losses instead
of profits.

You may when you find it usoful, draw a breik even
diagraz for illustration a2s follows:
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reEAK EVEN DIWAGRAM

RN A M - T
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~
S4E
ExPECYT ¢
SALE S

3. Profit i» ., of 3ales.

Divide for each year the calculated profit vefore
taz, with the net sales.

"hig is the nornal profit margin for the project,

The rearly profit percentase is dependunt on how fast
the capital revolves within the comruny. As the
capital norsally will revolve a few times in a year,
tne veturn on capital will normally be higher thaa
the profit on the sales.
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33 . Return o1 investment.,

Finé for eack year retum on total investuent by
dividing the net profit after tax wiith the total
investzent including working cepital.

Find in the same way the return on equity by dividing
the same profit with the total contricvution of the
entrepreneur,

34 - Employment and Investrient Der emdloyee.

Specify the number of persons emdslcyed or worxing

within the projec~ from year to year. “re fixed staff
vill normzlly remain unchanged or with 3:211 21lterations
‘rom year to year. (3ees par2 7.4).

The variable staff will ncr:ally vary in ratio with the
volune of production from yezr to yesar.

Find irvestment per employee by divicding the total
- investnert in Rp. including working capital with the
total number of persons for each year.

Investment per employee should 21lways ©
possible.

23 low es3

[{})

~
‘I

9.4 PRGDUCT CALCULATION.

Froduct calculation is renuired when several products
will be nmanufactured and wien naterial coszts and

. operation costs have not Uueen determined othervige
(Paia 7.3 and 7.4)

The purpose of the product celculation 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 productiorn programme,

- ét full capacity utilization to identify profit
related to loading of the bottlie neck.
Through that to optimise the production programme.

Cases when normal product calculation is nct adequate.

‘there are two cases wnen a droduct calcuiztion is not
requirec:

f. 1t only onre product is made an- the costing is
suificiently evicent from tae profitavcitity
estizate,

1I. 1Ir no +tixed production rrogramne exist.

rrojects emourxing on a@f:tereat kinds of zervices or
making proiucts on customers requests can nct te
cost-caicutated for the different products. ‘this
situation can te solvea in 3 ditferent ways. (Select
whichever niethoa seems most adequate for the case).

a) Selection of one or a rew examples or products,
Celculate as if these represents the whole
proauction ana tase the profitability on these
costs and prices., Be aware of that the use of
materials ana tne toz-:ing of the procduction
piant way not oe fully representative,

b) liake use of key-tigures and normal-ratios
‘Yhen 1t is inown rrom several similar projects
how the costs are aividea on materials and
labour ana .elated to sales prices, the costing
can be built up accoraingly.
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c)

rhe method 1s so far uncertain that it shoula only

ce used 1or smaller projects. Lt wiiLl also bte necessary
10 maKke use 01 aata coilected and compared Irocm a lew
projects.,

indonesian statistics ior Small Scale lnaustry ot 1379
from central bureau of Statistics contain

average figures for small scale mnmanutacturers divided
on 108 ditierent commodities, dividea also on the
different provinces.

The statistics gpecifies the costs ana tre 1igures on
vhe following costs elements:

- Yyages and salaries
- xaw materials
- Electricity

- Fuel 3na lubricant

- reckaging mnaterisls

- Otner materia.is

- Repair and r3aintenzance

- Inzustrial services rec2ived

- Rent of puiicings 2nd macninery

-~
b4

- vtner expenses,

*hi3 13 related to figures for Proéuctioz volume and
others. It is very much recommended to rake use of
this statistic materizl for the ceczt estinations for
such projects,

Make uze of hour-rates. This applies to gerv.ce
workshops 2ni to projects working on orders withcut
any particular {roduction gro ramme, A hour rate
shoculd pe established so that one will be able to
cover tne variable and fixed expenses of the profita-
bility estimate, giving a profit in the range of

10 = 20 %, Naterials should be invoiced based on its
actual costing + a reasaneble rrofit.
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Orne must for such cases, in determining the a2ur
rates be aware that not all worxing hours are possitle
to invoice. Some time will be used for internal
purposes and some hours ~ill not be possible to sell.
Deper.dant on the prcject, one can estimate it being
possible to invoice between 50 » and 80 % of the
wor<ing kours for the production operations.

The viability of such projects can be determined
by comparing the hour rate, the services =and the
load factor with other competing projects within the
trade.:

Layout of the product calculation.

Products which are relatively like in reruirement io
materials ind process,may be c2lculated in the same
form or tebie, with separate solouns for the
quantities and cosis of tre jifferent or--ucts.
Proiuct3 with very unlike requiremen®s czan telier
be caloul=ted 1in zeparate ~haris,

¢

o
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Frodict Cost Jalculatior Chart.

