
                                                                                     

 
 
 

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION  
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria 

Tel: (+43-1) 26026-0 · www.unido.org · unido@unido.org 

 

 

 

 

OCCASION 

 

This publication has been made available to the public on the occasion of the 50
th

 anniversary of the 

United Nations Industrial Development Organisation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER 

 

This document has been produced without formal United Nations editing. The designations 

employed and the presentation of the material in this document do not imply the expression of any 

opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development 

Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its 

authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or 

degree of development. Designations such as  “developed”, “industrialized” and “developing” are 

intended for statistical convenience and do not necessarily express a judgment about the stage 

reached by a particular country or area in the development process. Mention of firm names or 

commercial products does not constitute an endorsement by UNIDO. 

 

 

 

FAIR USE POLICY 

 

Any part of this publication may be quoted and referenced for educational and research purposes 

without additional permission from UNIDO. However, those who make use of quoting and 

referencing this publication are requested to follow the Fair Use Policy of giving due credit to 

UNIDO. 

 

 

CONTACT 

 

Please contact publications@unido.org for further information concerning UNIDO publications. 

 

For more information about UNIDO, please visit us at www.unido.org  

mailto:publications@unido.org
http://www.unido.org/




I. I 

•· 11~1 28 ~I~ 

11iiE Ml~ 
36 

·· 11111~ 

111111.e 

111111.
25

. 111111.
4 

11111 "

6 

MICROCOPY f~ESOLIJTIOllJ TEST CHl\RT 
NArlONAI llll>lf All ()f '.rANIJAl![l', 

'.IMJ(JMllJf!flfllf~j!,f MA!flllAI IO!fl.1 

AN'.1 ,1nr! I',() rr ·,r (,HAIH ~,,, /I 



UNIDO/UNOP 

~SSISTANCE TD THE DEVELOPMENT OF SMALL NDUSTRV 

IN INDDNESIA 

( PROVECT DP/INS/7B/07B) 

• 

• 
•El'ARTl:MEN l'ERI NDUSTRIAN 

•lllEKTORAT JENDEllAL INDUSTRI KECIL 



\ 

PSIC! •Qj•ff" 

UNITED NATIONS INDUSTIUAL DEVELOPMENT ORGAf'1IZATION 
CASSISTANCE TO THE DEVELOPM~NT OF SMALL INDUSTAIESI 

OPllNS118/018 

=:-r.cti-t.;Er.;£•~ s-~L ""°"' ·s '1lllS 
JAi...,!': ~&!'·.!.NO & 

... lASl •El"L • fl); 

: " ..... r>P 
ll'OST llOX Zl3I 
Jial:-ATA 
l'lLEl'ttOlllf 321lllf 

MKAllTA l'\ISl'l 
llLlf'NCllC· )1172! 

REFER ENCi: 

CAll~t ~ .JAaAllTA 
TILO. UNOEVPllO on - e1na 

Mo. : IE.83-140/IV -17• 

1944~ 
BJ@Rlf EIDSVlG: 

~progra1111e of Workshops for the 

identification, preparation ana 

Implemeh~ation of Industrial 

( Section I ). 
Projects .:_J 

3 '1 1 ~ 
iteport ~. 31 

October ( 1983. 
\ _____ ./ 



\ 

INS 78/078 INDUSTRIAL iJiGINEEii BJORN EIDSVIG. 
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<>Yer head 
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Industrial projects from· town wastes (11p) please 
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19.Project list (selections fro~ the Surabaya AssemblJ 
Aqust 1983). 
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:rac.m=T mrr:oo rns11u 01a. 

l l'aJG?..l.C.2 O? V.O:tY.sBCPS 

to Identify, prepare, imple~ent e.nd follow up sm&ll scele 

industrial projects. 

T!le prograomne consist of 3 meetillg sessio~s of workshops and 

2 worki.J:lg periods in between. The progr81!1!!!e will be held in 

collaboration between DJIK and UI."IDO. The program?D~ is intende~ 

to involve 24 participants divided 1.D. 6 groups with 4 persons in 

each. The tasks for each of the 6 groups wil.l it be: 

P. 0 fore ist esse:bly 

Duri.Dg 1st asseably 

( 2 days ) 

5ef ore 2ni assembly 

( 6 - a :1eeks ) 

D::ring 2nd ~ssecbly 

( 5 days ) 

3e:cre J!"d essecbly 

After ;r~ aEstcbly 

To study received caterial end to 

act accordingly. 

: To select and priority list 8 potentiel 

projects 

To eollect the required inf o:"Oation 

for the preparation of 4 projects 

: To prepare one co~plete feasibility 

stud:;. 

