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FRCJECT UNIDO TRS/7¢/078.

A PROGRAILTE OF WORKSHCPS

to Identify, prepare, implement end fallow up small scale

indusirial projecis.

The programme consist of 3 meeting sessions of workshops and

2 working periods in bvetween. The prograrme will be held in

collaboration between DJIE and ULIDO. The programme is intended

to involve 24 participanis divided in 6 groups with 4 persons in

sach, The tasks for each of the 6 groups will it be:

Pefore ist assezbly

During 1st assermbly
( 2 days )

Sefore 2ni1 assemdly
(6 - 8 veeks )

During 2nd zssenmbly
( 5 days )

3efcre 34 essenbly

During 3rd a2scembly

After Zrd assecdly

To study received mzterial end to
act accordingly.

To select and priority list 8 potentiel
projects

To eollect the required irformation

for the preparation of 4 projects

To prepare one corplete feasibility

study.

To prepare further 3 feesibility studies
end to initiate and follow up imple-

pmentetion of et least one of them.'

To evaluate one of ithe implemented
projects and to draw a plan for its
improvement/extencion end/or duplicetion.

To initiate implenentation of the further
projects, to plan for their furtker
development 2né to initiate fulfilment

of the plans,

It is the inteztion %o cozduct the progracme on e regioael level

and %o repeat the workshop progracme all together 4 tipmes:

Y ;
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ist Jakarta from Larch 1983 to December 1983
2nd Eedan from Apral 1983 to January 1984
3rd Surabeya from Uay 1983 to Pebruary 1984
4th Semarang from ULey 1983 to Harch . 1984

- Expecting 4 different projects fron each group, with 6 groups
per assembly and repesting the workshop prograrme maximum
4 times, a total of maximum 96 different industriel projects

cey be prepered and implemented., 96 persons will recieve training
in project preperation.

Cut of the trained personsnel may be recruited perscnnel for
giving similar trairing in the future,

- It is anticipated that some Zurther participants fror the
adoinitrative level will attend the workshops for the sake of

follow up and future administration, These will join the groups
as a S5th pember,

- "be USiDO personnel will to the extent it is possible follow up
and guide the progress between the assecbly sessions.
The major part of this will be conducted by the UNIDC field
experts, having as cuch as possible dey to day contact with the

participents. The {ield experts will also te present during the
conducting of the workshops,

i - Tne participants should all be senior, well quelified, indusirious
people, having the possibility of doing the required planning

. and prozotion between the assemblies, and to control the imple-

menfation of the projects. A good working knowledge of English

\ language is reguired,
The working groups should be composed so heterogeniously as
possidle, each preferably with participenis with knowledge or

experience within the 4 different fields of:

- engzireering or productiom contrel, technology understanding
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- sales, purchase or marketing
- econozy calctlatiors/financing

- contact with entrepreneurs or the working with industrial

estate accomodation/infrastructure/labour situations.

- After conducting the progreamme last time, the workshop materiel
will be collected for future reference and for the conducting of
sipilar programrmes in the cortinuation. The material will contain:

- Viortshop vrogramomes

- dand-outs from the workshops

- Resurmes oI the briefing sessioas

- Copies of transparencies and other audio visual rmeteriels

- The list of priority projects from the werlkinag groups

- The parimum 96 feasioility studies

- Eveluation and conclusion regerdirg the icple-ented projects

- Copies of the plans for expansion within the different

trades,




2.\

PROGRATTF POR 1st ASIEIBLY

PROJECTS IDERTIPICATION PHASE ( 2 davs )

1st_day:
8.00 - 8030
8.30 - 9.00
9.00 - 10,00
10.00 - 10,30
1.30 - 11,00
. 11.00 - 11.30
11.30 - 12.15
12.15 - 1. 30
1030 - 2.00
2.00 - 3'00
3,00 - 5,00

!

\ 2nd dey:
8-00 - 8.30
8030 - 9.30

Assenmbly and corsultations
Opening by DJIK Project Nationel Director
General information about the workshop programme

Group essembly., Internal discussion of the
workshop programme in general. Identification of
possible working difficulties and agreeing on
collaboration in the groups.,

Questions er? discuesior abount the programse
Break

Ains of the indusirial projects and requirenments

to projects to de planned by the groups, Briefing

Creative teamwork, An orientatioa about working
methodology.

Lunch break

Group selection of initial chairman and secretary,

listing and shortlisting of 12 or more, potential
projects, arranged as to pricrity of working

Presentation end discussicn in plenary of the listed

Projects, Determiring of provlems ereas and whnich
vasic preconditions for tze projects to check,

assepbly and individual iniernal consultetions.

Plepary oriefing op bow io get aprlicaiions from
prespeciive poteatial enireprepeurs.

Ziscussion of sane.

- —




2.30

10.30

12,30

1.30

2.00

3.00

4.00

10.30

12.30

1.00

1.30

2.00

3.00

4.00

5.00

2.2

Checking of besic preconditions ( on an individual
basts )
Briefing on the a2im and the content of the

required feasivpility studies ( With emphasis on
the required information )

Confirming in plienary of the besic project pre-
conditions and confirmation of priority for the
identified project taske,

Listi as group activi+ the required ,ivjeci
Y ] < J

information and proposed sources for same.

Lunch break

Presentatior in plenxary of the list of information
to be collected

Distribution witzin %he groups, tesks of
collecting inforwstion., Time plen for the period
before next assemdly

Discuscion of worzing metnodology and collavoreting
opportunities during the information collection
Phase. Briefing about the 2nd assembdly,
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Activities between {the 1st and the 2nd assecbly ( 6 - 8 weeks )

Information Collection phase

The following tasks will be performed for the "workshoﬁ“ project
and consegunently for the 3 further selected additional projects

( if it becomes obvious during the collection of ianformation that
the operating conditions for & project wili be very difficult, one
should collect information for the next project oz the priority
list ) :

Techrology:
- Which product varienties can be made ?

= Which influence has selection of product variety on

tecknology investment and market.
- %Yhich technologies are availeble ?
- Ghe:é is technology in formation availsble ?
- Thick supplies exist for the required equipment ?
Coliect quotations for adeguate equipment fror. the supplies

- Colleborate with the suppliers until the quotations cover
the reguiremeats.

Rew peteriels:

- To which exten! are the required raw materials and other

. inputs available within reach in sufficient quantities/
qualities ?

- Get cuotations for rev meterials specifying price, peyment
ternc, freignt, etc.




Larket:

- How is the market and the price dependent on the execution
of the product ?

- ¥hich quantities does the market require and which share
of the merket is it reasohable to expect for this project ?

Which are the normal trading channels and the trading systen
for/the product ?

Which are the prices and profits from manufacture to consumer ?

How is the demand disiributed geogrephically ?

Vkich are the paymernt corditiors ?

Trepreneusss

- Which ere the requirecents to the enfrepreneur ir terms of;

Lanagenent ability, technology knowledge, capital evailability,
prenises ezveilebility and others ?

- Collect informaticn about the cepabiliiies of the applicents

-

Locetion:

- Lstimate tle regquirements of ihe proiect io size, standard/
cost, location, required infrastructure and others.

- Get information on eveilabi'ities of working premises,

preferably ready buildiags for hire,

Laxe notes, cinutes, 214 tables of the collecied information

Organize the rbove informaiion sysiezatically in a file,
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PROGRAIZE FOR 2nd ASSTRLY

FZASISTETTY STUDY PA'SE (5 dave ).

I1st day:

8.00 - 8,30

8.30 - 9.30

9.30 - 11,00
. 11.00 - 13,00

13.00 - 12,30

12.30 - 17.00

2nd dav:

8.00 - 8,30

- 8,30 - 10,30

Assembly and individual consultations

General information in Flenary about the progress

situation after the informetion prase, and briefing

about the programme for the 2nd assembly.

Briefing in plenary about the investigations and

compiling to be done regarding the technology content

of the project. ( product - vrocess - and selection

of equipment )

Group and individual, teiloring and cormpiling of
the technology part of the feasibilizy study

( based on the 6 different projects selected by
the groups )

Lunech brezk

Completing of the technology part of tre
feasibility study individually 2nd in the sroups
( cont. )

#ssemply and individual iniernel coasultations

Precentation in plenary from the 6 groups the
results of tbeir technology investigations and

conpiling. Discussion of tre results and concluding

of the indivicdual situation,




10.30

12.00

13.00

12.30

3rd day

6.00

8,30 -

10.00 ~

12.00

13.00 -

13.30

Lth dav:

€.,C0 -

8030 -

12.00

13.00

13.30

17.00

8.30

10.00

12.00

13.00

13.30
17.00

8.30

11,00

246

Briefing in plenary ebout cccpiling the market

investigations apnd its corcluding

Group and individual activitiies compiling the
perket investigaiions and corcluding of demand,

price, and marketing strategy.

Lunch break

Completing the market/depand part of the feasibility
study individually end in the groups ( cont. )

Ascerbly and individual internel consultalions

Presentation in plenery from the 6 groups, results
of their market investigetions and conclusions.
Discuscion of the results azd concluding of the

ipdividual situation,

Briefing in plenery about the compiling and conclusiorn
of the economy section of the feasibility studies,
including investments, profitabpility, and other para-

neters

Group ané individual activities compiling investments,
profitability and other ecocomy peraneters of the

feesibility study for the different projects.
Lunch break

Completing the ecomomy parti of the feesibility study
individually and in the groups ( cont. )

Aszesdly and ipdividual iaterael cornculietiors

Presentation in plemary from the 6 groups ithe results

of the econoxy cocpuiaiions and comclusions.
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13.00 -

13,30 -

15.00 -

4=
16,00 -

17.0: -

12.00

13,00

13.30

17.00

8.30

13.00

13.30

15,00

16,00

17.00

2.7

Discussion of the results and concluding of the
individual situation.

Briefing in plenary sbout the further content of the
feasitility study, the entrepreneur, location required
{inancing, and summary/introduction.

Group and individuel activities to complete the rest
content of the feesibility study.

Lunch break

Conrleting and assembiing of the feasidbility study.

Assembly in plenary and individual intermal

consuvlitations

Presentetion in plenary from the 6 groups the total
concluded projects, including their selection of
entrepreneur and project location. Discussion of the

resuiis aed concluding of the ipndividuel project.

Lunch oreak

Briefing on the implemertetion of the projects
including, collaboretion with entrepremeur, firancing,
licensing end project approvel, location, mechinery
purchase, time planning, and follow up.

Group activity making the time ection plan for the
project inplementation

Presentation of the action plens in plenary,
discuseion and conclusior.

individual corsultaticas regarding the further

worzing of the projectis,
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12.00 - 21,00 Dicrer ir a different place with & suzming up spech
. by kr Teampubolon.

ACTIVITIES RETWEEN THE 2nd AND TSE Jrd ASSELBLY :

( 6 _months )

Invlementztion Phase:

ST TEEE

- Infrom and get commitment from the tentatively selected

enirepreneurs.

- Reconsider and adiust feasibility study in collaboration

. vith enirepreneur and URIDO. Duplicate the éocument.
- In collaboration with entrepreneur, selezt location/prenises.

- Ascist entrepreneur tc abtain financing and let the entirepreaeur

open & joint account fo= his equity capital

- To the extent it is necessary, help the client to order ell

reguired equipment end installations.
- Uake a lay-out for the irstallation

- TSelp the cliezt in celking specially required arrangexents

adequate sales maierials are nede

- Follow up that the prepare time/avtion plan is followed

and make sure tnat ir ‘21lations are properly dore,

- Pollow zp the trial production and see trat proper nethodology

is applieé and thet adequate qualities are made, limited to
. the standerd products.

- I‘'ake sure thzt sufficient account ere reintained.

- thep the project has coze into operation, caeck that the

production and the economy gives adequate results.
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RESULTS IDERTT

3rd ASSEMELY

PICETION PHASE ( 3 devs )

1st cdav:
8.00 - 8'30
8030 - 9015
9.15 - 11.00
11,00 - 17.00
2né dayv:

8.00 - 14,00

14.00 - 17.00

rd dav:

e.O'J - 8.30

Assembly eané individual consultations

General information about the progress and the

prograrme.,

Briefing en aims and methodology in projeét evaluation
with the 2im of crealing improvemenis in their opera-

tions, Iniroduction to am incuiry forc.

Visit to the several implerer:ed projects (collectively)

Group visit to own project, Crecking the general
project situation, guided oy the incuiry form.

Group essedbly, compiling inferpaiion from the visit,
calculetirg,and discuscsing actior orporiunities

concluding a plan for improvement of the project.

asseably in plezary, individuzl consultations

Presentatior in plenary of the results of the
investizetion and the action plens for improvement

of the on going projects., Discussion and conclusion.




10.00

11.00

12,00

13.30

14.00

15.30

11.00
12,00

13.30
14,00

15.00

16.00

Briefing in rlecary on tae possibilities of project

duplication and expansion.

In the group, drafting of a plar for expansion

on the trade represented by the new project

Precentation and discussion of the expansion plans.

Lunch bresk

Tiscussion of the continuati~n of activities to
develop further industrial projects and the needs
to provide further treizning within the subjects

¢f the prograrmme cf workshops.

Closing of the workshop prograrme by the DJIK
Project Natiopal Director.

Industrizl Ergineer - ULKIDO.
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PROPOSAL TO CONTENT OF AN INVITATION
LETTER TO PARTICIPATE IN THE PROGRAMME :

Re Preparation of new Industrial projects. Am Invitation
to a programme of worksaops.

Subject to budget approval has it been accepted to run a series
of 3 sucsessive workshops conducted by the DJIK with the technical
assistance rendered by the UNIDO-Team within the subjects of iden-
tification, preparation, and implementation of small scale indus~
trial projects. The Workshops will be held over a period of about
one year. The intention is that the participants during this period,
in groups of 4 will do actual identification, preparaticn and follow
up of implementation of &4 real small scale industrial projects eache

One of the projects to be worked through during the assemblies,
and as many as possible of them to be implemented during the period.
A temporary workshop programme follows enclosed specifying totally
10 assembly days, but this may possibly be increased.