Product:

waterizl Type Quantity . Price perj rotal
and urit . unit, 2p.;

i

|

materials and
components,

Total direct materials and comronents:
Add incdirect variable costs related to meterials

)

consumption.
Coe- Wachine .c. of  WNorking Cos. per
ration Crerators time, each :man hour
’ l
; |
GCL .
om !
—- D 1l
oo ,
onm X
3 o ;
59 |
19 € .
I & ! =
L L
Total dirasct labour costg:s
wdd inlirzet vavriardd -coszta rel:ted
to tre operaticns: W %=
Total variable costs per product:
(ifter adninz poszible royaliy or _
other variatle ccsts) I+ Rp.ﬂ
v 5leg nrines :
'
1295 ::7e3 ineame raducticns |
= et s2les nrice - 7
“ross 2rofit = (Za2duct total variable
coct above) P4 -

)
ness fixed coats (
of tot

= Net profit

CBS: Deduct in 7
al varisble costs)

54

/0




De ~enarks to

trne cost calculation:

Wheén
speci

mwterﬁals and

-
szeci

one use 2 system for the cost calculzation g4
fied above on Page 179, only the direct
the direct labour rneed to be calculated

iically for each product.

The other costs are added or deducted with a
certain rercentage which can be calculated once and
. added eoually with the same percentage for =211 the

rredacis,

H

23 I

tility

b)

c)

3

These percentaces can

Se calculiated
oliows ~ith the annual figures

esti-

M |
ot o
("

ndirset —ariz bla costs related to materi=zl
conzuipticn in e

(Freight and transport for raw -

t 1
fuel + water + piackaging materials and
sun<ry concumeaktles) X 120

anrasl direct material consumption

Indirect variable costs, relatec to the
operaticns in  %g
‘)
(= lec+ri,1+y, latricants, =brazives,
ard pessitle otiler wariatle

malintonan
s .Ae’

ace il

- he =

listed above X 100

R

abour costs

rel=ted to gress

¢35 incene raduction,
e3 nrice in s

3 iLncone reduction costs as

custorer

qLle
2 the profitability cstinate, as
pr oduct tranoport
et commissions, ete.) Z 100
3ales come =

innual uross
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9.5

@) PFixed costs, related to variabie costs in %:

Total annual fixed costs) X 100 _ %
otal annual variable costs. -

If calculation of the operation time has been dore
under the production process (para T7.1) it coes
not need to be repeated here. The total cost
can then be refered.

Holding together the calculations for the different
products specifying the szles cuantities, orne may
if need be summarise the raw naterials, the man
hours, the machine hours, and the gross 2nd net
profits from the different procucts. This should
correspond with the totals of the profitability
estinate,

CASH ___ FILCW.

“he Cash flow shows the raymenis to, =2né the
disbursements from ihe project, Zrom year to rear.

The remeining difiference, the surplus or the deficit
tells wrether the available firnznecing will Ge
sufficient to facilitate the resuired disturseranty,

I’ake the cash flow as simple as possitle and use a
form as specified under the <VYorxing plan paze 38.
Specify the cesh flow for 23 may years zs the
profitabilit; estimate, at le22t 3, TYezr O refers
to the implementatiorn stage,

The Cash flow involves the follcwing elements:

- Profit before tax. AS 1long as this i3 an annual
Infornation, one does not nesd to specify disturse-
ments 1n4d revenues, but c2n 3imply rzcord the
annual profit for each of the operating years,
whether positive or negative. Put negative
figures 1in brackets: (
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Depreciations. Deprecistions are rot peid, so
since they nave already veen ceducted in the
abeve profits, they must be added bsck again in
the cash flow with the same amount as deducted
in the profitability estimate.

Loans Utilization. The total loans amount will
nornally be available in year Q. But it will be
beneficial in order to save interest, *to draw
on the loan according to disbursement recuirexents.
Parts of it may therefore be received irn year 1.

Equity. This is the entrepreneuf% own contribu-
fion that must be paid in before ithe hank
will relesse any loan.

Fixed assests. Most of these +ill in gereral
have to be paid in vear O but it depends on
payment conditions. ) 3

Yorking capital increacse. Jorzing carital
disbursemer:ts occur as raw materials uand wvages
are Lzing paid and stoexs ané deptsrs actumulate.
the working capital requiremerts cre

calculated,based on the neeés for *the 2rd
year, snd the earlier reculrenenis ire lie:s,
hence the disbursements will be distributed
over the reriod from year 0 to yecar 3

-

Tax Payment. WYo }ax will be pa’i 1 terore tle
“rciect maxe profit, and the *t-xes will bYe
21icé the wear after they are calculated in
the profitability estinate,

Loan repaynents. The rearly interests and
w3tallements to be gspecified according to the
lending -onditions indicated in para 9.2 B,
Pace (145).