: To prepare further ) feasibility stlldies 

and to initiate and follow up j_.:::ple

centation of at leagt one of them. 

To evaluate one of the icple~ented 

projects and to draw a plan for its 

improve~e~t/extenEion e.r.d/or duplie&tion. 

To initiate icpleoentation of the further 

projects, to pl211 !or their further 

development a~d to initiate fulfilment 

of t!'le :;>le.ns. 

It is tr.e i..:l~e:tion to co~duct the protr~e on a regio~&l level 

ane ~o :-epeat the work!:op pro~ra......,e ell to&ether 4 times: 

, 
I 
I 
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1.2 

1st Jakarta from 1.iarch 1983 to December 1983 
2nd l:iedan fron Aprl.l. 1983 to Jeuary 1984 
3rd Surabaya froc Eay 1983 to Pebruary 1984 
4th Semarang fro1:1. !!ay 1983 to !:ta_""Ch _ 1984 

- Expecting 4 dif'fere.at projects :froI:? each group, ri.th 6 groups 

per asse~bly a.ad repeati..ag the ~orkshop progracme ca.xiJ:nma 

4 times, a total of max.i.!:Jum 96 di:f:fere.at industriel projects 

liley be prepared and implemented. 96 persons will recie·n training 

in project preparation. 

C~t of the trained personnel may be recruited perso!!.r.el for 

giv-i...o.g simili?.:" traitl:g in the future • 

- It is anticipated that soce ~urtber participants fro~ the 

ad:::d..aitrative level ..n.11 attend the ~o~kshops for the sake of 

follow up and future administration. These r.ill join the groups 
as a 5th nember. 

- ~he tr~IDO perso.11.D.el will to the extent it is possible follow up 

and guide the progress between the asseobly sessions. 

The cajor ~art of this tT.ill be conducted by the U?iIDC field 

e;;;perts, having as ~uch as possible dey to day contact 'Rith the 

pa!"ticipents. The field experts will also be present dU--1.Dg the 

conducting of the wo~kshops. 

- The pa!"ticipants should all be senior, well q~eli!ied, industrious 

people, havi.Jlg the possibility of doing the required planning 

and pro~o~ion.between the assemblies, a.od to control the imple

mentation o! the projects. A good ~o~king kno~ledge of F.nglish 

language is required. 

'!'he wo~ld..og sroups should be composed so heteroee.D.iousl7 as 

possi~le, eech p~~~erably r.ith participe.n~s with knowledge or 

expe:-ie.:.ce ·;.i ~hl.n ~~e 4 dif!e~.ct :!ields ot: 

- ensi~eerinc o:- ?roductio.c co.:.trol, technolo&Y understanding 
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- sales, purchase or oa.rketi.ng 

- econo::y cal.ccl.atio.c.s/financi.Jlg 

- contact wj_ th entrepre.neurs or the working 1fi th industri.a1 

estate accomodatio.D/infrastructure/labour situations. 

- Af'ter conducting the programme last ti.me, the workshop mAterie.l 

vill be collected for future reference and for the conducting of 

s.;Eilar progral:JEiles in the coctinuation. ~e :naterial. rill contain: 

- Workshop progra::J:!les 

- 3and-outs from the workshops 

Resm:::es of the briefing sessio~s 

- Copies of transpa..-encies e.nd other audio visual ceterials 

- The list of priori t;y projects from the wc::-l::i!lg groups 

- Z'ne aazi.o?.U:l 96 feasibility studies 

- .Bv-2.l.uation and concl~sion regerdi.cg the icple=en~ed projects 

Co~ies of the plans for ezpansion within the different 

trades. 
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P~OG~ ?O!l 1st ASSE!:BLY 

PROJECTS: IDER!rIPICATION PHASE ( 2 davs ) 

1st day: 

a.oo - 8.JO .Assembly and consul.tations 

8.)0 - 9.00 Opening b7 DJIK Project Nationel Director 

9.00 - 10.00 General inf'ormation about the workshop programme 

10.00 - 10.30 Group assembly. Internal discussion of the 

workshop programme in general. Identification of 

possible wo~ki..ng difficu.lties and agreeing on 

collabora!ion in the groups. 

1C.)O - 11.00 ~estio.llS and discuEsion about the program=e 

11.00 - 11.JO Dreak 

11.)0 - 12.15 Ail:is or the industrial projects and requirements 

to projects to be plaD.!led by the groups. Briefing 

12.15 - 1. )0 Creative teamwork. An orientatio~ about working 

methodology. 