We consider the opportunity to be both interesting, have good
personal development prospects, but also to be very demanding.
The projects expected to be implemented, preferably based on new
technologies, increases of course the value ¢f the initiative. It
is expected that the participants engaging in the projects will not
be able to, and must be totally released from, other tasks during
the yoarigt the prograsme. Later on it is expected that they will
continue work of the same type. The 4 persons working together in a

groups should be from the same area emabling them to continue working
together also between the assemdblies,

It is considered beneficigl if the 4 persons in the groups can




have different professional background, very well with one from
the engineering or production side, one with economy background,
one larkoting,and one with personnel or estate relationship.

The workshops will be conducted in Jakarta. We expect to
establish 6 groups, whereof one from Aceh, one from North Sumatra,
one from DKI, one from West Java and two from Contral office.
(Totally 24 participants) )

The programse will be conducted in English. It is therefore
necessary that the participants have a good working knowledge of
the language.

We hereby invite you to select 4 participants for the programme,
candidates that will be sufficiently free from other tasks, have
adequate professional background and are specifically interested
in such a programmse.

The first seasion will be held in the middle of April and
we expect that tke participants will start their preparatory work
3 weeks in advance.
We therefore require urgently to knov the names and the particulars
of the selected candidates.

Jakarta, 5th March 1983.

UNIDO INS 7

Bigrn} Eidevig,
Industrial Engineer.
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IE.83-140/1IV -17.

EXECUTING AGENCY: Directorate General of Small
Scale Industries, DJIK,
Department of Industry.

SUPPLEMENTARY : Industrial Engineering DJIK-

TECHNICAL UNIDO DP/INS/?78/078.
ASSISTANCE.

Important information. Please read this immediately.

The workshop programme for Identification, preparation and
Implementation of Industrial Projects.

Preparation for the Workshop participation:

You have as you will know, been selected for participatiom in the
programme of workshops to be conducted by DJIK assisted by UNIDO,
for the identification, preparation and implementation of
industrial projects.

You can consider this being an unik opportunity for you to achieve
thorough training in project preparation and follow up, togetaer
with getting real practical experience under limited, but efficient
guidance. }

The intention is that the expertice you accuire will be further
drawn upon in the future, that you will be looked upon and

utilized as a project promotion specialist.

There is also a possibility that you may be selected for the future
conducting of similar training programmes.

The aim of the programme is not only to let you learn better
project preparation thorough theory and practical exercises,
unless also to do the planning and real implementation of the
projects.
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The best way of learning better project preparation is certainly
through doing the job in reallity, but besides this is it hence
also the aim to get implemented for each group, 4 projects.

It is in this way expected that the 6 groups of the programme
will create icplementation of all together 24 different new and
untraditional projects which later on again can be duplicated.

It is expected that major efforts will be done by you during the
programme period, from receival of this letter and for up to a

i period of one year. This is why it has been expected that you
will not get much additional time to engage in other tasks.

Full efforts will be required from you during the assemblies, but
sizilar efforts will also be required in between the sessions
vhen you will continue to work om this programme at your mnormal
duty station. You must therefore arrange that you will be
released for other major tasks during this period.

If there will be any obstacles against your full participetion
in the programme, please discuss this immediately with your
superior and further communicate the matter with Mrs Luky of
DJIK, Jakarta without delay.

The programme comprises all together 7 different stages imcluding
3 assembly sessions, and is built up as follows:

1. Before 1st assembly : To study the received material, to study
and discuss project opportunities fit for
your location with colleagues and people
within the various trades, s0 as to be
fully prepared for the 1st assembly.

2. 1st assembly

On a team basis to discuss, evaluate and
do final selection of 8 potential projects
3« Before 2nd asseably To collect the full information which is
required for the preparation of 4 - 8 of
the selected projects.

4, During 2nd assembly : To complete preparation of one or more
feasibility studies for the selected
projects.

Se Before 3rd assembly

To prepare 3 or more feasibility studies
for the selected projects and to initiate
and follov up implementation of at least
one of them,

e A
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6. During 3rd assembly : To evaluate one of the implemented
projects and to draw a plan for its
improvement/extension and/or
duplicatione.

7. After the 3rd assembly: To initiate implementation of the
further projects, to plan for their
further development and to initiate
fulfilment of the plans.

During the assemblies : You will be guided in the work besides
that you will perform the tasks as
specified. Each group of 4 persons wiil
vork closely together both in planning,
collecting information, discussing |
problems, writing material and follow :
up the implementation as well as during |
the result analysing stage. ;

Between the assemblies is it expected that you will continue to
work together in the group and the groups will in general be left
to control its own activities. The UNIDO experts will to some
extent be available to guide the activities also between the
assemblies, but quite limited than, and in general omly on your
request when you find that assistance is required.

Before the 4st assembly.

You will now have only limited time remaining, but it is important
that you utilize this time efficiently, and it is expected that
you will do the following to prepare yourself for the 1st
assembly:

1. $tudy carefully all the material enclosed with this letter

2. List for yourself industrial small scale projects which you
think are required in you area, which are presently lacking
and are possidble to promote. Make use of the lists and
proposals which are enclosed |

3« Discuss those your ideas with other people to get as much
information as possible about prospects and possibilities.
Discuss with manufacturers, with traders, with users, with
authorities, with material suppliers and who ever you think
vill have useful information for you. Make detailed motes of
the in ‘ormation you get |
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The 1st Assembly will be held in Hotel ........ .ce...en
from 7th to 9th of Junme 1983. Please make sure that you will
be present in the hotel Tuesday the 7th June at 8.00 if
necessary through coming to the hotel the evening before.

i?rite abcut notel reservation here f]

The programme the 7th June and 3th June will continue until late,
and you will not get time for other activities after the programme
hours. The 9th June the programme will continue up to 17.00.

Please make sure that you bring this material with you, together
with the information you will collect in the meantime.

The following material is enclosed collected in a working file,
which will be added further material later on, an is expected to
be used during the whole programme:

1. List of the participants

2+ The workshop progranme

3e Listing of project opportunities -~ Sources of Project Ideas
4, Screening and ranking of project possibilities.

S5e¢ Identification and selection of entrepreneurs.

6. Programme for the collection of informations for preparation
of feasibility studies.

7« Check list for the collection of information for preparation
of feasibility studies.

8. Creative working technigue.
9. Project Financing.

10. ISIC project list of the National Statistical Bureau
ISIC project list of the Department of Industry BPPI.

11« A list of uses for town-wastes.

12. Project opportunitities (for comsideration of preparing
feasibility studies).

We wish you welcome, well prepared, for the first assembly.

Jakarta 18t¢h May 1983

Directorate General
Small Industry,

(Gitosewoyo S.H.).
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PROJECT PREPARATION WORKPLAN

Short Listing of the proposed sequence:

1. Collecting of general status information
5. Listing of project possibilities
3. Discussion of these
“ 4, Bstimating of Key figures of individual projects
5, Priority listing (temporary) of projects
6. Delegating of collecting project information
7. Prefeasibility study
8. Project approval
9. Financor's clearing
10, Client identification
{- 11, Priority listing of projects
12, PFeasibility study (client collaboration)
13. Location selection
1%, Planning of of building installation and investments
15, PFinancing
16, Implementation assistance
17. Training
18, Assistance on start of operations
19. Result registration
20, Project improvement
21, Duplication of project

Short listed information on the individual steps as

( ' 1igted above:
1. Collecting of Geperal Status Informatlons

1.1 Import, Bxport, Production statisticss

- Sort out products possible as ltmport substitutes,
products for increased export, aad production vhich
rav material are exported that should rather be
utilized for production of finished products.




1.3

1.5

2.

2.1

2.2

3.

5.2

Trader information s Sort out from shop visits products

which are in short supply, of low qualities and imported
too expensive

Industries information : Which inputs are inadequate as
regards supply, price, or quality ?. Which wastes or
by-products are available 7.

Consumers Information and general knowledge 3 Which
products are lacking, easy to manufacture or to
expensive ?. Which rav materials are extensively
available, which wastes ?. Which are the basic need
products and services inadequately available 7.

Compare with project lists from other sources, form
machine suppliers and from other countries.

isti f c sibilities.

List projects which may be expected to be:

- Pit for small scale production

- Are required to settle basic needs and can ease the
l1ife in rural areas.

- Utilizes available wastes and locally abudantly
available rav materials

- Require limited skills.

Categorize the 1ist on industrial trades, and range as
to expected priority.

£ ibilitie

- The 1ist to be distributed internally and to the
outstations, inviting to comments on individual
projects and to providing of futher project
possibilities
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Comments to the list should refere to :

. Knowledge and experience available within the
project

o Warning against specific difficuitieg within the
trade or emphasising on the needs

. Reference to information sources, available
project studies, literature etc. to ease the
project preparation

. Reference to potential clients or locations

. Bottle necks, and difficult available inputs

o Available market information and information about
suppliers of machinery and raw materials.

For each project estimate after only limited
investigations figures fors

Competitive price

Lowest economical sigze of project in terms of
production volume, manpower, investment and working
capital, profitability

Foreign exchange sgwings

Required efforts for preparation and implementation
of the project, multiplying potentials

Importance ranking of the project ( 1-5 ) based on
above figures

Difficulty in Implementation ranking ( 1-5) based
on time factor, technology difficulty, financing
problems/capital demand.

5. ZIemporary Priority Listing




7.

Selt

List the projects, ranking according to the above factors
in sequence of recommended order of preparation and
implezentation,

Delegating of Ucllecting of project inrformation

The information collection for the prefeasibility study
should be as brief as possible, tne much that one will

be able to quickly get only a rough picture of the
situation: Finding roughly product price, zaterial cost,
approximate cost of equipment, asoessment of labour cost,
and seing the market in general to be sufiicient and
seing that the requirea inputs cazn be expected to be
available sufficiently to prepare a very short presen-
tation as required for the purpose of expectiag the
project to be so prospective that a complete feasibility
study can be made and that the projeét can be given initial
green lights,

There is normally no reason for dividing this work between
different people or departements.

rrepare a pre feasibility study

The pre feasibility study

The pre feasibility study should be brief, normally

2 - 5 pages. It should not contain more than what is
necessary to roughly Jjudge the viability of the projects,
determining the sufficiency of the market demand, prices,
investment and a 3rd year profitability estimate determing
the break even point.




8.- 9. e d cle by th nded finance

The project should be approved at this stage before
preparing the final feasibility study, a approval which of
course will be subject to that no serious problems or
short-comings will ocur during the final investigations.
One can hence avoid working extensively on projects
which stand limited chanses of being implemented.

The project may as to its situation require approval by
UNIDO, the ministry and posibly also other institutions
dependent on ¢ircumtanceg,and by the local authoryties
Renewed approval may under certain sircumstances be
required ofter completion of the final feasibility study
{ . if the picture changes drastically.

10. Client Identification

When a brief study is available and the project in the
principle is accepted for financing, this is normally

the stage that one will identify prospective entrepreneurs
for the project,

Several ways may be used in seanching for, and selecting

the client including advertising, generally and specifically,
for interested people.

_The client must under all circumstances have the necessary
and best possible qualifications:

- The necessary knowledge and experience of the required
technology, (especially for smaller projects where no
manager should be employed).

- Being able to prove that he has the required equity

capital, equal to the working capital + the pre—
perational costs or at least 20 £ of total project cost
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12.

546

- Being well fit to establish him-self where the project
will have the most prosperous working conditions

- Having sufficient egbility to do managerial administration
of the project

- To the extent its is required, have availzble suitable
working premises for the project.

It is important that the client will tzke part in the
continued preparations and provide parts of the required
inouts.

This is in order both to make him cooversant with the
project, to learn him properly to know. whether 2e really
is well fit to manage the project, and to ease the job of
project preparation.

The client must be made completely aware and ne must sign
a document that the project is in no way committed to hia.

Priority listing of project.

It is expected that prefeasibility studies will be made

for many more projects than what will De implemented and
that one will have capacity of raking any complete
fea3ibility study for. A priority list for projects in

the pipeline for making full feasibility study, will always
be maintained and continiously be updated.

The same parameters as mentioned under (5) above will
apply, together with client and locationm questions.

Peasibili stu

Prefeasibility studies can au, time be made for any project.
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The final fexsibiliity study will in general oaly be made
for the project appering highest on the priority list for
approved projects.

The study will in general he prepored by the cne who has
taken main interest and taken part in the prepzarations.

The work may however be shared, and it should be expected
that marketing and engineering dept. will pzarticipate with
investigations and in compiling parts of the reports witain
their specific fields. Also is it expected that documen-
tation will take required part in collecting and providing
of required information.

The feasibility study should be sufficiently comprehensive
to get the necessary picture of the ecomomy and the
technology and function as a brief guideline for implemen-
tation of the project. Necessary data for financial judge-
ment should appear, but one should avoid filling the

study with unnecessary intormation. Simple and szall
projects with ebvious feasibility may always be much shorter
than the more complicated ones,

13, - 14, Location and planning of buildiag instadlation

If the location has not been clzrified earlier, the most
economical selection of location and premises will now

be done. One will if possible rather make use of existing
premises for lease or belonging to tne client.

Installations will be planned in conjuction with the client.

15. Financing

The project will not be committed to the client before;

- The project is finally approved




« Financing is approved

- The equity of the client is deposited on a joint account
with the finance institution.

The means of the client will be utilized before drawing on
loans.