~ash Jurplus ray at tircs te negative Uit

not the accumulatad cash. 7That only shows that
further financing must bYe ©vrovided.
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Seasonal Froduction.

If the proiect is seasonal, the demand for capital
will vary over the year, and it may be necessary to
make a monthly c¢ash flow at least for one

year.

It will than be necessary to specify <Jisbursements,
and revenues, stocks of materials and products,
debtors 2and creditors.

10. IMPLEKNENTATION PL AR

Ae VYake a tize chart,

Yake a time chart for the implementation plan,
specifying the main activities. A rnefwork plan =s
indicated on rage 184 or a Ganxt plan z2s shown on
page 185 wm2y be used as may be found most practical.

Both plans are interded az examples, Jhich 2ctivit:
are resuireéd, as well as the tiie recuirements, i
vary a bit witr the igy;vidual proiects.

#oth plans incdicate how the activities may bte connsct
together, what can be done simultaniously and what -us
be completed before other activities can start, In the
network plan the time requirement fo., each z2ctivity is
\ determined with a figure for the nunter of weeks that
is required. Both plans indicate 2 tctal time reguire-
ment of 21 weexs. A small project for the local
market using reacily available nmachinery can otviously
be implemented faster, while a proiect requiring imported
machinery, foreign cocllakoration =:Z training, 2z well =5
a countrywide network of sales representatives will take
longer tinme,

. Cnly major 2ctivities are indicated in the plan, That
will also ce 3ufficient Jor the feasibility study.
Yhen it comes to the actual implemertation, a more
detailed rlan may be required, 3plitting the activities
into elements.

- 183 =




”-— COMPLETE PROJECT 3TUDN.

o

- 2L -

SECURE  LAUINY

—

(2]
N 1= B OiDLR INSTALL
GE?  BANK v 5 ‘ ACHTRES
APPROVAL ‘ ie = 3
E-C -
OBTAIN LICEISES \ 4 5
4 a2
i{)\ \ BE 5
\ \ (3 3
o V' o
[SES , \ 35 & INSTALL L
7 2 SECURE SALES _.(5) ' BB 4§ TUTILITILS 5
V= MWW eo g
/23 ‘auow® S

O e OGN GO Oy
/

7
SERURE UTILITIES /

IND OTHER AGOLTS ,l”
!
\sncunn MATERTALS j@' !
/
/
\SECURE MACHINERY D

NET §ORK _ TMPLEMENTATTON _ PLAN.

/
ORDI‘R_MATERIALS @

ESTABLISH SALES, 45
TANTZATION 8\

GCLAR PRODUCTICN




. !—\T- N +
; Y NIAOanD!
|

<3 NG

bl 1%
Braaansay
............ —— e eee e ————
SIS NS

S Y 23NN

Ha0ung

N AL vay.

f-RE 183

ﬁ

=N
o

WL RY -
AN >

! Bl R o
. SAAMMNNG

L HapHaYy

..,..?-WU.JJ (7T

. I S w b_ == AN | -
. “ * | B _ B NIaINg
. _ n. _ i s m L1 IS AT R | __...u,u 2A% _
OlLON i ; e s e R
ad} -,_%um “ « . 1 A S3\nad .
t. V — L2 anlwovy
; ECTETY =St . = atua ..w 2 OO R
1993 - \ 2 . : . n . | S Irmakabas) T T -
| “ ;
| “ - B B MDD SasNan -
| | | T NS, S
L , - | 4a%] Loy AnTR
e F e b o 2720035 :
L | o N J03N33d I IND
: P AAHAW O WweD Ayl S .
_.|J - m X ,‘ >
ieo2jGr[aTTEIJol[s)[hi [ ] n]O]6 8 | &91S | bl<ie V] | acqag

FIGWON  F3I3M T NOlIVANIW A WI | ]

-

(ABnvys) vd HO LT Loy 31 20d W ‘




B. Plarning of Capital Employment.

. The overational interests way for projecis rezuiring
long implezentation time be consicerable, anc it may
be necessary to calculate them more theroughly.

Also the vank may reguire a time plan for the disburse-~
nents. Looking at the different cost elezents of the
investment plar and the quotations, one will Yte able
to determine the disbursement requirements sufficiently
a’curately. The plan may be made with a shhdule as

- follows, specifying disbursexents on quanter-yearly

basis:
Disburss..ents
Cost Ccmponents Selfore svart ol production - Alter pro-=
— 1 ductionstart’
Year 00 Year C Yez 1 i
1/412/4|3/4|4/4 1/4|2/4(3/4|8/4 1/4 |2/ 4024
. Lend E } x i :
Euilding ! ) i
. t:achinery
Otier assets ‘

Pre operational i , i
costs I !