1.JO - 2.1)() L~ch break 

2.00 - J.00 Group ~election of initial chairman and secretary, 

listing and shortlisting o! 12 or more, potential 

projects, arra.ae;ed as to :;iricrlty of working 

J.oo - 5.00 Presentation and discussion in plenary of the listed 

projects. Deterai.~in& of proble~s areas and which 
~asic preconditions !o= the projec;s to check. 

2!ld dex: 

B.00 - 8.JO Assecbly and in~ividual internal consultations. 

8.JO - 9.JO Plenary brie!ins on how to get ap~lications from 

?respective potential en~:-epreneurs. 

:iscussion of sacie. 

! 
;' 

I 
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9.30 - 10.)0 ChecJc:i.Da of besic preconditionb { on an individual 

baata } 

10.30 - 12.30 Briefing on the aim and the content of the 

required fel\Sibility studies { With emphasis on 

the required information } 

12.)0 - 1.00 Confirmi..ag ill y~ena!.",Y of the basic project pre

condi.tions and co.cf'irma~ion of priority for the 

identified project task~. 

1.00 - 1.JO Listing as group activity, the required ..,:.."Ojec~ 

info::-aation and proposed sources for same • 

1.)0 - 2.00 Lunch brea.k 

2.00 - ).00 Presentatio~ 1.n ple~ary of the list of :i.nfo.rmation 

to be collected 

3.00 - 4.00 Distribution witl::.in the &roups, tasks of 

collecting inf or::etion. Time plan for the period 
before next assembly 

4.00 - 5.00 Discus:ion of •or;ing me~hodology and collabor,ting 

opportWlities during the i.n:f'ormation collection 

phase. Briefing about the 2nd assembly. 

.j 
• 
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Activities between the 1st and the 2nd assewbly ( 6 - 8 weeks ) 

In.fon:iation Collection nbase 

The f'ollo'l'li..ng tasks ri.11 be performed for the "workshop" project 

and consequently for the ) further selected additional. projects 

( if' it becomes obvious duri..ng the collection of i.:lformation that 

the operating condit:!.ons for a project wiU be very difficult, one 

shou1d coll£ct i.n:formation for tbe next project o~ the priority 

list ) : 

Techl:!.olog•: 

- h"h::.~h product varienties ce.n be made ? 

- Vlhich illfluence has selection of product variety on 

tP.c?:oology investaent and market. 

- ~nich technologies are available ? 

- 'l:'he:-e is technology in forcation available ? 

- ~bich supplies exist for the requi~ed equipoent ? 

- Collect quotations fo~ adeq~e.te equipment fro~ ~he supplies 

- Collaborate with the suppliers until the quotations cover 
the requirements. 

?..e.~ meterie.l.s: 

- ~o 1thicb ~::~eL~ are the required raw caterials and other 

i!lputs available r.ithin reach in sufficient quantities/ 
qualities ? 

- Get ~uotations !o~ raw mate~als srecifyi.cg price, pa.yment 

ter.::~, !reisnt, etc. 
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J.:arket: 

- Bow is the lil2.rket and .the price dependent on the execution 
of the product ? 

- Which quantities does the market require and which share 

of the me.rket is it reasonable to expect for this project ? 

- tlhi.ch are the nor.nal trading channels and the trading •7st.tm 

for/the product ? 

- iihich are the prices and profits from i;aziufacture to oonsumer ? 

- Bow is the de!il2Jld distributed geo{;raphicelly ? 

- \":hi.ch a...--e the payaent co~ditions ? 

iihich ere the requi.rex;:ents to the e!ltrep::-enet.:.r in terms of; 

I.Janage~ent ability, technology knowledge, capital availability, 

precises evc.ilability and others ? 

- Get, applications fro~ prospective entre?rer.eu~s !h.:-ough 

spreaci.ng eAcourage:ent a::d p!'Oject if.f~r.:ia:ion. 

- Collect i.n!ormati'n about the capabilities of t~e applice.ots 

Location: 

~stizate t~e .requi::-ements of the pro~ect to size, standard/ 

cost, location, required infrastructure and otre:-~. 

- Get in!or.:ation on availa;i,ities o~ worl::i.c.g premises, 

pre!erabls ready buildi:l5s for hire. 

~a.ke notes, c.inute£, a.~d tables of tbe collected i.afor.:iation 

Or;a:lize the ebo~e in:fo:i:iation sJste~atieally in a ~ile. 
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PE..\SI3IL!!'Y S~Y YL!;_'lE ( 5 davs ) • 

1st da:r: 

e.oo - 8.JO Assembly and individual consultations 

a.30 - 9.)0 General i.n:fo:raation in plen2ry about the progress 

situation after the inf'ol'Dation phase, and briefing 

about the prog?'S!lllile fo~ the 2.nd assembly. 