-

16. Implementation Agsgistance

UNIDO will only give advice on the implementation without
taking any active part. It 1s however a condition that the
advice will be followed for UNIDO to approve disbursment
of funds. It is expected that the client will liase-with
UNIDO in all important matters of the implementation,

17. Iralning

The UNIDO training officer will at an early stage acgess the
need for training of personnel of the project and collaborate
with the client to ensure that possible requirements will be
fulfilled defore the project starts its operations.
Also he will follow the initial operations closely to see to
vhich extent futher training on the job or otherwise will be
required.
He will take the necessary steps to ensure that the required
training will be acheived. It is expected that the client

( will be capable of the required technology, management and

bookedping.-

18. Assistance duing start of operationg

UNIDO will not take any active part in start of operations but
vill at different times monitor the progress, identify loop-
holes, and take steps that the client will be guided accord-
ingly.
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The client will be expected to send § yearly accounts to
UNIDO. As far as these are satisfactory, no futher
actions are expected, while otherwise a monitoring visit
followed by a improvement programme is required.

21, Ruplication of Project

Before committing the project to the client, it will be
made clear that UNIDO will utilize the project experiences
for the establisment of similar projects elsehwere,
Duplication will be éncouraged as soon as it is felt that
the result possibilities are certain enough, .
Dependant on the technology and the economical situation,
that may occur at any stage of development.

Jakarta, 9th December 1982

Industrial Engineering Expert,

BE/EN
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SCREENING AND RANKING OF PROJECT POSSIBILITIES

To promote an industrial project, there are only 2 goals that the
project must fulfil; but these are very definite :

1. The prcducts or the services of the project must be of

value to tne societye

2. The sroject must be sufficiently profitable.

If the outputs of the new enterprise does not improve the situation
of the society, you should not promote it, even how profitable it

could te for ine ernirepreneur and his employees !

There are only 3 ways in which the project can be of real value for

the society:

1, That it menufectures products which the people really need;
products that makes life bettef at costs that are not

too high.

2. That the production substitutes importation-to save foreign

currencye

3. That the zroduction is being exported - to ain foreign
e P

currency.

If the project is not of value to the society; than leave it.
Do not promote it even if it meamns high profits for the entre-

preneur and gocd employment opportunities |

Cther factors are all related to profitability, including enviroun-
mental matters, which may require costs in order limit harmful
side effects,

For us particularly to devote time to project promotion, two more
conditions should be fulfilled. These are:

1. The project must be small scale. This means that the
required bank financing capital must be limited to a
maximus of . 75 million.




6.2

2. The involvement of working hours for the promotion should
npot be unreasonably high compated with the effects of the
project. Zence; projects making more important products,
projects employing many people, projects which has good
growth potential and projects within new technology on the
local level possible to duplicate by promoting further

similar projects, should be given the highest prioritye.

The furtner cuestions, more or less related to profitability, are

the following:

- Market considerations

- Technoclogy considerations

- Investment requirements

- Law material situation

- Employment

- Environmental and location situation

= Concluded profitability.
For the screening out of projects that does not appear sufficiently
positive, and the ranking of ti.e acceptable ones, the different
areas should receive reasonable attention at least within the
following subquestions, €onsidering the limited time which is
available one can obviously not go too much in detail, and finding

answers to the questions in the form of figures should be done
only to the extent that this is important in the individual case.

1., Market Considerations

- How big is the demand within the natural nearby market for
the products of the project and how does that compare with
an expected normal production volume of the project ?
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To which extent is the local market demand settled by other
local manufactures, through Indonesian production in general,
and how much is settled through importation ? Can the
required share of the market be reached comfortably without

too nuch strain ?

Which are the prospects on a wider market area, and which
extra complications will that involve in terms of freight and
communication ? Which is the export potential ?

How will the project be able to compete with the existing net

prices from other manufacture ?

How will the 2roject in general be able to compete with the
established manufacturers having long time training and

depreciated equipment ?
How will the project be able to compete in quality ?

How will the project be able to provide credit-facilities
for the sales, similar ®© the conditions offered within this
trade ?

Can one come to violate any patents, licenses, or other restric-

tions on tne product ?

2. Technology

It may be possible to establish the proziect within different levels

of technologye. One will normally try to make use of the
technology which gives the lowest cost per manufactured unit
under our local conditions. This will normally for us mean a

Semi labour intensive alternative with individual simple machines.

- Will we be able to operate the processess and to manage the

maintenance wihout too big problems ? Do there so far exist

any local experience to operate such equipment ?
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- Are we adding any new technology through this projest,

or are we only repeating what is already present ?

~ To which extent can the required equipment be locally
available ?

3+« Investment Requirement

What approximately will the project investment be:

- Process machinery RDP cececee

- Other equipment, tools, factory furniture, iransport

means; Rp

- Import fright, and tramsport costs to get the

equipment in position in the factory; FP escswvse
= Insteallation cost, electricity, water, etc.; Rp eevoces

-~ Building costs (only if necessary) or building

mOdifications; Rp eseeccne
« Working capital, net. RE eeccecce

- Pre-operational cost. All expenses before pro-
duction start incl. interests, rents, salaries,

training, etc. Bp sccccee

Total Rp XXX XXX

Can one expect the investment related to sales
volume to be reasonable ?

4, Baw Material Situation

= Are adequate raw materials of local origin at all times

available in sufficient quantities at acceptable prices ?

- Can one expect any of the raw materials to become
scarcely available, or prices to increase unreasonably ?
1s it possible that a 1icense or 5 gquota system can
come to apply ? Can one risk to be refered to one single
controlling supplier only ?
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. « Which are the normal payment conditioms in the trade ?

S5e En EO! !Ont

« How many people will the project require ?

« Will these people be available wita the required amount
of skill and training ?

- Will the project be strong enough to offer good salaries
and working conditions ?

- What will be the investment per employcee ? (Preferably
( under 1 million Rp)

6. Location and Environment

- Is the prefered location the placc where this procject can
be run most economi:ally ?

- Are buildings, electricity, water, drairage for effluent,
roeds and, transport, telephone and communication, as well

as employees accomodation sufficiently available there ?

- Will noice, smell, wastes, traffic, dust or smoke create

any problems in the local emvironment ?

Concluded Profitability.

( In calculating the profitability, the situation related to the
above questions are important.

If you have time and information enough, do a rough calculation
or estimate of the possible projects, if not, try to get a clue
about the economy situation within the trade in generale.
Contact people within other enterprises as similar as possible.
They will let you knmow. The rough calculation you can do as
follows:

- Yearly sales = Net sales price for the product to whole-
seller or other first link to be sold to, deducted freight,
sales tax, packaging, discounts, and commissions,




multiplited with

80 % of the no of products you expect possible to

sanufacture and sell in a normal year

Less Variable cost = Material costs, consume-

ables, electricity, and operators wages,

yearly

Less Fixed costs

depreciation of equipment (10 &), interest on

Gross profit

g

Salaries, building reat,

total capital in volvement (11 %), maintenance,

office expenses, sales cost, transport,

insurance etc.

Net profit

= Rp

= Rp seerreree

From this you can calculated a few economy parameters

for comparison with other project alternatives:

Profit on sales =

Profit on

investment

Break even

point

Net profit X 100

_ Net profit X 100

Yearly sales

- Fixed costs X 100

Total investment

Gross profit

XXX ENX XN ] % (Prefer"
ably over

10 %)

(Prefer-
ably over

30 %)

ovesnoBOe %

(Prefer~
ably under

65 %),

ceoecoonGeS %
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Any project being determined as not required or not acceptable
for any of the parameters above must be concluded as not

acceptable while the others are acceptable for the further
investigations to follow.

It might however, sometimes be worthwile to look into the not
acceptable projects once again: Why is it not acceptable ?
What can be done about it ? May it be possible to alter the
project to make it better fit ? Can the product constru;tion
be improved ? Can different raw materials Or a different
technology be used ? Can the location be altered or other
steps be taken ? And how can the profitability be improved
upon ?

It is always possible to change and improve a project at this

stage !

Project Ranking

The projects accepted in the screening are rore or less

important for the society, the profitability and the works
imvolved varies from project to pro:ect, itne preparation work

can be more or less, and the project can have bigger or smaller
ring effects. In one project can it be easier to find prospective

enterpreneurs and locations than in others.

It is therefore useful to rank the projects which have been
accepted in the screening for the sake of putting first

of all the main emphasis on promoting the high priority
projects.
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The ranking can be done in a table like this:

-
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(
) 1.
. 2e
3.
4,
5.

(

We propose to limit the parameterss to be judged to the 5 which
are specified in the table. Values for the prospects of the
projects can be filled with any scale as desired, e.g. a simple
1 = 5 scale for each of them., Priority making should better not
be done merely by adding the points together, with or without
applying a weight factor to each of the parameters, without
rather comparing the scores and adding up with discussion and

common sence !

Qggortunitx study and grefeasibilitz study.

In preparstion at least of larger projects is it common and

useful first to prepare an opportunity study, and there-after

a pre-feasibility study.



6.10

The opportunity study is a roughly worked out economy comparison
of several project opportunities. The aim is tc find out which
of the opportunities offer the best prospect in terms of pro-

fitability and other requirements.

The prefeasibility study to follow use to be a bit more thoroughly
done study, for the one selected project, to determine wheter the
expectancies are within reach. Only when being fairly sure of that,
is it that one usually will go ahead with a fully pledged
feasibility studye.

In our small scale project case is it now up to you to judge:
Have the investigations been so throughly done and are the
observations so safe that we can go straight ahead with a full
scale feasibility study, requiring work and waiting time for
several weeks to come ? And are you also confident enough, that
the right selection and priority making is done ?

If you ansver is uncertain, is it better to work through the

highest priority project once again !

Jakarta 26th February 1983.

e

BY Eidsvig, K
Industrial Engineer - UNIDO.
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CREATIVE WORKING TECHLIQUZ.

Creativity is the ability to develop and utilize new ideas, to create
new bettee situations.

Your creative ability is dependent on

1« Inbormn fantasy
2« Rational working techniaue
3« Identificaticn of, and freedcr Zrorm hablit thinking.

An open rind.

Cf these, the 2 last factors are the mcst imncrtzni: That you are not

creative enough; that you do not see the orrortuzities for betiwme
solutions, develop and icplezent them; is rct Lceczuve you are lacking
fantacy. It is becauce you nave stopred uzin- i, :ini bLecauce hablival

thinking have depressed your imaginative tuin:irn -

JORKI TSCHLIGUE.

Rational creative working technique must fci_cw =z logic seguence.

You will not start developing ideas unles: .-vi..: ~ade clear to your-
self what their objectives should be. “he i ::...o5 you lar down
nust also be related to the situation that rcguir: improvement,

It is also not practical to judge or seiec* . :-: ‘r to worx furtier

on them before a reasonable numier of iuex~ ... czen develojed.

The following sequence has proved to be tseful:
1« Collect information
2. Jetermine the required funciic-s
3, Develop ideas (Brain storm)
Lk, select ideas
5« Develop solutions from the best i:
6. Cost calculate the alternatives
7« Select Solution

@

1 Collect Information.

First make sure that you know the existing situation.
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Collect the information you require to have a suflicient ricture of the
vresent situation. Dependant on the study ob’ect, ihe reguirement ray
include; costing, technical situaticn, alteraatives available on tke
marxet, raw material or seasonai nroblerns, sh.rt-comings, diificulties,
market coverage and what ever is importan! to .iznow about the present

situation.

2. Determine the Recuired functionse

“hat to expect from the new solutiors, should te clearly azi consisely
defined. The iZeas to be socusht shouldi clearl: zim at covering theze
furctions. deace it is the functions which ore zhould try to sover
that zcre important to identif:r, not only thoce that earlier solutions

cover to a higher or lesser degree. For exanile, new industrial
v

projects ir Indonesia siould cenerally az =uch ucssisle satis the
followin: functiongs:

- Save or rrovide foreign currerncy

- Kake life better for the ordinar: inconesian peorle

- Limit the caritai reguirerentc

- Give emzloyment and incowe to recric

- be safe agzinst ccllapse and navin. potential for growth

= Utilize available local rew tste:izls and rrevent

exploitation of scarce rescurces.
- Have managceable demands tn gk.ii, ncusing, power and

other inputs

- Prevent too big seasonal variationcz.

It is imrortant to identify tne real soal:z, arn’ we should avoid
functions that merely specifies particular wz;s o7 solving the
problems. Hence in the examnle above it is e:lo;ment income, growuth,
potential, and safety that are required sore tia: nrofit sargin.
Further, saving of foreign currency car ic .o..e in many ways, ari is
what counts, more than just thinking of export. similarly to cover
the needs of the people is better goal t.a: marely identifying a

market potential,

o e———.
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3. Develop Ideas.

Most of the time we are using our creativity and solve prodlems in-
dividually and separately, aund that has most cften to e so.

Some times is it however very useful to sit together in a small greoun
of 3 - 4 people to spin ideas (3rain storm). The positive interaction
between different peorle will normally help divertins from too trazZiti-
onal thirking. Whether spinning ideas alone or in a Zroup; use the

same princigles:

1. nention all the ideas you can thaink c<f, varue or well
considered clLes, realistic ores ani also those consizerea
nore utopic and wild.

2. List all the ideas on paper without anr screenin=s

3« Vo not critizise any of the Zdeas, but tnink how »ou :zan

L'

improve upon them. A poor icea can rezd yoau to create & new
and better/one

4, Kake mgz ideas, at least over 30, very well 100,
Do notAstOP because you think you have got cne idea that

is brilliant.

. . - . A .> . . .
Wwhen woring in group, it is of course important that all the
‘-
rarticivants are well informed in advance and have got the list of

functions (which may also be improved upor)

L, Select Ideas.

Go through the list of ideas. Look first at the most untraditional
ones ani the simplest ones, those involving less costs. If they have
seriocus short comings; consider how they can be ioproved upon. Your
job is not to determine what is impossible, but to change and develop

the ideas, and from there to create realistic solutionse.

S5¢ = 6, Develop Solutions.