Jorzing capital

¢

-

Sum disburserments ; | i

Disbursements : ! )
accumulated ; | !

. [Cepital Zmploy-
nent:

- Zqguity

- Fixed loan

- sorking capital
loan

- e e,

[

terest before
production start.
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AVERAGE PERFAPITA MONLHLY CONBUMPTION AND LXPENDITURL BY ITEMS OF FOOD.

ITEMS O} FOOD Unit UL + UL l ITLLS ol »OOD Unit URLAN  + RURAL
Quan y alue(Rp) Quantity value.
A. CEREALS !'
1. Rice open market/ Kg 6,621 1347 5.Fresh corn with Kg 0,178 13
- distributed husk
2. Rice,own product K 2,456 485 6.Dricd corn with Kg 0,104 9
3. Glutinous rice Ke 0,104 26 husk .
4. Rice product Kg 0,017 4 T.Corn kcxruel Kg 1,075 100
- ‘g.Corn meal Ke 0,070 9
« Whent flour Ky 0,090 17
B. TUBERS -
|. Cassava root Kgg 14447 56
2. Driea cassava Kg 0,264 17 |{5. Potato Kg 0,116 26
3. Cassava flour Kg 0,040 4 |6, Taro - Kg 0,090 4
4., Sweet potato K 0,503 22 |T. Sago flour Kg 0,082 9
) c. FI S 1
1. Fresh sea fish Kg 0,420 195 4. Canned fish Kg 0,013 13
- 2. Presh water fish Ke 20,182 108 5. Shrimp, Crab, 048
3. Salted and driea fish  Kg 0,325 191 and others _Kg 0,04 26
D. HMEAT
1. Beel: a. heat Kg 0,035 69 |5. Preserved mewt Kg 0,000 4
b. Others Kg G017 35 |6, Other meat Kz 0,004 4
2. Buffaulo beef: a. Meat Kg 0,009 17 |T. Chicked Kg 0,009 104
b. Others Kg 0,004 9 !8, Other poultry Kg 0,004 4
3. Mutton & a. licat Ke 0,04 13
Lamb $ b. Others Kg 0,004 4
4. Pork: a. hieat Kg 0,013 17
b. Others Kg 0,009 9
. E. %:%GS alD LiTLK P 1.330 ! ¢ !
1. Chicken egg iece . 74 5, Canned milk K 0,000
2. Other egg N 0,760 48 6, Infant powder & ’ 48
3. Fresh liquid nmilk Liter 0,013 4 | ° milk Kg 0,909 17
4. Preserved liquid milk " 0,009 4 [7. Other powder '
milk Kg 0,003 13




ITEMS OF FOOD Unit URDBAN + RURAL L'IEMS OF FOO)D Unit URBAN + RURAL
Quantity alue (Rp Quantity Value(
F. VEGETABLES
- 1. Spinac Kg 0,420 39 9. Cassava leaves Kg 0, 300 22
2. Swamp cabbage Kg 0,373 30 |10. Aubergin Keg 0,240 22
3. Cabbage Kg 0,173 22 [11. Bean sprout Kg 0,060 9
4. Bean/Peas Kg 0,065 9 {12. Shallots Kg 1,620 61
5 String bean Kg 0,345 43 |13. Garlic Kg 0,178 26
6. Tomato Kg U,130 26 |14, Red pepper Kg 0,860 61
. 7. Carrot Ke 0,022 4 [15. Cayenne pepper Kg 1,170 39
8. Cucumbar e Kg . L,143 13 :
G. NUTS/BEAN
) 1. Peanu Kg 0,061 30 | 6, Soyabean curd Kg 0,380 T4
2. Green bean Kg 0,065 26 | 7. Mold treated
3. Red kidney bean Kg 0,030 9 soyabean cake Kg 0,400 87
4. Soyabean Kg 0,013 4 8. Fermented 0.020
5. Cow bean Kg » ;0,009 4 soyabean Kg »02 0
9. Fermented
peanut cake Kg 0,040 4
. H. P RUITS
1. Orange Kg 0,056 17 {1C. Banana Kg 0,910 104
2. Nanggo Kg 0,026 4 |11. Papaya Kg 0,225 22
3. Apple Kg 0,009 4 |12, Watery roseappleKg 0,013 &
. 4. Avocado Kg 0,022 4 113, Guava Kg 0,040
5. Rambutan (with stem) Kg 0,140 22 |14. Sapodillas Kg 0,017 4
6. Lanzon Kg 0,170 35 |15, Starfruit
7. Durian Ke 0,100 22 (Caramboln) Ke 0,009 ¢
8. Salak Kg 0,013 4 |16, Spanish plum Kg 0,022 4
9. Pine apple (with sten)Kg 0,090 9 117. Watermelon Kg 0,013 o
I. MISCELLANEOUS FOOD ITEMS
1. Salt Cna 2,518 22 | 5, Fresh coconut Piece 1,480 95
2. Pepper and spices - 0.350 22 | 6. Vegetables i
3. Fish pauate Ona <42 22 | cooking oil Liter 0,355 164!
4. Soya sauce Lottle 0,130 26 | 7. Butter ons 0,035 3|
|
|
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ITEMO G WOUD Lnit UREAN + RURAL ITENS OF 1'CGOD Unit URBAN _+ RURA