9.JO - 11.00 :ariefing in plenary about the investigations and 

compiling to be done regarding the technology content 

of the p:-oject. ( prod~ct - process - and selection 
<'f equip:nent ) 

11.00 - 1J.OO Group and individual, tailoring and compiling of 

the technology part of the feasibili~y study 

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

1).00 - 1;.30 Ltlllch bree.k 

13.JO - 17.00 Completing of the technology ~art of the 

feasibility study i.~dividual.ly and in t~e sroups 
( CO!lt. ) 

2nd d.av: 

s.oo - 8.JO .:..Ssembly and individual internel consultations 

8.)0 - 10.JO Pre~entation 1n plenary from. the 6 groups the 

results of their technology iavestigations and 

cogpil:Ulg. Discussion o! the results end concluding 

of the i.ndivi~ual situGt~on. 
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10.30 - 12.00 B:-iefin& in plenary about cc~pili.!lg the market 

i.!lvestigations and its concluding 

12.00 - 1J.OO Group and i.lldividual activities compiling the 

market illvestigations and concluding of demand, 

price, and marketing strategy. 

13.00 - 13.30 Lunch break 

1;.30 - 17.00 Completi!:lg the oarket/deoa!ld part of the feasibility 

study individually end in the groups ( co~t. ) 

3rd day: 

s.oo - 8.JO Assembly and in~ividual internal consultat~~ns 

8.JO - 10.00 Presentation in ple.!1e.ry fro!!!. the 6 groups, results 

of their ~arket investigetions and conclusions. 

Discussicn of the results a.:ld concluC.i:ig of the 

individual situation. 

10.00 - 12.00 Briefing in plenary about the cocpiling and conclusior. 

of the economy section of the feasibility studies, 

including investments, profitability, a.~d other para

oeters 

12.00 - 13.00 Group e.nd individual activiti~s compiling investments, 

profitability and other economy peraceters of the 

feasibility study fo~ the dif!erent projects. 

of the econo~y co:putations and concl~~ions. 
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Discussion of the results e.od concluding of the 

individual situation. 

11.00 - 12.00 Briefing in plenary about the further content of the 

feasibility study, the entrepreneur, location required 

fi.rlancing, and sW'llClary/i.ntrod~ction. 

12.00 - 1J.OO Group and individual activities to complete the rest 

content of the feasibility study. 

1J.OO - 1.3.JO Lunch break 

13.30 - 17.00 Comrleti.ng and assembling of the ~easibi1ity study. 

;. f> .... --,; . 

B.OO - B.JO Assembly in plenary and individual internal 

consultations 

6.30 - 13.00 Presentation in plenary froo the 6 groups the total 

concluded projects, including their selection of 

entrepreneur and project location. Discussion of the 

res•.;.lts and co~cluding of the individual project. 

1J.OO - 13.JO Lunch creak 

13.30 - i5.00 Drie!ing on the implemer.t~tion of the projects 

including, collaboration with entrepreneur, fi.na.~cing, 

licensing e.nd project ap~roval, location, cachi.nery 

purcha£e, time planninB, and fol!ow up. 

15.00 - 16.00 Group activity making the tice action plan for the 

pro3ect iople~entation 
-·-E-

16.00 - 17.00 Presentation of the action plr.ns ill :;>ler.ary, 

discus~ion ~d conclusion. 

1i.O~ - is.co !nlividual co~sultati~ns rega:rdi.ng the further 

wo~~ing o! the projects. 
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19.00 - 21.00 Di.nner ill a dif!e:-ent place vith a sW!ZUn& up spech 

by L!r Ten;pubolon. 

ACTIVITIES ~ETIEBB THE 2.nd Al?D TfiE )rd .A.SSEL!BLY: 

( 6 months ) 

!J:lole~entation Phase: 
==~=========~s====== 

- I.Jrfro~ and get commitment from the tentat~vely selected 

entrepreneurs. 

- Reconsider and adjust feasibility study in collaboration 

r.i tb. en;~.repreneur e.nd Ui;IDO. Duplice.te the COCUJilent. 

- I.n collaboration with entrepreneur, select location/p.reoises • 

- As~ist entrepreneu: to nbtaiJl fineci.ng and let the entrepreneur 

open a joint account fo:- his equity capital 

- To the extent it is necessary, help the client to order e.11 

required equipme!lt e.nd i!lstallatio!ls. 

- ~ate a lay-out fo~ the i.r.stallation 

- ~elp the clie~t in i::aking specially required arrange~ents 

adequate sales caterials are cede 

- Follow up that the ~reoare time/avtion plan is followed 

and make sure that ir.. 'allations are properly do!le. 