Having worked on the ideas and found realistic alternatives, select
initially the few ones aprearing having the best potential in terwus
of simplicity, low costing and function cover; develop them into

solutions. Than calculate the costing before finally selecting

alternative for ioslementatione
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7« Select Solution.

The selection should always be based on a weighing of how well the

final solution covers the required functions awzaiast its costing.

It is important that we reach a best possibie solution; i.e. that we
can cover the required functions as b2st possible, but it is also a
question what are tne cost involed. Very o ten cne will find that the
best alternatives cost less. But when cost increases with quality, a
judgement must be done, carefully weighin: cost against value. It is
hence advisable to quantify with figures toth the cesting and the
value side, making clear the extra costs fcr =aidei value.

The working technique, as explained abcve, csn be aiavted to the unlike
working situations and problems that require creative thinkinge. One
will normally kcwever find that no much clan ¢ ¢of the nethodelogy is
reguired. 3hortly spoken; the techmique Is tnis: et <o know the
situation and the purpos - lake many ideas - Jevelop the ideas
further before you judge them = Weigh cozt a~zinct value when you do

final selection.

AN OPEN NMIKD.

If you in addition to adapting a raticra creative vor«in; methodology dj-
can develop an open mind, you will be uniigel: more creative than
before | .

You must than first come to know what dlccxz rcur rmind so that you
can work actively on improving first of a:l your attitudes !

The most serious hinderance is your ha:it thiniinge. You cut of{ your
own and other peoples good ideas with viewrcints you have adapted
from past negative experience, from what you thinx is expected of
you, and also simply because you are lszy ! You norrally prefer to
find out what is wrong with the idea, and to ;ive good reasons for
that, rather than involving your brain in “inding out whether what you
say really is corect, or in finding out h¢w ke idea can be adapted
or modified,




75

You are a manufacturer of "“Stumbeling stones and use them as your
tool to prevent further involvement |

Here are some of the usual stumbling stones:

- That is not the way we use to do it
- It does not conrly with the requirements in Indonesia
- It is pot within the frame of the Govermment policy
- 1§ it nad worked, somebody would certainly have dome it
before.
- Why chance ? We are satisfied the way it is now
- You hzave not been requested to inveive in this
= Cur situation is different
- You F0 nct know what you are talding abcut
. - all cur excerts nave alreadr loci into the uatter anc
aprroved it.
- That is nothin; new, we have alrezdy analysed the situaticr

- It dces not fit into our existing rnlans

€4,

- Certazinly it is a good idea, but you seer not to unders:an
the provlems that are implicated.

- Somebcdy *ried it. de failed comrletely

- It krow it will not work.

- Oh yes, you are very right, it would have been good if
only we had the capacity.

= That is already in our budget

= I will think it over. You will hear from me sometires.

= I do not like it

- Just now we are too busy.

You have certainly felt fustrated when others have used these expres:zicns,.
Can you now watch vour own steps too see that you yourself will wuse a

rmore constructive approach in the future ?

Jakarta 21st aApril, 19-3%.

] .
N . e e
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3jprn Lidsvig,

Indust-ial bnpireer ullii,.
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LISTING OF PROJECT OPPORTUNITIES - SCURCES OF FiCcoECT IDEAS

Before starting to work out a comprehensive feasibility study for
8 project is it important that we select the most suitable project.

Yie should also not select a project without first listing the projects

which we could consider as possibilities, That ic -c maike sure that we make
our selection among the best gpportunitieg, It is therefore very
iaportant that we as far as possible list adequate projects that can

be implemerted under our umbrella.

To give this a flying start we have encloged macde z list of 280
projects, roughly criteria-evaluated and wit: a trie? description
for many of them.

This 1list is however not in any way exhaustive anc we would prefer

if you can prolong the list with ideas from your cwn and other sources
before doing a rough selection of a number of thex Zor further
studying, screening, and ranking.

The question then arises; where will you get the croject ideas from ?
( Again our list is not exhaustive but we can indiczte a few sources

you can consult with at an early stage (preferablr in due time before
any assembly).
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1. Use your own tion

Vhich projects are the country or tre locel community

lacking ? What can be made from locally available raw materials ?
How can the working progremme be enlarged for the local

existing industry ? Which technologies do the local industries
represent ?, Which technologies are lacizing or weakly repre-
sented ? What is lacking in the rural scuse-rold and what can
make life easier there ?,

List everything ycu have in nd;d ard lezve the judgement as

a next step !

2. Go_through commodity lists

The ISIC industrial project code ic availables 3o through it
crossing out projects worthwhile corsidering. The going through
price-lists and stock-lists of certair iraders as e.g hardware
merchants, may prove to be useful., Go itlrough trade cataloques,
go through directories over commodities ané processing
machinery from foreign countries. °

Go through the telephone directory yellow pzzes. What should be
duplicated ? What should be improved ? hat should be locally
made ?.

3. Go through Import and Export statictice

The official annual statistics for Indo-esia for export and
import are quite detailed and comprehernsive, specifying
costing and quantities, distributed on individual local ports
and on corresponding countries. Which of the products in the
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import list should we corsider to manufacture ? Which of the
exported coomodities can we manufacture more of, or rather,

which of all the exported raw materials should be processed

and nade into finished procducts before exporting ?

Visit shops, traders and Super-iiariets

Go through the slelves, Vhy do we see all this imported goods
that we could better make locally ? iiake notes as you go
through ! Discuss with the traders and the shop owners. They
will tell you what 1s fast moving, what can ot te obiained
locally, and what they have had in rniné tucm-selves for local
production.

List the agricultural products and the asricultural wastes

How can they be better utilized ? A1l agriculiural wastes
and crops can be developed into hig: value products, Which
are they ?

Utilize the town wastes .

What goes infto the dustbins in irdustry ané nouse-hold can
all be recycled to create new high value products. Look into
the dustbin, list the content and its uses !

Talk to the Industries

What do they require of under supplies ? "hat i3 not adequately
available for them today ? Which of their wastes can be
utilized ? Which product ideas have they had in mind for
them-selves ?
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List groductslgrojects to fit for under supplies

to major assembly industries as car and vehicle assemdly
industries, motor bike industry, bikes industry, engines

and road working machinery manufacture,electronic, radio,
television and telephone industry, anc azricultural machinery
industries. Study the assembled produc<s and see for your-
self what can be made.

Go also through the directories of Inlustiry in Indonesia.
What is lacking. Who should have under supplies ? What should
be duplicated ?

Talk to financers, technology experts ané institutions

Banks and other financers have projcct ideas. They get many
proposals for consideration. mecanclc s experts know tne
trend within their trades and are ir coatact with foreign
parties. Research and other institutes seerch for existing
and new products and methods, test theu and get many requests.
They maintain opportunity lists. Govgrn:ent promoting offices

are also supposed to maintain opporiunity 1lists. (Do you?).

Which local skills are available ?

List them and consider how they carn be utilized %o make new
important products.

Talk to the gotential Entrepreneurs

Which projects do they have in miné ?. %hat would they
themselves like to start manufacturing ?.




Liany others can also propose important industrial projects.
List it all down.

After having the long list ready, sort out the projects that you
think will have major interest in your caze. Fick on those which
are much needed in your area and are in short supply, are imported,
can be made from local raw materials, fro:: wa:tcs, are not too
difficult to make or cemand too high canitzl, tle-e ones introducing
new needed technrology, these utilizing local siiills and these which
can fit within existing buildings.

The list mey still be long, shorten it slowiy dut do not tirouw
away any idea ! Finally you will have to éc furiher investigation
and screening of sore few selected projects.

Please see further notes on the proposed prcceiures Tor screening
and ranking .

Jalarta, 24th February 1983
)

\‘é"‘f‘ 9»0

BJOR. ZIDEYIS,
Indus’irial Lngineer -~ UNIDO.
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IDENTIFICATION AKD SELZCTIUR UF EGTREPALLZULAS.

Unless getting a first class entrepreneur, thq best project can

be turred into a disaster. Therefore, start in time and see that

you get hold of the best possible candidate to izzlement the project.
You must start searching for him as early as vossicle because you
will need time to know him sufficiently. You o will need to have

a good number of applicants from whoz you cazn se’ 3¢t the few best

as potential candidates, and from whom you finally azsain can select
the one who after some experience of the few, prove to be the most

potential among them.
You can divide the task into stages as follouc:

1. aAnnouncing that applicants from poterntial entrepreneurs
to take up projects,or one particular project, are

required.

2. On request from interested peorle yrovide them with
initial informaticn, prefersbly bcthr wuritten and verbal

and an application form.

3. Select the apparently most prosueciive from the applicaats

and call them for an interview (Z... 12 people).

b, Interview them and let them if tney 5till appear prosvective

do an entrepreneurial aptitude test.

5 Select a few (e.g. 3) condidates for ihe rroject and inform

them separately about the selection.

6. Give them individually small task:c related to the project,
preferably one task after the otner. That may assist
you in collecting required information, and more important;
it will help you to know the carndiidate: bet.er and make

a correct final selection easier.
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7. When the feasibility study is ready, select the most

. potential candidate, inform him about the selection
and give him in writing a time lizit for the solving
of initial tasks of project ioplementation, including

securing of project financing.

8. When this is fulfilled and imrlementzticn has started,
inform the other applicants in writine accordingly and

request them to inform you;
a) whether they want to withdraw the application

B) whether they want the applicatior tc be pending a
possible later duplication .f the sroject or any other

future available project, or

c) whether they want to seni = frs. n zrrlication for a

. particular project of their ownr proposal
Cn the above we c=zn comment further asc 7ol ows:

1. Announcing projects.

The project can be announced in a nonconzitting way, separatc

or together with other projects, when tiaerz is a clear intention
to complete the planning of it. It i: under nc circunstance

wise to wait until the planning ic ¢ore. That would prevent
possible assistance from the clieniz, it hinders learning then

( better to know, and it creates dan -:rous ielayse

Several wzys o0 amnouncing exist, :n: i: sesms necessary to

gain some experience to find out which wus 15 betters. The

following ways can be mentioned, bu: othcr alternatives also
s exist:

on
A. Pass the information‘to Known rpotecntizls and to colleagues
and friends for them to do the same. Uze also the internal

notice boards.

B. Make announcement in the internal :=IFIE bulletin and possibly

in a trade journal.
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C. Send circulars to those who have aprlied for rrojects

earlier, supposed to appear in you register.

D. Announce through the PELILIK representatives ard the TpL®
for them to encourage first of all people with known

potential and to announce the matter irn ratherings.

E. Announce equally through the Village chiefs, and for thenm
also to inform the local LPMD bcard to notify prospective
people.

F. Announce to relevant schools and training imstitutions,
where the students may be suitabl; qualified to rur the

proiects in question.

G. Announce through local newspazerz ani .. rrogramntes, pre-
ferably rather in the news co..ounicatil: inan as an

announcemente.

Have in mind, during announcecent ani .uring selectica of channels
of information, that you are much more intercutied itc reach the really
potential clients rather than getting =zprlicszticus Iroo sany

people with low potential.

The announcement should be sent or hznici cuz as a circular writing

instead of being communicated only verivzilye

Dependant on the project the announcerent mar contain some rough

information about:

Type of project, or products tc .vc [.n.e

Suitable location(s) for the project

Anticipated financial requirenierntcs

Requirements to the entreprencurs

Anticipated number of workers

Building and power requirements
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. - Possible specific dezands of the rroject

- Encouragement to apply, and infcrmztion con =zpplication

procedure.

2« Provide information and reguest for .ipvlicsztion.

Provide the information which is rezuired. If the applicant
has no potential, let hin know, otherwice le¢t him have the

required apslication form znd inforr zbouz the time lirmitation.

The application form may contain the following information

( questions/requirecents:
. Ae - liame, aduress, telepnone, date ~;e =r: .2 nzture o7 the
apprlicant
B. = Which project do you primarily arnl: fur, zni which projects

L)

are possible second and 3rd choices

C. = If you on your own have identifiec an: :-roject possibilities
and want our assistance in plannin; or I:rlemeantation, than
mention this (these) project(s) sesarzi:_; and give as many

details about the project(s) as possibi=z on = separate sheet.

M I3
D. - Specify if any, your knowledge/exzerience within manzgezent

of manufacturing or trade.

E. =~ Specify if any, your xnowledge/experierce within the

technology of the project and of other relevant technclogies.

F. - Specify if any, your knowledge/exuerience within bookkeeping

and economy control,

Ge -~ Describe the personal qualities you think that you have,
. that makes you especially fit as an entrerreneur for the
project.

H, - Describe similarly the personal qualities you think thet
you have that make you less fit to run ihe project.
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M.

N.

P.

Q.
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Se.
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Describe your present occupation or work
What is your present yearly net salary or income ?

Which other activities are you engaced in and vossibly

which honorary positions do you held ?

If starting the project will you continue witz your

present jobs and assignments ?

Do you intend to start the project as a sole procrietorship
or in partnership with others 7

Who is intended to manage the rroject and what will be
your position ?

Where do you prefere to locate ths rrojec: a.\where do

you presently live ?

Which is the capital you can invest ir +22 vro’ect which

¢!

you have ready available yourself ?

What would you consider being prescntly a zuitable size

project for you to run in terms ¢Ij;

- total capitsl inveszT=. Ap

1
&

pumber a peorle en_arci

yearly turrover'in 2}

ey

size of buildins arez, i

Which do you consider being the rozt ir-ortant preconditions
for the project to succeed ? (zarz 1C of them in order of

importance).

Which assistance do you require to ue aple te run the project

efficiently ?
Why do you apply for this particular :r:oject ?

Any other informatiom or councents tiat you consider important

for the judging of the application.

References.
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3. Select the most prospective applicants. for Interview.

You can from the application onlxr get = vasue clue about the
fitnes and personal qualities of the aprlicantse. It is normally
easier to sort out some obviously unfit cores, thaf to

determine any-body as fit . An intervew 3. ihsrefore necessary.
To end up with 3 selected potemtial candidates, it may be
appropriate to call 15 for interview, expecting 10 - 12

of them to turn up.