Quantity Value(Rp Quantity valu

8. saffvon and others - - 35 [14. Chipa Ona 0,227 17

9. Brown sugar Ons 1,577 39 [15. Wheat noodle Cng 0,394 13

10. Cane sugar tna 5,863 182 [16. Rice noodle Ong 0,069 4

11. T ea s 0,480 48 17. honosodiunm . . )

- - 12. Coffie ons 0,71y 100 glutamate (ns 0,120 26

13. Cocoa powder cus 0,009 0 | . e

J. PREPARED FOQU

1. Syrup rotol U,013 4 4. Prepared food

2. Soft drink sotol 0,087 9 and drink - - 238
3. Bread, Biscuit, c¢te. - - 74 | 5. Prepared food

and drink from
household entlre

e S prive T 6]
K. ALCOHOLYC BRWERAGLS
10 B e e r ) ~_“_..'I.):()--E()ﬂ]_.—'._. ‘\.‘ 0,009 L 4
) L. TOBACCO, BETELNUT
. 1. Cigzarette Packots U, 785 117 ] '
: 2. Glove cigarettc ; 1,105 242 | 30 jouasco Ons 0,600 7
o
(8]
1)
& ]
[& 5
!—:o
r
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AVERAGE PER CAPITA NONTHTY LXPENDITURE OF NON FOOD ITEMS BY MONTHLY
PER CAPITA EXYENUITURES CLASSES (IN RUPIAH)

EXPENDITURy ITEMS iaverage per EXPENDITURE ITEMS Average per

capita capita
| v
A. HOUSING, FUBL, LIGHT AND WATER
1. Imputed rent 479 8, Petrol, lubricant, repair and
2. Ren t 61 maintenance for generator 14
3. Maintenace cost 64 9, Charcoal 6
4, Electricity A8 10. Firewood 126
50 G as . 1 11, Water 23
. 6. Blpiji 2
T. Kerosene L 162
B. MISCELLANEQUS GOODS AND SERVICES
1. Toiletsoap, tooth paste, tooth 6. Lducational fee 137
brush and shampo 82 7. Non formal educational costs, news -
2. Cosmetic articles ., 36 puper, magazines,etc. 26
3. Household medisines 34 8. Trensport expenses 84
4. Doctor, nurse and others 63 9. Movie, theatre, sport,etc. 30
. 5. Traditional health cost 10 10. Domestic servans 32
C. CLOTHING, FOOTWEAR AND HEADWEAR
1. Readymade clothes 182 4, lootwear 52
2« Clothes material 57 5. Headwearx 10
3. Charges for making garments/ 6. Loundry soap/powder 87
for repairs e 24 e e e -
D. DURABLE GOODS
- Furniture, household equipment, 4. Watch, clock, camera, umbrella,
. 78 . bapg, doll ete, 20
) 24 BE’“f%ls and dishes 41 9. Jewelry 30 ;
- 3. miture equipment and 6. Entertainment and sport 45 ‘
utingils repairs ) 10 -~~ﬁ~7° Vechicle 87 ¢
B. %Axgg AND PARTIES ':
« Consumption taxes and insurarnce 2, i
premiums 61 . Parties and ceremonies 180 -
£
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FROJECT FINANCING.

Comaercial loans on the opem market are available, but interest
ratez are high (up to over 30 %) and security requirements are
quite strict.

Government loans available to small scale industry are available
on relatively soft terms,the security requir-ements are reasonable,

and most projects we may embark on will cualify for consideration.

The loans are administered from the Bank ~f Indonesia through several
government; semi government; and private banks.
Of these, the zmost iaportant are the folilowiry:
- 3ank Pembangunan Indonesia, Jln. Gondangdia Lama 2-4,
Jakartae.

Priority: Industries,
21 branches.

- Bank legara Indonesia 1946, Jln. Lada 1, Jakarta.
Priority: Iudustriecs

- Bank Rakyst Indonesia, Jln. Veteran 8, Jakarta
:3 Industry as second prioritye.

(All state owned banks plus 47 private national banks have
been assigned as KIK - KMKP executing banks).

Any of these banks can be aprroached, depeadant on branch location,
past relation-ships, and attitude towards the financing of the
project and the entrepreneur.

The lending cond’tions are stipulated by Braic Indonesia wund the loans
re divided into 3 categories as follows:

¢¢o-/'2.-v
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" .

vorking capital

Loan for small

scale industry.