Go firstly through the apzlications znd sort cut the obviousiy

( unfit ones and mark the answers in the rezt of the forms with,

j~

(2]

+# or a - mpark as they appear fit cr icutifu
- If that by itself is not sufficient for z :_zar selection of

candidates for the interview, than fill ti:z scorez for each

o

of the applicants in the picture intoc « IZ:rm 1like this ¢

(Mark 1 for 2 very doubtful situziier znd 3 for an expected

ideal case).
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Do your judgeuent ;1 = 5 score for
?}eply to the'¥* ®iapplicant no.:
following 12 3 "4 5
questions :

Applicant - Judgement of
functions ¢

- May he have a sufficient back

ground within management ? C o F R
- May his technology back-ground
be sufficient ? = 4 I T
- May this type of project be
{ fit for him ? 3 C h o, T

- May this size of »roject be
- fit for him 7 A

i
a
]

- Can the rroject get a suitable
location ? A K I C
= Is it likely that he will have

the required resources ? 'S

J I %

- Zoes he appear realistic and
honest ? C ¢ kE L x 3

~ Does he appear sufficiently
motivated ? c 35 =z

{ ~ Is he working suitably

independant ? G = K 3

- Does he appear being matured
and hard working enough ? COo23 L HR

. = Can he be expeeted to :

engage himself fully ? G ¥ I J K L

S U 5 C C R E
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- Your over-all judgement is more important than the sccre in
points, and you will also be aware that any judrezent at this

stace may be very wrong !

If necessary you can call on references for clarification.

4o Interview and Test

The aio of the interview is to determine as well as possible
who will be best fit to run the project and to make a sucsess

out of it.

To the extert that this can be deterrinec tarcugh interviews
no tests are required. The judgement nowever iz 3iSfieult erd

some tests czn sometizies clarify the siiuztion setier evern if

. that is also far from any exact measurezcnt.

. Interviews are some-times done by iniiviiuals ~nd souetimes by

pane.s. Whithout doubt the most ef Zcicut i: it when the

I'q

interviews are done by more than ore iniividual, separately
and comparison and discussion is dcne Tirst a“ter recordicg

the scores individually.

The importance of different personal atilities varies from project
to project and it is often difficult %c deiermine which ability
( is more important than the other. The raczinz we have done below
must therefore not be trusted toc rmuch, but the necessity
of cornsidering these factors may ir itzels nhelp to clarify

the judgement of the cozdidates.

g Accordingly, we can indicate judgin: ana scoring as follows:
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Scoring anc points for appliecants
Lo.: RIERRE No. :
Score |Feintz || Scere|oints ﬁcorelPoints
14

Performance weight

Personal fitnes 5

Ability and Understand- ;
ing of Management 2 '

requirencents

Ability and understand- : r ,

ing of technology and 1 !

processing

Ability of sales, and

zarket knowlecge 1 '
i
i t H
! availability of reguired : '
i y q
l : :
| resources 2 . i :
e i — :
5 ; - b
. 1 [
Total points i i '
! .
The question of personal fiipess is corm ozec ¢ ver; dany different

characteristics. We have asumed the fcllowin zre

[}

ceing the major

civen lizited weight.

requirezents. E.0. risk taking tenderncy :i:

Going to the extreme, a gambler may stil: be zble to ruin a project
in a few days. That indicates that ary rrcicr vaZuation can not be
done in a simple schedule like this arnc the overall judgement is often

pore important than the score in figures. 3till we expect that the

exercise will be of some guidance.
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. Specification of Persoral fitnes.

l
: Scorins and points for applicants
* T
Ferfornmance deight wo3 . Lot ‘1ot
V 1 ¥ R
Score Pcirts ScoréTPoints Score Points
1. Determination S
2e Initiative 4
3¢ Creativity 3
(
4+ Industriousnes 3
) S5« Common 3ease 3
. 6. Serse of economy and
proportions 3
]
7« Decision zaking
efficiency 2 .
. Responsibility and ;
Zonesty 2 o
%o Ability to utilize 2nd . ¥
ecourage others 2 ;i
i '
¢ . 10, Ability to sell products 3
| and ideas 1 '
| :
11. Risk taxing tendency f 1 '
' : !
| ; ;
! J J
i l N, S HN
Total points ~ '\\ N
| :
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The Interview

The aim of the interview is to learr to know the person and
to determine his fitnes to run the project; to find outdtne

scores on the listed performances.

In the interview discuss about the iroject and find out his views
and his personality related to the required performances.

His score must be judged on the total izsressiou after seing his
reaction to a multitude of guestionse. The Zollowing notes may

assist during intervew and evaluaticni

Determircation: How determined is he to rezch the goals he sets
for him self ? Does he take a no for on 2nswer and easily gives
up 7

Use questions as: What will you do if you willi not be selected
for the project ? If tne bank says rn> t¢ financing ?

If you will not be admitted in the iniuczirizl estate ? etc.

Initiative: To what extent does he o= =iz ewn decide to take
action when ii is required ? Use qu2ztic:s as:
Who do you think should investigate about warket or raw materials

for the project ? What does he thini = it .atters as uneven

local voltage, unstable water susplr ~*-, Lces he intend to take
any initiative if such nmatters will crezte zroblems for the
project in the future 2.

Does he make proposals on his own ? Zous ne take any lead in the

discussion ?

Creativity: Is he in the talking prorosing ideas how %o solve
problems as well as possible ? Ask kin guestions as:

If the market will be too limited wren already started, what

will you do ? Which other products co you tzirk this project
could make ?

—— - ———————— 3
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Industriousnes: How hard working is he ? How far can you

discuss with him before he gets borei or wzant tc wind up ?
When does he start and finish his worzing hours ? How well is

he able to concentrate on the irportzrt torzics of the discussion ?

Common Sense: Can he find simple arxi Jeod colutions to small

provlems ? Is he logic and constructive in his reasoninz ?

Can he see reasons behind actions =2=d situz.ions ?

Sense of economy and proportions : Show :i.. 2 temporary chert
of the running cost budget for the project and ret his evaluation
and reactionse.

Decision making efficiency: Is he tuo s=iow ¢r too quicx in

making deeisions ? Has he made sure he hz= -  the necessary

information before taking his decisiuns ? as:t him questions as:
1f we offer you the project, is it sure rcu will take it ?
Are you prepared to sign a contract now 7 Car you agree on the

selection of machinery now ?

Responsibility and Homestvs Is he cori:fin: himself too

easily ? Find out how much he can icvest, 3ez to which extent
he is willing to commit himself tc Z:ve:u: sa:° 20 or 50 .5 more.
See to which extent he will conmit zirmsz2if to implement the

project quicker than possible.

Ability to utilize and encourace othcrs: 1z ne able to delegate ?

How will he go about doing all the rrexzaratory work for the
project implementation ? Explain hir how it will take time for
him to do all what is needed. See his reaction on thate. Which

promises has he now been able to rzke rou five about the further

proceedings ?
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Ability to Sell Products and Ideas: Is he convincing in his

talk ? 1Is he friendly and positive ? Do you trust what he
Sayse Are matters clearly deconstrated and make obvious for
you ? If he can sell himself, he can certaianly also sell his

products !

kisk taking tendency: Do he reguire too much security ? Lr is

he too much of a gambler ? The 1last is much more dangerous

for the project than the first | Does he take part in games where
morey is involved ? Does he easily accept the idea to participate
in continued preparatiorns not knowing if he finally will be
selectedE How would he have reacted to pay an application fee
for the project if it was required, not knowing its fate,

and not in order to increase particullarly his potentiale.

Hdow much coulc he have agreed to ? You can judzse well from

that provided he is honest.ksimilar questions can be asked to

5

find out his knowledge and understanding within managenment,
technology and market. Some quick direct questions will often
prevail whether he has reasonable knowledge or not.

If the candidate can not be screened out as non potential

after these questions, give him a practically oriented test,

at least within these 3 last mentioned topics where one can
find straight answer to questions ana relatively easily be

able to measure performance.

The .Qests, especially for technology and market, may be nmade
according to the specific requirements of the project.
Questions should not be about definitiongor expressioms, but

geared to sort out whether he would be able to act wisely !

Select Candidates and inform theme

As indicated, about 3 candidates should be sélected from the
interviews/tests. To have more than 1 candidate is important,
because the one may easily fail, and the project will be

endangered. It may later on take too much tire to select

and come to xnow a {resh candiicate.
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The 3 cardidates should not be rarced, but appear with equal
chances. A ranking can core easily be done after some time

when learning them better to know.

It is hoped, that the above sroceaure willi do the selection

of the 3 candidates possible without waking too big aistakes.
One will get the best possible clue if 3 different interviewers
compare their notes after separate interviews. If there is no
sufficert tine for that, at least the one and same person

should interview all the candidates on the same topic.

Irform the 3 selected candidatess. Do nct let them xnow each
other, but let them always know that they represent 1 of 5
possibilities nd that the project in ro way is comc:tted to

them or can take any responsibility for them what so ever.

Give the Candidates Small tasks related to the project.

Tests and interviews may sometires be very misleading. It is
too easy to fail, measuring their abilitr to convince about

own superiority, rather than measurin: the real qualities |
When giving the 3 selected cariiuates tasds, one will see
whether they live up to the irrresscion cne got during the
interview. The tasks should not be too big as that may make

too tight ties to the project, and the tasks should rreferably
be related to the candidates own conrection with the projecte.

The following tasks may be useful:

Prepare a list of possible rremises. Give us a letter froo the
bank or the landlord confining that tney will accept you,

specify your connections within the trade and give data about

them, specify the list of equipment as you prefere it, etc.
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7« Select the cnireprereurs.

Wher the feasibility study is ready, the entre:reneur nust
be finally selected and an application for finzncing sent to

the bank immediatelye

The selected entrepreneur should now receive a letter committing
the project to hir and specifyiung the conditions and time limits

that he nust conrly with.

The letter must alse state that if conditicns are not fulfilled
( in time, the :zroject may automatically =ud without further
warning be taken frorm him and passed to other candidates, in
. which case the croject will mot in an; w.. , .conomically or

otherwise, be liable to him.

8. Messace to other candidates and applicants.

The further applicants and candiiatez should first cet the
final message, whern implementation h@s started, that they will
not be considered for the projeci. Get ic znow from them whether
they withdraw the application, whether ther want it pending for
a possible project duplication to e co.-iiered later or ancther
project to be offered, or vwhetzer trer want to apply for a

particular project of their own rrerozal.

Jainria Nrch 1933.

/ L
. 7:5 . '\> ﬁf;1‘<::
A
/
Zjorn Zidsvig, ‘

Industrial Engineer -~ UKIDO.
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AIMS OF THE FEASIBILITY STUDY

When preparing a feasibility study, the task is not just "to
write something" about the project,to make it look good,and to
satisfy the requirements of the bank, To make a feasibility study
is to comstruct, to shape, and to tailor a best possible industry,
not so much see if the project is viable, as to search for the most ]
viable or most profitable solution., The difference between a good
and a poor feasibility study is the differen:- between good and poor
choicese It is the difference between good and poor industries !

Hence,the feasibility study must give the best possible answers to
the following questions:

1. How should the project be made ? What is the best and most

economical solution within the following areas @

Product execution and product varieties to be made

Selection ef technology and production equipment

Deciding on capacity and proauction volume 1

Selection of location, building arrangement and lay out

Selection of ownership and management

2o Is it profitable, and is it more profitable and beneficial
to the owners and to the country than to involve in other
investment alternatives ?

3. Which resources are required, especially as regarding capital
and financing, building arrangements, rav materials, market
and sales organization.

h, To be a work plan, a construction guide, and a time plan
for establishing of the project.

5¢ To serve at informing others about the project, including the
authorities, the sponsors, and the f’nancerse

Jakarta, 1 June 1983.

UNIDO I 78/' '

.o" . ‘

g <Inc
Bj¢rn ' Zidsvig,
TrAw—tw=igl Enrineer,
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FEASIBILITY STUDY WORKING PLAN

Proposal for a standard plan for the content for preparation
of feasibility studies.

1.  INTRODUCTION

Short description of proposed project and articles to be
manufactured and/or services to be offered.

This should high~light the following:

(a) Motive for the proposed project e.g. import substitution,

export oriented, unsatisfied local demand, subcrontracting,
etc,

(b) Summary of important findings like profitability, employ-

ment creation, proteetion requirements, location, etce.

2¢ SPONSORS, CLIENTS OR APPLICANTS

A. For New tailormade Projects:

Where the sponsors or applicants will be owner/managers, state:
(a) Name(s), Age, Nationality/Resident Statuse

(b) Present Occupation

(c) Proposed Ownership structure;

(d) Management and technology qualifications and skills

(e) Relevant experience in particular industry or related
industry

. (£) Present Bankers, credit worthiness and ability to raise
the required contribution and timing.

(g) Evaluation of the applicant and need for further extemsiou
services (engineering, marketing, etc.)
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Where the sponsors or entrepreneurs do not manage the

enterprise, acceptable key management and technical staff
should be identified.

B.
(a)
(b)

(c)

(d)

C.

(a)
(b)
(c)
(d)
(e)
(£)

(g)

For new open projects.

Project capacity related to market demand

Recommended location(s) for the project and limitation
in the number of - projects

The need to start of with pilot project(s) and recommended
location of this (these)

Requirements to the owners/managers regarding management and
technology skills, capital contribution azd building
availability.

For ansion/Modernisation of existing industry.

Nature of present business

Date and place of imcorporation of company
Principal shareholders
Names of Directors
Location of industry

Number of employees; management; techmical; skilled;
semi~skilled and unskilled

Operational and financial record.