Loan Type. Maximum Loan :linance Scheme Rate of Inte- | Required Expenses |Special Conditions

! reot. secnrity
KIK small The bank finances|KIK = 10,5 % | Pr~ject it=| No charges|Reserved for 100 %
investment Rp. 1> million{100 i of the KMKP = 12 » self only. | except indigenous small scale
loan and KMKP | requirements. interest. |industries. Lending onl;
permanent to prujects already in

operation.

Fesibility Maximum Loan |sponsor winimum | Fixed invest- ‘The assets | No chargesdNo joint venture permit:
loan. Kp 7% milliond10.. of total ments = 10,%v of Lhe ‘‘he bunik But a maximum of 0%
Maxiwum total {requiremeants. Up |Working projoect + undertakes (participation from no-
project = kp. |to 90 from the capital = indepandant | the feasi-|Indonesian residents is
100 million. |Bank (max.). 1345 %o - security ‘bility alloved.
| for max. ‘studye.
. 50% of the
i0ane.
Large acale sponsor 25-3L, :Loan up to 200 | Mipnimum The bank

loan.

Unlimited.

but for joimt

25% financing
from the baak.

‘loans = 9%,
. soft loans

S

*13,5%, Exp:rt

'

required -8 feasi-
loan in- bility
cluding istudy fee
’tangible provided
assots of the project
'the project. |becomes

viable,

‘million = 12%,! 1504 of the will charge
venturcs matisum 'Largefloan = |

Restricted to limited
liability companies.

There will for all loans be allowed a grace period of maximum * years, :aormally limited to the expected
construction time + 3 - 6 months. Intercsts will be added to the capital during the grace period. There-
after the loans will be repaid over 5 = 10 years (individually judged) in 3 - monthly equal installments

+ accrued interests.

Jukarttas\h April, 1983.

By

a5

<55 of\

n Eidsvig,

Iu¥ustrial Ekngineer UNLDO.



INSURANCES.

The rates of operation insurance is normalized by the
Government for all insurance companies im Indonesia,
even if payment conditions and judgements may wary.

he rate of imsurance is extensively depencant on the
- building construction, divided in 5 classes as follows:

S s Concrete,or 24 ca bricﬂ'all, concrete floor and
roof, fire protected floor orenings.

I ¢ Hard roof, non combustible covered, fire
resisting external walls, or single storey steel
skeleton covered with non combustible materials.

II : Hard roof, non combustible external walls or Wood

skeletons with stone or glass fillings.,

- III : Hard 7100f and external wood walls, or open
sides.

. Iv

As III bdbut under a soft roof. Surcharge 80 %
t0o preminium rates indicated for class 1III.

The general insurance @s indicated in the continuation
covers damages to whaft'ever is insured of building,
machinery, raw materials and products, and insures

againgt:
. - Fire and explosion
- Damages by riot, strike, malicious damage,
vehicle impact, semoke.
- Earth quake, Vulcano eruption
- Wind and Water damage
) - Clearance and loss of profit,

The rates of ingsurance for some selected industries
are as follows:




‘ 2ate 0f Annuz2l insurance
| Type of rrcject or product: priminium in %o of Insurance
! value.

ass 3 Class I Class LI (Classi
Mineral products etc.:
Open nmines, Lime and plasterwork 1 1 1,5 2
‘Ceramic woriks, pottery concrete
slabs, asbestos wWOrK 1,1 1,5 2,3 3,1
Stone 3ané excavation 1,55 L 241 L 3.1 4,1
JIron foundries 2 2,7 | 4 5,4
‘Glass wor.s 3 4 . 0 7,9
Tar coated chippings and other |
asphalting 7,3 9,7 . 14,55 19,4
Mechaniczl enzineering:
General 1,0 792 1,8 2,4
zlectronic issemtly ;1,6 2,1 3,15 4,2
‘Gelvanizing | 2,25 3 4,5 6
Zlectrical equipment working £ 2,5 3,3 5 6,6
1loter vehicle repair shops ' 4,5 6,0 9,0 12,0
Chemicil Products:
Soaps, dslercents, polishesy” 1,6 2,15 32 ; 4,3
drugs ant pharzisies i 1,9 2,25 3,8 . 9,1
Pilo. wor<ing 2,25 3,- 4,5 ; 6,0
Chemical srecuctic, jeneral 2,85 3,8 5,7 t 7,6
. Paint an¢ vimishes 2,6 3,5 5,3 b7,
Caniles i vaIopre wets, starches; 3,3 4,35 5,5 I 8,7
S E ) ! i
17 open Tire or scivents used 10,8 11,9 14,0 [16,2
!Lnsectici(;es | 4,1 5,5 8,3 11,0
{Plnztic ITDIUCTE WY iing . 4,9 0,5 1,75 13
ﬁatches, fire worxs, explo.:ives : 7,5 10 15 20
Fcam Plastics 11,3 15,1 22,7 30,2
{Peroxides manufacture and use hz 16 | 24 .32