(i) description of existing facilities
(41) annual volume of proauction and sales brokenm down

by principal product lines for at least three years
(i) trends on sales and prices
(40 utilization of productive capacity
(v) audited annual accounts for past three years
(vi) Bank reports and statements
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(h) Evaluation of the applicants fitness for the proposed
expansion, and when required, proposed or conditional
changes in the structures.

3. THE PRUDUCTS AND/OR SERVICES

The following should be highlighted:

(a) Product specification. The limitation of product varieties.
(With justification)

(b) Mention allied products that can be substituted (when
applicable)

. (c) Mention other attributes of the product and its effects

on the consumers or population.

4, IMPORT POLICY

(a) Specify existing import procedures and import conditioms
the product.

(b) Specify existing import procecures and conditions for

imported rav materials vsed for the proposed projecte.

(¢) Show anomalies that may exist between the tariffs for
products and imported raw materials.

5. MARKET ANALYSIS

5e¢1 Present Production and Comsumption

(a) To which extent is the proauct manufactured locally and
imported ? If manufactured, give names of present
sanufacturers and if possible how much they produce.

(b) Specify capacity utilization for the local manufacturers
and the competition situation on the market.

(¢) What are the present distribution channels or organization
for sales ?




(a)

(e)

14

Mention quality of proaucts presently produced as
compafed to imported ones.

1f products are imported, mention quantities imported
during the last 3 - 5 years.

5«2 Demand Analysis and Projected future Development.

(a)

(b)

(e)

(a)

8pecify and justify the existing total demand for the
product within a specified potential market area for the
Project. Specify geographical variations in the demand.,

Iry to arrive at so correct and justified figures as
possible preferably through 3 different methods. Specify
the information from the market and compare the figures from

the different methodes of observation.

Dependant on the situation some of these information
sources may prove useful:

- Direct contact with the manufacturers or a number of them

= Data from import, export, and manufacturing statisties.
- Trade organization information

- Importers or traders inforrationm.

=~ Pro capita consumption calculation, based on; income
spending statisties and income statistics, consumer

interviews, quantity of units to be serviced, etc.

- Comparison with figures from other geographical areas
or other countries.

= Comparison with other proaucts
= Limited test sales.

Specify seasonal variations in the demand, and possible
other variations.

Specify possible unsettled demand. Judge the certainty
of these guantities.

Estimate expected change in the total demand in the future.
Judge factors as:




6.

(o)

(£)

(g)

S5e3
(a)

(b)

(c)
(d)

(o)
(2)

RAW
(a)
(v)
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= ghange to or from other alternmative proaucts

= change in population and income

= change ever the past few years

= change betveen emphasis on different sectors of life,
industry or in the communitye.

Expected change in local manufacture from existing and
other not yet started projects, and expected change inmn
import and export.

Conclude the rest demand for the coming 5 years, open for
this project to compete withine. Optimistic and pessimistic
limitation figures may be used.

Judge the strength: and weaknesses of the project competed
with other supplies, estimate a reasonable market share and

conclude the possible sales from the project.

Training System and Price Structure

Specify the present normal trading system, and the prices
on different level for the proauct, including import and
ex-factory price, retail and wnole-sale prices of the product

Specify the recommended trading system and price structure
for the project. .

Give any justification for change of prices, etc.

Specify the market area for the ' project and the volume of
trading units required

Specify rsquired marketing activities for the project

Specify the marketing costes for the project.

MATERIALS AVAILABILITY

State type and origin of materials to be processed.

For imported materials state whether the project must do
any importation it self. For agricultural materials, state
seasonality.
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8e

(c)

11.6

State the methods available for transporting the raw
materials to location of the industry.

LOCATION OF INDUSTRY.

State the following:

(a)
(v)
(c)
(d)

(e)

Area of building or plot available.
Infrastructure available - roads, electricity, water etc.
Distance to sources of raw materials, labour and market.

State reasons for choice of location and when applicable

compare the cost consequences for different locations.

For open projects autline the requiremeats to the location,
specification of geographical areas, and the reasonable

number of projects within the different regions.

PROPCSED PRODUCTION

8.1
(a)

(b)

8.2
(a)

(b)

Selection of technology.

Do technical and economical comparison of technologies in
question, confirming the differences in investment, costing

and required production volume. A chart as appended may be
used.

Select technology for the project and justify the selection.

Proauction Programme.

Specify the envisaged production year by year up to the
optimun utilization of the installed capacity of the plant.
(40 - 80 % dopendangotrade and technology) justify the
expectances from l;;ket and technology views.

Specify number of shifts and hours per year to be worked.
Seasonality of proauction should also be specified on the
calendar months,
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8.3 Management and skills requirement:

(a) Specify the experience of the management required to manage
industry.

(b) Specify the number or Managerial, Technical, skilled, semi-
skilled and unskilled workers required by the industry,yeart,
up to the third yeare.

(c) Specify possible expatriate staff requirement either for
installation and commissioning of the plant or for training
the workers and rumning the plant. '

INVESTMENTS

9.1 Land and Building: i

(a) Specify costs to be undertaken by the project, existing and
new installations for land, building, road, fencing, sewer
and water installation etc.; alterations repair and modificatione

¢

(b) 1Ir 1eased, state contract period, conditionéllease,anount and
payment conditions.

9.2 Machinery and Equipment.

(a) Specify costs of all machinery and add aecessary Packaging,
freight, insurance, import duty, szles tax, handling, bank
expenses, clearing and forwardinz. '

(b) Specify installation costs for fundations, electricity,power
connection,vater, machinery, fuel

(c) Add contigencies and possibilities for price increases and
curency fluctuations

(d) State individual capacities and confirm if seconhad.

9.3 Other Assets Required:

Furniture, transport means, fire extinguishing, office

equipment, telephone, sundry deposits and prepayments.
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9.4 Pre-operationsl Expenses

(a)
(b)

(c)
(d)
(e)

(£)

Feasibility study fee,ongineeriug fees.and legal fees

Company formation expenses and 1oan establishment

expenses

Training expenses.

Interest during comstruction

Salaries,pover consumption and sundry expengt¢s before start
of operations

Inputs for feulty trial products during*&i production.

95 NWorking Capital Reguirements:

(a)
- (b)
(c)

(d)
(e)
()

Cash (vages, salaries, and other cash expenses)

Stock of rav materials

Prepayment/precommiiment for purchases in orderyand under
dispatchment

Work in progress

Stock of finished proaucts

Debtors less Creditors

10. Financing of project

Land and building
Building improvements
Machinery and equipment
Installations

- Other assets
Pre operational expenses

. Working capital requirement.

T, 1 4
Total 3ank loan! Entrepreneur|Other

: ! specified
; ' sources _

--4

Total

——————
E—
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11. PROFITABILITY ESTIMATE

""Yearly costs in_ 1000 .

: 1ST YR. [ZND IR, 2D IR.
Production quantity in % of nominal |
production i

Proauction guantity in no of units

Sales Receipts:

- Grosa sales Receipts

- Less sales tax, product transport,
discounts, commissions

Net Sales receipts

Production Costs

Variable Costs

Wages (variable part) _
Raw materials, consumables

Electricity, water-fuel
Raw material transport !
Others i
Sub - total
Gross Profit

Fixed Costs

Salaries and wages (fixed part)

Rent

Maintenance and Repair

Stationery, Postage and telephone _

Sales expenses f

Transport and veichle expenses. i

Travelling !
. Insurance '

Audit and licenses. Bank charges

Depreciation

Interests !

Sundries

8udb - total
TOTAL PRODUCTION COSF§

NET PROFIT f L ‘ l
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| Yearly costs in 1000 .
2ND YR. (3BRD IR
3

1ST 1IR. o
I

Corporate Tax
Net profit after tax

Beturn on investment or internal
rate of interest.

Return on equity
Value added
Employment (no of persons) : |

Break-even point (% of expected
sales)

Investment/worker i !

12« CASH FILOW

l YRe O ;YR 1 (YR. 2 IR. 3

[ S——

Sources of Fund f : |

Profit before tax i
Depreciation : !
Loan |
Equity ; | §

Total Sources ‘

Uses of Fund

Fixed Assests
Working Capital Increase
Tax payment
Loan repayments
Total Uses

. ..
-+

- —— -

Cash Surplus (deficit) ? i !
Accumulated Cash % ; . ’
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14,

15.

11.11

LOAN REPAYMENT SCHEDULE

Interest Percentage csesssscesssssne
Loan repayments period (Years) ecesccnsscsescces
Grace period (year, month) eeccscssccscscse

InBtallﬂentS (-onthly' qnarterly 1/2 ’early) soeevsesssssossaes

Interest during grace period ecessesscccacese

Principal + Interest repayments (shs.) secsvesaccccense

LOAN SECURITY REQUIREMENTS

(a)
(v)

(c)
(d)

Loan to be secured by fixed assets mortgage

Loan to be secured by other collateral security
like land title-deeds or property title-deed

Loan to be secured by other acceptable security

Personnal guarantee and floating debeture in flustuating

assets

CONCLUSION/RECOMMENDATIONS

Discuss the viability of the project

State which measures to be taken to safeguard the viability
of the project

Give recommendations about the sponsors or applicants of
the project

Request for approval and financing of the project.

Jakarta 2nd June 1983.

Industrial Engineer.
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cSLECTICH OF TECHNDLOGY FGR V\NDRSTRIAL PLOIECTS

The s.zcaese of any one project is fully dependant on selection ot
sultable machinery and equipment for the production,

¢ Thae equipment must be fit for the need, be economical, end have

~sasonable capacity,

+ The selection must be based on comparison of pperation cests, nst cn

pxices, ouzlity or capacity alone and naot on feelingsz

*z_low these steps in the salection of equipment:

(- . _.:e-minz which products should be made,
. “.~€ o3 few procucts as pescible within the sroject enc zzxe prac.octs
.€™ Zar be mace by help of the same equipmsnt,
nS. oindy few mecnines will be required,
2e J2t2rri~e the repulred cepacity.
ine cepecity must be big emough to allow for a reascnz-l- 121t

‘cr the prcjecte (This is again dependant on the selecticn c¢¥ t...=ilz. |
Tne capscity need should normally require only @ limited srzre .7 ine
market demand end not be highar than that the client can obiain tre

(, required working cepital,

3. Cost comparisen of tecrnolegies,

Before comparing inoividual equipment, try to find out on which tz:crnologica:
level the machinery should be sought, Do this by comparing the yezrly

. ccst for the gifferent alternatives, Make use of the enclosed ccmzzrison
charty As long a: ine altarnatives differ extensively, it might pe
pcssible to ccmip..e without colliecting very detailed information ana still
Qet A4 reassnacle pictere of the cayre2 of labour 1ntensivity and
machanisaticn to ba scuiht,

.-02
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12.2

Collect offers for egquiprent,

It might or it might not from the abaove comparison be pcssible to
determine which tecnnalogy to be useds If a final selacticn is nct
possible, then it may be necessary toc codlect affer;;quipment an
differant tecnnoleogical levels,

Collect many offers, both from overseas and fraom lacal scurces.
Find out which aoffers and further information is available at KIE
Nairobi or at other officed before going too far,

Compare the Costing of Possible Mscnirery,

Compare which total yearly costsone will get using the different

alternative possible production equipment, Sepzrate fixed fraa

c——.a
a

- -

.-

]
!
:

variable casts to sea how the cost will change with c¢ifferent

production volumes,

Parametars having the same value for all alternatives can ~c-mally
be excluded from the comparison since it is the differenc:zs cre
first of all is intersged in,

Alternatives with lower fixed costs are more econcmizal at lcower
production and have bstter safety margins, They will alse prcvide
better return on investment, UWhantver in doubt; select the
alternative with the lowest fixed costs,




Production costs shs/yuar

CElTanel. JCTLElL3IT el 12.3

JES: Costs peing ecgual for all
the comnsred a2lterratives can te left
cut of the compariscnrl

Gross Machine capacity items/hsur
x No of working hours per year (2140hours/shift)] g
x peed utilisation factcr (50-100%)

x Techbical time utilisation factor (50%-80%)
x Personnel/administration efficliency

factor (60-50%)
x wreck production factor (90-100%)
x Seasonal factor (30-100%)
=_Net capacity per machine items/year
Expected saeles items/year
Required no of machines number

Regquired operation time for expected

sales % of no of shiftﬂ .

Procuct guality from the machine (Describe)
Product price from this machine(shs/each

Total sales shs/year
Machine depreciation % per year
Rate of interest

Floor space requirement m2

Operators, skilled No/shift

{perators, less skilled No/shift

waste of rawmaterials (incl. wreck) %

- — e ———

Cost of main machine as offered shs.

+ packing, seafreight, duty, salestax,
clearing, local freight shs.

+ hdditional equipment required shs.

+ Insallation of electricity machinery,

water etc. shs.,

Total machinery cost shs.
Ficer: coste: Depreciation shs/year

Interest "

House rent n

Supervision "

Total fixed costs "

variable Costs: Labour costs shs/year

i'aterial cos¥§1E§ET?"SSstes
Electricity "
Fuel juater etc, "

n

*  Total w=ri-ble costs

Total costs shs,/year
Sales legss total costs shs,/year
e e = —_— — -

Return on fnvncimant %
Jre=< aven point %

Ll o [ -
024d 885 aadzege A
Fixed Total Production

costs costs in % of

Eanclusian:
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SELECTICN CF TECH4CLOGY - EXERCISE:

A bakery making 500 loaves of bread per day on 2 shiftis reguire
squipnent for porticning of the dough intoc 500 g pieces for the

individual loaves.

Equipment as follows on 3 differsnt levsls of technelagy may be consider:id:

A) An gutomatic electrically operated continuousily working douch
divider for 3000 pieces per hour, available f.o.b. England at

€s 3,500,

8) An ordinary pointer scale for weighing up portions of 10 loaves
lot. Thereafter dividing each porticn into incividuzl pieces of
equal volume cn a manual dough divider of capacity EB00 loaves/nour,

Machine prices: Scale shs. 2,000, Divicer £s 330 C&F Mcmoasa.

c) A pointer scale 48 knife available \acxa“7 2t shs.l,500/-,

Operaticn speed for 2 operators togetnher, 8 sec:nds per plece,

Make your own Judgement for lacking informaticnl
a) Make use of the enclosed comparison chart snc ccm-lete it for all
questions uhere the 3 alternstives ars not equal, ODetermine tne

differences in yiarly costs batween the alternatives.

b) Complete also the cost diagral)dhicq_nquipment will you select and

why?

€) For which capecity would you make & oiffersant selezction?
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SR TP
CooIs ©alTirfe Cap3tity itens/neur =N ey \4
x r.c 3f LiI<ing nours ger (2l4Crours/shife)] -2 | _br 22w 1 PR
X ‘faad otiliszticn factoo {53-12C%) > 1 2¢ | .
x Tecmolical time ctiiisation a:t..r (50%-83%) 0 95 __ | O
x Parscnngl/sdniristratica efficiency DG Q4G <
et . S 1
fac:ar (50-5C¥%) — Sak S ST T
X .T=ok proZecticn fsctor (53-1CC%) A e —-‘
- ] ~ —
x Sezsgsnal faster (30-100%) .9 — — s
= fet caczzity par machine items/year AEE RN SRR W NS R
Expactad sa.es itews/year L Cum. A -5 1< 33
Rz3uirced nc af mechines nuster ‘—’j‘: i “..‘7‘ 1~ n T
. L_ e— —— ——— e ——
Reg.isad cperaticn time for expectsd N w e, PR
gal-e % of ng of shif:g{i¥/ ~ | r¢f "Ly B0/ -
Prceoct guality from the machinz (Describe) el BEMS AR
PrcZuct price from this maching(shs/each T > .
Tcrz. 3zles shs/year - )
mol-.n@ cegprecisaticn X per year s | 1 o
Rete of irterest %2 i D) I
Tlccr space reguirement x’{\m’\o\ — - _ e
seTators, skillez @ $0 ¥ Jo¥ ..!\c/s'-if't = i e
2-eoztors, lezss skilled Yoo rQdgiuho/snift I _ = R
«z3t2 of rac-aterisls (incl. wreck) % — — —~ !
Cost cf :r.,ii_:l .-.-ic»ine as off'egpd SnS. ¢2 533 o~ -
- ;::k‘.n;,‘".i = ig'*'c«~ Jty ) éa’estax, "‘),\"::i - x | ,\}_ _ i
. Viclearing, 'l al freight shs, — — | - " — —
- ACLi% :nal ;q-; ment requirsd shs. o A | 3.m=n
. + Inszllaticn cf electricity machinery, 4 —
<3ter etc. shs, s
Tctal mechinery cast sts, EERESCE R 3.2
Tl coste; Cssreciation shs/year :—;—,7;#--1:7-——7-‘:::-:‘.?1‘"-
Intarest .. 2 s el T
rc.se rent n oo Oy~ P — | =
S.pervicicn n . — —~—
Total Fixgd cosis "
vacizcle Ccsts: Lasour costs  shs/year
] . reiatanancyg
ztacial coste TRALCSEsteg
Eleciricity n
N Fuel,uzzer etc, "
Tctz2l variznle costs "
Total cocsts shs,/year
§§£=s less tctal casts
., Return on Z-vozimgn %
B og4 o aven goint
S - —s
; (] i , folad . e
5 4 i ' ‘ - i ,k ‘\-\-\ ,VL QCO\".(JYY‘.‘:CG‘
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13.1 SI/105/P0/07 /.

1E.83-56/V_-0F.
PROGRAMME FOR COLLECTING INFORMATION FCR PREPARATION
OF THE FEASIBILITY STUDY

For calculation of project viability and writing of the
feasibility study, the sufficient background information must be
ready available when needed. That includes information about
technology, market, entrepreneur and location.

The informatira must be collected and organized before we can

start writing the feasibility study.

The following specifies the information which normally is required.
What require the main emphasis will differ from one projects to

. another, but the most important will often be what is less obvious
and more difficult to collect |

Go through the requirements in detail and make a list of the
required actions. Start the collection with what require the
longest time, which will normally be information which must be

vritten enquires for, especially quotations for machimery.

TECHNOLOGY IDENTIFICATION -

What normally use to be the biggest problem during the collection
of information, is the time required for potential machine ;npplies
to provide quotations. Especially is that so vhen we will have to
collect quotations from foreign countries.

It is therefore important that we first collect only the very basic
inforsation required to give us necessary data for collection of
quotations. If we bhave already enough information to do so, we
should first of all collect adequate gquotations for machinery and

equipment,
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In general the required inforsation is the following, but the

requiredsents are extensively dependant on the product, etc.

1. ¥hich product varieties can or should be made ?

Determining the number of products and varieties on the
production programme, one will have the following goals:

Ao Standardisation of the production, limiting it to as few
product varieties as possible to sell without considerable
problems. This make sense when we through standardisation
will be able to operate more efficiently with lower costs,
poesibly save capital in stocks, and limit the investments
in tools and machinery.

B. Having as many varieties of different products that we will

be able to sell enough to keep the plant in full operation.

Normally one will find that most manufacturers make too many
varieties, not too few | 8o try to reduce !

The execution,composition or comstructinon of the products them-
selves, is also of the greatest importance for investment and
operational costs. This should therefore be carefully studied at
one stage or the other, to ensure that unnecessary machinery and
tools will not be bought, that the cost of materials or processing
will be limited and that the product will satisfy the functional
requirements. Studying especially together-built products pro-
perly, is it amazing how big savings that are possible in operationm
costs and also in investments.

To the extent that this is important for the selection of
manufacturing equipment; do the first rough analysis at the very
initial stages.
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. 2o Which influence has selection of the product construction

on technology, investament, and market ?

In the above mentioned analysis, be sure that you are aware of
which equipment is required, so that you can actively search
for alternatives with limited requirements to machinery and
tools. Also make sure that the varieties you want to make, are
those that the market will become pleased with.

3« Which Technologies are available ?

This is a very important question. Selection of techmology is
a main factor for the viability of the project.

. The technology selection is a question about :

A) System of working to be used, and which different prccesses
vwill be required.

B) Degree of sechanisation.

C) Sophistication and robustnes of the manufacturing equipment.

D) Machinery capacity.

The system to be wused may determine not only product execution but
also material selection, possible capacity, labour, costs and

( quality., Should a bowl be hammered into shape, welded, folded,
spinned or pressed ? Should bolt threads be rolled or cut to shape ?
Should drying take place in the sum or in a heated dryer 7

The possible degree of mechanigation may often vary fros fully
sanual working to fully automatic production.
The requiremeat vill norsally be some-where in between.
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Sophisticated equipment is normally less robust amd more liable
to repair and maintenance while the most robust equipment is
norsally very unsophisticated. In most cases unsophisticated,
robuat equipment are to prefere for sophisticated delicate equip-
ment bringing maintenance and operation problems.

The capacity is often determined by the above 3 characteristics.
What is important is mot to get a capacity to match the demand,

but to get the lowest possible production cost for reasonable
expectanicies to production volume. One will hence regularly prefere

to start with a capacity far below the market demand,

No final selection of technology will be done at this stage, and
it is often better to collect quotations on different levels of
technology, but it is important at least to get a good idea of
¥hich 1levels of technology that may become the most ecomomical.
Therefore, before collecting any information, do the exercise of
comparing yearly costs of different technoclczics. Use estimated
figures in a table as follows; Each alternative must be based on
the same number of manufactured units:

Alternative I |Aiternative II {Alternative III

saterial costs

Cost of Labour
Cost of Electricity
Maintenance costs

WA MTE Ay

Depreciation or,oquiplont
10 %

Interest on machizery 11 %
Possible differemces in

Total yearly costs
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If one of the alternatives have definitely too low capacity, base
it on duplicating, using 2 or 3 sets of machinery. Be also aware
that it in-iglnys better to start in a too small, rather than a too
big scale !

L. Where is information about the selected techmology available ?

May be you had already enough information to find out the above.
If not, you must seek further information.

Dependant on your requirementg, it may include the following:

= The building up of the product

- Which processes are required

= How the processes can be done and on which production
equipment

- How processing and equipment can wary in its comstruction
and use

- Processing time requirement or manpower requirement

« Which are the suppliers of machinery and rav materials.

When you require further information on this, try the following
sources:

A. Machinery and raw material suppliers. The suppliers will often
have the easiest available and the most up to date techmology
inforsation. They are also eager to share their information with
you, because they want to sell their products. The suppliers will
alvays remain your most important information source. But of course
their information is always dominated and coloured by their wish
that you will use their equipment. As long as you yourself do the
necessary comparison and selection you will be safe enough.
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You must tham be surs that you get information from alternative
suppliers of different equipment and on different levelrof
technologye.

Can you not get sufficiently balanced and complete information
from the suppliers, than go to other sources !

B. Manufacturers using gimilar technology. Existing manufacturers
vill allways be able to give you very specific and accurate
v &€

information about the way they do it and the equipment they sue
The problem is only that thej do not alweys know sufficiently
about the process when using other types of equipment, May be

you can visit a few manufacturers using different equipment ?

Ce Engineers in the trade. You can fina ecgineers on gli levels
within all technologies within manufacture, sales, use, research,
and consultancy. If any-body is available, if he has the required
skill, and if he is willing to inform you without any charge,

you can get much good inforzation in a very short time |

D. Literature. There exist books about everything, but they are
pot always up to date, it may be cumbersome to find them and to
search through thes. If you need to go‘to the literature and the
required book is not readily available, look through the list of
the many hundred libraries in Indonesia, see in the list what they
spezialize in and ask the local library to assist you.

5¢ Which sugglioil exist for the required equipment ?
Who should be contacted for getting machinery quotatioms ?
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In next to all cases there exist somewhere machine manufacturers
doing regular production and having many years experience iu the
production of exactly what you require. Make sure that you get
your machinery from one of those, and not from somebody who will
make it especially for you and says that for cefitain; it will be
much cheaper and just as good. Just be sure; it will not 1!

Make use of experienced suppliers with good records for the supply
of equipment. Make use of Indonesian surpliers if they are good
enough, but do not hesitate on going to foreign suppliers if it is
necessary)fou can choose between the following alternative
suppliers:

A+ Machinery manufacturers

B. Machinery traders; stockists or representatives

Ce Machinery traders who are shopping around to find
alternatives for you.

D. Suppliers of ready erected plants

A. The lowest costing alternative you will get when negotiating
directly vita the machinery manufacturers. Unless dealing with

a stocklist, it will also mean the shortest time requirement before
delivery. Also no miaunderstanding will ée created through any
middlemen. In general this is the best alternative if you cam live

up to the requirements of selecting, planning, and followup.

B. The manufacturers may have established traders. If these are
efficient and knowledgeable, and keeping stocks of machinery and
spareparts, they may be of benefit. If tnat is not the case, they
may just create cost and waste of time.
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Ce The shoppingaround trader may be useful if he really is able
and willing to do a better selection than yourself. That often
is a doubtful question and you will normally pay more for the
equipment. Ask him to give you the manufacturers quotations, but
he will still request theam to add in a commission to himself.

D, If the plant is very complicated and can not be installed by
local paople,tham a ready installed plant can be required, but
norsally it will be better to request the machine supplier to do
théx jobe Also will it normally be bettwe to buy the equipment
directly and rather establish a contract for the installation
only.

When it comes to finding the addresses of suitable suppliers, there
are many sources and you must use them well to be sure that you
find the most adequate supplier. Agaim inquire with people around
you. Inquire with users, ergineers, traders and sanufacturers to
tind out which (countries and which) companies can servs you best.
Make use of machinery or export directoriss from differeat relevant
countries. If necessary, contact trade promotion offices in their
respective countries.

6e Collect quotations for adcguatc equipment.

Knowing the adequate suppliort on tho possible levels of technology,
please have the quotations collected as soon as possible . The
suppliers will often take time in sending quotations and it is there-
fore important that no unnecessary delay occurs in getting the
inquiries sent, It is also mo need to wait with sending inquiries
until one know most of the suppliers.

Give the supplier as much information about your requirements as
possible. If not, he will just send you a letter to ask that sort
of information.
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Vhen adequate, you can give the following information:

- Required capacity of the machine, either in the fors of
production volume or sajor machine specifications as the
products may require. Keep the requirements flexible so
that standard equipment may dbe used.

= Specifyg information about raw materials when that may be
of importance.

= If necessary, mention number of the shifts or hours to be
vorked.

- Working conditions, especially voltage, electric frequenacy,
phases and system.

- Any other information relevant to the process.

- CIF conditions (Cost, insurance, and freight included) up
to which harbour.

- Explain that you require a plain and robust machine, of
their simplest type without any special sophistication.

= Stress that the quotation is urgently required.

The more uncertainiy there is about the suppliefs ability to

cope with the requirements and the more spread there may be in
execution and price of the different equipment, the more inquireies
you will have to send.

Also not everybody wvill be in a position to quote, and some
quotations will be very much delayed. To get as little as 3 useful
quotations, you may have to send as much as 10 -~ 15 inquiries, and
very often you require more than 3 quotations, to have a reasomable
possibility to get offer for adequate equipment. Do mot put up too
may intricate questions in the ingquiry, only the most important
ones., Otherwise you may risk getting no reaction at all, You can
alwvays get the lacking details later on.
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Do not let the supplier understand that you are sending many
inquiries. That may make him loosing interest. Always send him
original o5 typed letters, never copies or duplicated inquiries 1!

7« Collaborate with the suppliers until the quotation cover the
requirements.