|




Type project or Froduct: ] Class
ype prod A g 11 TIT
}
Textiles ané Garments: ‘
-
Weawing and spinning syntetic 1 1,4 i 2,1 2,8
; - " - mixed nroducts 12,4 | 3.3 | 4,9 6.5
kixed Yextile manufacturing, syntetic {1,9 | 2,5 E 3,75 5
: - " - mixed preducty 6,7 | 8.9 . 13,4 |17,8
@arment naking 2,2 | 2,9 4,4 5,8
ERooes, strin s, sacks, Laundry and
pressing 3,815 Ts5 : 10,0
Knitting ‘4,9 | 6,5 9,3 13,1
Batik werk 5,6 0 7,5 . 11,3 15
Textile waste rrocessing 50,5 ‘14 f 21 28
-Cotton wool :znc Kapak crocessing 11,3 (15 i 22,5 .30
Paper, Leather, 2udter: | § :
200k binding and printing 1 v 1 i 145 2
:Rubber products 1,31 1,8 I 240 3,5
;Pa;er procucts "2,3 ¢ 3,1 4,7 6,2
;Shoes 3,0 P 4,8 E To1 19,5
Leather products 4,2 | 5,6 C8,1 11,2
Straw :roducts 5,6 | 7,5 | 11,2 15,0
Leather tannir : and fozi rubber aro- ;
vduction 5,4 . 8,5 12,8 117
i.inod  Dro.ucts: ‘ f
}Srooms xnd Lorasies | 3,8 ! 5,1 7,55 %10,2
gFurniture 24,4 i 5,8 3,7 11,6
3aw nills i 7,5 [10 15 20
. A 1
gFood DrocucCt3:
J2irics 1,0 1,3 1,9 2,5
Preserves ;1,8 ’ 2,4 ! 3.6 4,8
Bihun, rie, feed 2ills,sweets, and ; !
'others 2,2 | 2,9 4,3 5,8
!Bakeries 2,6 | 3,4 i 5,1 ‘ ¢,9
Prying Installulions l 5,3 | 7,1 l 10,7 314,2

Appendix 3.3




Aprendix 4.

List of some of the Manufacturers Association's

telepkone

numbers in Jakarta.

Association of manufac- Telephone

turers for the follow- Jakarta
ing product(s

Milk 480 230
Ice 344 513
Glucose, Maltose,

Fructose ,Sugar 345 136
Sweeta & Konfectioneries345 136
Glutamate & Glutamic

Acid 643 183
Food general 333 640
Clowe Sigaretters 323 48%
Sigarettes,general 341 784
Camned food 811 335
Ice cream 631 907
Bakeries & Bisquits 679 272
Fcods and drinks 546 551
Cooking 0il 596 879
Cold Storage 790 459
Amimal feed TT5 264
Pood processing . 480 230
Salt (Jin. Kabel Pendek 25)
Sacharine, Sodium

Cyclamate, Citris

Acid, Calcium Citrata 643 183
Textile, general 582 809
Spinning 581 560
Texture Yam 775 620
Yeaving 374 694
Finished textile

products 331 407
Batik 583 020
Syntetic PFibres 587 349
Knitting 775 620
Jute Bags 0 211
Buttons and Zippers 331 708
Leather industries 512 715
Leather shoes 826 585
Leather tanning 622 260
Leather handicrafts,

making and collecting 0 099
Cozrugated Card board 636 608
Fine Packaging 356 267-8
Plastics 364 800
Plastic bags 91 269

Association of Manufac-

turers for the follow-
ing product

Plastic pipes
Rubber
Recording
Detergents
Pulp and paper
Rubber
Artificail leather
Matches

Video

Video casettes
Tot: paste
Paint

Gas

Packaging

- Rubber shoes

Regeneration of lubri-
cation oils

Audiotape manufacture
Plastic Industries
Latex and foam rubber
Rubber goods -
Melamine sheets

Video Cassette recording
Formalin & Termosetting

Stationery and ¥riting
equipment

Printing Ink manufactur-

ing

Glue

Essencial oils
Photographic printing
Reproduction

Bicycle manufacturers
Electrical equipment
Electronic & electric
equipment

Motorcycles

Vehicle equipment
Agricultural Yachinery
and equipment
Automative Batteries
Electrical Cables
AMluminium extrusion
Dry ce 1 batteries
Motocar assemblers
general agents

Telephone
Jakarta

672

360
657
375
326
346
320
344
627
627
826
352
826
356
591

661
610
662
322
675
336
627
584

673

793
344

344
772

365
583
326

377
690
621
356
326

321

128
409
851
408
084
811
414
309
382
382
645
231
610
267
534

443
440
322
909
393
791
384
239

016~7

226
507

359
943

695
825
308

008
568
243
625
958

375




Association of manufacturers Telephone
for the following preoducts) Jakarta
Galvanized Iron sheets 321 708 !
|  Ext. 2TI%
= Tin Can manufacture Z 352 811
Electroplating f 676 092
Vehicle body building ; 323 008 :
) | ext 570 i

Machine Manufacturers 611 739

(John Takili)
Equipment for/of metal, :
electrical, engines, and {

transportation ; 583 825
Nails ; 341 994
'‘Wire 341 994
,Alm;.nium sheets, Jln. Ir. Juanda

. no,
‘Steel 321 708

. ! Bxt. 2725

- Kerosene pressure lamps 424 81
f Surabaya
Steel office equipment 353 451
; 674 406
Grafic Industry - 813 199
Office Machinery b’ 357 945
Plywood manufacture 584 306
Wood -products 483 056
Saw millers 320 408
Asbest Cement 370 108
Ceramic Tndustries 675 519

\ Glass and plane glass 343 960

Rattan 349 157
Roofing tiles 812 093
Yood preserving 800 640
Metall and plastic toys . 679 694
Optic 351 308
Watches assembly 346 071 - 79

Coordinator of manufacture'e[Jln. Hokey 264Senayan

Organizations: Jakarta.







	14298-1
	0015A01
	0015A02
	0015A03
	0015A05
	0015A06
	0015A07
	0015A08
	0015A09
	0015A10
	0015A11
	0015A12
	0015A13
	0015A14
	0015B01
	0015B02
	0015B03
	0015B04
	0015B05
	0015B06
	0015B07
	0015B08
	0015B09
	0015B10
	0015B11
	0015B12
	0015B13
	0015B14
	0015C01
	0015C02
	0015C03
	0015C04
	0015C05
	0015C06
	0015C07
	0015C08
	0015C09
	0015C10
	0015C11
	0015C12
	0015C13
	0015C14
	0015D01
	0015D02
	0015D03
	0015D04
	0015D05
	0015D06
	0015D07
	0015D08
	0015D09
	0015D10
	0015D11
	0015D12
	0015D13
	0015D14
	0015E01
	0015E02
	0015E03
	0015E04
	0015E05
	0015E06
	0015E07
	0015E08
	0015E09
	0015E10
	0015E11
	0015E12
	0015E13
	0015E14
	0015F01
	0015F02
	0015F03
	0015F04
	0015F05
	0015F06
	0015F07
	0015F08
	0015F09
	0015F10
	0015F11
	0015F12
	0015F13
	0015F14
	0015G01
	0015G02
	0015G03
	0015G04
	0015G05
	0015G06
	0015G07
	0015G08
	0015G09
	0015G10
	0015G11
	0015G12
	0015G13

	14298-2
	0016A01
	0016A02
	0016A03
	0016A04
	0016A05
	0016A06
	0016A07
	0016A08
	0016A09
	0016A10
	0016A11
	0016A12
	0016A13
	0016A14
	0016B01
	0016B02
	0016B03
	0016B04
	0016B05
	0016B06
	0016B07
	0016B08
	0016B09
	0016B10
	0016B11
	0016B12
	0016B13
	0016B14
	0016C01
	0016C02
	0016C03
	0016C04
	0016C05
	0016C06
	0016C07
	0016C08
	0016C09
	0016C10
	0016C11
	0016C12
	0016C13
	0016C14
	0016D01
	0016D02
	0016D03
	0016D04
	0016D05
	0016D06
	0016D07
	0016D08
	0016D09
	0016D10
	0016D11
	0016D12
	0016D13
	0016D14
	0016E01
	0016E02
	0016E03
	0016E04
	0016E05
	0016E06
	0016E07
	0016E08
	0016E09
	0016E10
	0016E11
	0016E12
	0016E13
	0016E14
	0016F01
	0016F02
	0016F03
	0016F04
	0016F05
	0016F06
	0016F07
	0016F08
	0016F09
	0016F10
	0016F11
	0016F12
	0016F13
	0016F14
	0016G01
	0016G02
	0016G03
	0016G04
	0016G05
	0016G06
	0016G07
	0016G08
	0016G09
	0016G10
	0016G11
	0016G12
	0016G13

	14298-3
	0017A01
	0017A02
	0017A03
	0017A04
	0017A05
	0017A06
	0017A07
	0017A08
	0017A09
	0017A10
	0017A11
	0017A12
	0017A13
	0017A14
	0017B01
	0017B02
	0017B03
	0017B04
	0017B05
	0017B06
	0017B07