If 2 weeks have lapsed without any reaction from the suppliers
(that it has beer. pending with him for omne week), send a reminder 1}
Inform him abzut the urgency, and tell him to inform you whether
he is ipr a position to quote or not. Ask him, if he is not yet
ready to send the quotation, to inform you when it can be expected
and what is holding him, Ask him, if he can not quote, to refer
you to a suitable supplier,

When you get the quotation, go through it imrediately. It is quite
likely that you will find it unfit. The equipment might be too
sophisticated, having too high capacity, being too expensive or
being for a different process sll together. Inform him urgently
about the situation and ask for %i}ification.

Sometimes it may be required to contact him again and again

before the situation is clear. Do not waste any time on that, act
vithout delay !

CONSIPERATIONS YUR COLLECTING INFORMATICN ON RAW MATERIALS
FOR THE PROJEC?T.

First of all clearify which materizls will be required in which
quantities. Clarify also which dimensions or qualities that can
be accepted.

Having this list ready, you mainly need to know to which extent
requirements vill be available and to which prices.
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You must coatact the suppliers. Dependant on the volume
requirements, you may get the requirements from local stockists,
from centrally located distributors, or directly from the
manufacturers. From the local stockist you may settle your day to
day requirements, but the prices may be too high.

The manufacturer may offer you the lowest prices, but the question
is whether the required quantities will be high enough to qualify
for supplies directly form him. If it is depeudant on direct
shipments from abrood, the delivery times will be uncertain, and
you must calculate with stocks of 3 ~ 4 months to be sure, If the
local representative of the foreign manufacturer can keep stocks
locally for you, the price may not be much increased and you can
operate with very limited stocks.

The economy and the working capital demand is quite dependant on
the selection of raw material supplier, his prices and terms.

Be sure that freight and other costs are included in your calcmlation
prices and be sure that delivery an payment terms are specified as
the bert possible since costs and capital demands are dependant on
these.

Also see that you get clarification of regularity of supply and
the occurance of possible seasonal variations which can cause the

need for emormous stocks or stop in production for periodse.

MARKET INVESTIGATIONS.

The prime market information can in general be collected in 3
different ways:

Ao By Telephone. To simplify the work, use the telephone as such
as possible, Unless when very important, complicated and voluminous
information is required, try to get it through the telephone.
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Be By requesting in Writing. The method is simple and the
obtained information is reliable, dbut you should still avoid
this as much as possible. People will not bother to answer you 1

Only if specially requested, or for very distant contacts can
it make any semnse to write.

Ce By your Personal Visit. This is applicable to the most
important information and sources and when you could not get
sufficient response on the telephore. Prepare a complete list of
questions in advance, but be flexible during the discussions !
Important information you can get is often not covered on your
list of questions. Make notes immediately ard proper minutes soon
after the meeting.

= Try to get the information quantified with figures. The
information should be as reliable as possible, but is
not required to be accurate |

= Prevent putting any answer intc the mouth of the person
you interview; he gladly agrees with you, even how wrong
it might be

- Do not take a "no" for an answer. If you do not get a
satiafsctory ansver, sk in a different way again, may
be after a few minutes, until you at least get the main
information you recgaire.

- Be avare that people tend to exaggerate information to
appear more brilliant, If you can carefully arrest some
exaggeration and he understands that you are experienced
enough, he may become more careful with his figures !

= If you want frank and open information, be frank and open
yourself. When people see that they get informatiom through
giving information, they will be much more open to you,
Confidence creates confidence |
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. The primary information we should get, is first of all the
folloving :

= Which product varieties exist on the market and how is
the demand distributed between the varieties ?

= Which quantities are sold and how is that distributed on the
nearhy and further avay markets ?

= Which are the prices for the different varieties ?

= Which are the normal trading channels in the trade and
bhovw is the price building up from manufacturer to retailer.
( Which profits are normal f-~r the different traders and which
costs (freight and others) apply of the way ?

= Application of Sales tax.
= Which are the normal payment conditions in the trade ?

~ Which seasonal variation exist ?

It is normally better to get the above information through direct
questioniug of people in the trade; manufacturers and traders on
the different stages. Get as much duplication of the information
as possible, Much of it may be wrong and,you need to cross check |

It is also very useful to get as much information as possible on
some secondary questions. Those cau vary with the situation, but
will normally include the following:

= Strength, capacity, and capacity loading of the existimg
sanufacturers. Plans for expanding existing industries
and for establishing of nevw ones.

« General trends in the trade, about increase or decrease
of desand.

= The possibility of other alternative products coming up
in the future, expected to take market from the existing
onen. Expected comstruction changes in the existing products.
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In communication with the people in the trade you will normally
be adble to get a good picture also about these questions.

In addition to the information you will get within the trade,

you can also check up some general information from the statistics
which the trade commections will normally not kmow. If you check
that information first, you may be able to comaunicate easier
wvith the traders. Inform them, and they will inform you 1
Statistical and theoretical information to be obteined should
include the following :

Production volume according to the manufacturing
statistics.

« Product tariff number Import and expsort policy, Rates
of dut,o

= Import and export volumes over the last few years.

-~ Calculated consumption based om the size of local
population and the normal distribution of the household
income avaiiable in statistics.

- Comparative consumption in other countries, based on
their statistics.

Compile the information nicely together in tne file |

ENTERPRENEURS .

Identification and selection of entrepreneur has been handled

in a separate paper.

The information that is required for including in the feasibility
study, concerns the finally selected candidate and includes:

= Name, birth place and date, family sitoation.
~ Address, telephone number

- Employment record and Present occupation
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Educational background

Resources provinsion, Bquity Capital specification,
possible providing of industrial preaises or plot,
security for loans.

Judging of the entrepreneurs fitnes to rum the project.

Any other relevant information as to the entrepreneurship.

LOCATICN,

To write the feasibility study ve should know the following

about premises and location:

The size, shape and standard of the premices.

The location and road distance from the nearest
market and central town.

The size of the electrical imstallation.

1 - phase or 3 - phase, voltage. If the imstallation
is too small, the distance to the nearest capable
tranformator.

Adequateness of water and effluent installations.

The monthly reat, possible advance requiresent, rent
agreemeat duratiom. Possible requirements for building
modifications.

Telephone installation and local infrastructure.

Jakarta(}f:::garch 1983,
: c/’Q‘ﬁQi
I ’

B Bidsvig,

Industrial Engineer =~ UNIDO.

k)
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DP/INS/78/078/1E.

. 18th #March 1983.
IEIB v -qa
CHECK _LIST
FOR THE COLLECTION OF INFORMATION FOR PREPARATION OF FEASIBILITY STUDIES.
S
Not all questions apply for all projects. Before starting the
collection, tick of which information is not required, and date
for when action is required for the rest. Be aware that your
information source may require time before replaying to you.
{ Alvays act as early as possible and start with the most crucial
information,
At _this stage, concentrate the questions on finding out the pre-
) vailing situation. Decissions for the project will come later !
' l
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: 1. PRODUC?

1. Which product(s) should be made ? (as few as
possible to keep the project fully loaded)

2. Which varieties (sizes, capacities, colours,
etc) must be made to satisfy the market ?
(l1imit as much as possible)

3. What is the statistical no (S8ITC) and duty
tariff no (CCCN) ?
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4, Do there exist any standard specifications for
the product, nationally or internationally ?
What is specified in the standards ?

S. Is any license required to manufacture this
product ? Do there exist any patent-righs ?
Will any royalty or know-how fee apply ?

6. Which other products can substitute the product,
or how can the use of the product be omitted ?

7. Which changes in the product on the market is
likely to take place ? Which product
. subsitutes can be expected in the future ?

8. Which is the rational construction or

composition of the product ?

9, How important is the product ? What will
happen if this product is no longer available ?

10, How perishable is this product ? Which special

storage requirements exist ?

2. Mprket.

1. Which are the present sales volumes of the
product, and how much of tke sales are within
the local market and withir the province of
the project ?

’ 2. Hov is the sales volume distributed between
the different sizes or types of the product ?

3. Which are the seasonal variations in the
sales 7
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Not ©required
Required date

Matter initiated

date
Matters settled

date

Notes. |

b,

Se

6.

7e

8.

9.

What are the export and import volumes of the
product ?

What are the local production volumes of the
product, and how is the local production
divided between the major manufacturers or the

geographical areas ?

Yhat are the local manufacturing capacities

for existing industry for the product ?

To which extent are these capacities utilized ?
What is the reason if any manufacturer does
not operate at full capacity <

How gtrong or dominating are the exieting
manufacturers ? Which plans ¢o they have of
increasing their production ?

Which is the situation orn the market for the
substituting products ? Which plans are there
to increase the production of substituting
products ?

Is there any unsettled demand for the
product ? How big is it ? What is presently
the substitution alternative ?

For a comparison, which are the consumptions
and the situation for the product in other
areas or other countries, compareable with
Indonesia ?
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Not required

Required date

Matter initiated

date
Matter:s se:.tled

date

Notes.

M.

12e

13

14e

15«

16.

17.

How have the sales volumes changed over the
last years ? What are the reasons for thesme
changes ? How can these change be expected to
alter in the future ? What has been the trend
for possible substituting products ?

Which are the normal trading channels for this
product in the market ? How does the different
trading links operate ? Which sprzad are there
on other trading systems within this proauct,
and how sucsessful have the alternative

trading systems been ?

Which are the ex Pactory prices for the product
and the retail prices ? Which profits and costs
are calculated on the differemt trading links
between manufacture and consumer ? Which spread
are there in these figures ? Which is the sales
tax ?

.

How does prices wary with different executions
of the product ?

Which are the normal import and export prices ?
Which duty rates exist ? Is there any export
incentive ? Wil) Juty on rav materials be
refunded on expogtation ?

Which are the normal payment conditions for the
manufacturers ? And which spread are there in
these conditions ?

Which possibilities do other manufacturers have
to lower their prices and improve their payment

terns ?
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Not required
Required date

date
Matters settled

Matter initiated

date

Notes.

18.

Which concrete arrangements have been made
with potential customers of the project to sell
vhat, at which prices and conditions ?

3« Raw Materials.

1.

2.

3e

Se
6.

7e

8.
e

List which materials will be required, with
quantities, qualities and dimenmsion required
for a product nunit.

Find out which quaatities/materials qualifies
for purchase froms which type of suppliers

(from manufacturer to local retail stocklist)
list potential supplier alternatives.

Collect price gquotations from 2 - 3

alternative sources.
Get the payment terms.

Which is the availability of ravw materials ?
Can scarcity become a problem ? Which seasonal
problems exist ?

Which other consumers exist ? What gquantities
do they require ? Which collaboration opportuni-
ties does that open, or which extra scarcity
problems may arise *

May any quota or license be required ?

Is any smaterials Perishadble ? Do they require
any seasoring ? 1Is gny special storage
facilities needed ? Or any special tramsport or
handling equipment ?
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k. Manufacturing Process.

1+ Which different processes are involved fron
rav material handling to finishing, packing,
and dispatchement for the product and its
components ?

2+ Which are the volume or capacity requirements

\ or these different procossodl

3. Which are the expected economical levels of
technology for the different processes which
are involved ? (Estimate roughly yearly
costs for the sum of labour, electricity,

maintenance, depreciation and interests)

5e lhchino_r_l °

1. ¥hich machines are required, and which capa-
cities 7 .

2¢ Which are appropriate alternmative suppliers
¢ for the sachinery ?.

3+ Collect quotations for the required mactinery
and equipment.

b, Check the quotations jew their information and
the requirement to :

- Adequatenes of working primciple

= Capability to cope with the production
requirements, dimensions, and quantify
requirsients
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date

Matters settled
date

b

Not required

Required date
Matter initiataed

- Gross and cet production capacity.

« Level of techmology. Robustnes and
quality of machine.

- Working space requirements
- Requirements to operators
= Including of aadequate sparepart set
- Maintenance requirements i

- Machine connections and concumptions as i
regards electricity, steam, fuel, other
energy requirements, Compressed air,

ventilation, water, drainage, cooling, etc.
- Problems of the local climate
~ Price, landed cost and payment conditions
= Delivery time

- Shipment control, and part shipaent not
alloved.

6. BUILDING and INSTALLATION.

1. Determine approximately space demand and
identify a suitable building.

2. Which are rental conditions, possible advance
payment of rent and the remntal contract period ?

3, Which are the shape of the building, doors and
windows, building contruction and flcor loading ?
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reguired

Not

Required date

Matter initiated

j
o
e Notes.

date
Matters settled

4.

Se

6.

Will the building be approved by the authori-
ties for the intended use ?

Which building modifications are required and

who will pay for theam ?

To which extent are the following services
adequate, who will improve them and what will

it cost the project :
= The size of the external electrical wireing

~ The water installation, water treatment,

water pressure, water storage
= Drainage system

« Boiler installation, water heater, other

heaters
= Road consection
- Security

- Fire fighting equipment and fire protection

= Internal and external transport arrangements,

lifts, cranes, vagons, trolleys, etc.
« Compressed air
- Evacuation of smoke, vapours, dust, etc.

= Storage facilities for raw materials and

products,

- Refrigeration, deep freezing, air condition-
ing, ventilation.
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- Drying opportunities, climatizing arrange-

ments, soaking.

Telephone connection.

Customers expedition, shop or proauct

diﬂpl“o

Other special requirements of the project.

7+ LOCATION.

1. Proper address of the place. How to reach
there. Telephone number.

2. Road distance from the nearest market and
town. Status of the road.

3., The nature and population of the place.
Accommodation possibilities for staff and
labour.

4, Bavw materials and market for the products
in the vicinity.

8. Entrepreneur
1« Name, place and date of birth, family

situation
2. Address and telephone number

3, Employment record and present occupation

4, Educational background
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Not required

Required date

Matter initiated

date
Mat.ters msettled

date

Notes.

5+ Rescurces position. Equity capital
specification, possible providing
of industrial premises or plot,
security for loans

6. Judging of the entrepreneurs fitnes
to run the project.
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