- Follor. ~P the trial production and see that proper cethodolo&Y 

is applied and that adequate qualities are made, liclited to 

the standard products. 

- l!ake sure that su:ffieient aceou.nt e.re ceintained • 

- inen the project has cooe into operation, check that the 

production ar.d the economy gives adequate results. 
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RESUL~S IDEl.!T!PIC~TION Y.dA.SE ( 3 davs ) 

1st C.av: 

a.oo - a.30 A.sseDbly and individual consultations 

e. 30 - 9.15 General i!l:fo::::i::;ation about the progress and the 

p.rograc::ie. 

9.15 - 11.00 Briefing e.n aims and methodology ill project eval.uation 

with the aio of creating improvene.n-:s ill their opera

tions. Introduction to e.n inquiry fore. 

11.00 - 17.00 Visit to the several impleEe~~ed projects (collectively) 

~c d.2v: 

6.00 - 14.00 Group visit to own project.~ Checking the general 

project situation, guided bJ the inquiry form. 

14.00 - 17.00 Group asse~bly, cocpiling i~fo:-oation from the visit, 

cal.culati~~.and discus~i~g ac~io~ O?portunities 

concluding a pla:i for i.!:lproveoent of the project. 

Jrd day: 

e.o~ - 8.JO &sse~bly i.:l pl~na~y. indiviiual consultations 

S.JO - 1C.OO Presenta-:ion in plena:-y of the results of the 

investigation and the action pla.!ls !or iDproveoent 

of the on going projects. Discussion and conclusion • 
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10.00 - 11.00 B!"iefi.ng tn ple~a:ry on the possibilities of project 

duplication and expansion. 

11.00 - 12.00 In the group, drafting of a plan for expansion 

on the tra4e represented by the new project 

12.00 13.30 Precentation and discussion of the expansion plans. 

13.30 - 14.00 LU!lch bree.k 

14.00 - 15.00 J)iscussion of the continuati~n of activities to 

develop further i.!ldustrial projects and the needs 

to p::-ovide further traiLing ;ti.t~i!l the subjects 

c~ the progra.m:ne cf wo~ks~ops. 

15.JO - 16.00 Closing of the workshop prog~aI:Ce by the DJ'""!.K 

?roject National Director. 

Jake~ta, 11~, Pebru 1963. 

~ I .' ·~~ tFEi~ 
I!ldustrial Ec,;i.necr - m~IDO • 
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IE.83-52/IV-ol.. 

PllOPO&.AL TO COMTEKT OF AB INVITATION 

LB!TD TO PARTICIPATE Ili 'l'HE PROGRAMME . • 

a. Preparation of new Industrial projects. All InTitation 

to a progr ... • of vorks4opa. 

Subject to budget approTal bas it been accepted to run a aeriea 

of 3 eucseasiTe workshops conducted b1 the DJIK with the technical 

assistance rendere• b1 the UNIDO-Teaa vi.thin the subjects of iden

tification, preparation, and i11plem~ntation of small scale indus

trial projects. The Workshops will be held over a period of about 

one 7ear. Tile iateation is that the participants during this period, 

in groups of 4 will do actual i•entification, preparation and follow 

up of i11pleaentation of 4 real saal.l scale industrial projects each. 

Oae of the projects to be worked through during the asseablies, 

and aa llall1 aa possible of them to be implemented during the period. 

A teapor&r1 wo~shop prograaae f ollovs enclosed specifJ"ing totall7 

10 aaaeabl7 d91s, but this ••1 posaibl7 be ~ncreased. 

Ve consider the opportunit7 to be both interesting, haTe good 

personal •eTelopaeat proapecta, but alao to be Ter1 dellall4ing. 

The project• apected to lte iapleaeate4, pref erabl7 bue4 on new 

techaologiea, increase• of course the •al•• 'f the initiatiTe. It 

ia e~ectecl tlaat the participants engaging in the projects will not 

be able to, and nat ~· total.17 releued from, other ta8ka during 

tile 1•ar of the progr-e. Later on it is expected that t1ae1 will 
\. ... 

ooatia•epwork of the ... e tJPe• 'file 4 persons working together in a 

group• should be fro• the aame area,enabling them to contiaue working 

together al•o between the aaaeabliea. 

It ia coaaidered beneficial if tbe 4 persona in the group• can 



" 
llaYe 4ifferent profeasiollal backgromul, Yer7 well vith one fro• 

the engineering or production ai•e, oae vi th econ0117 backgromul, 

one aarketing,aad one with peraollllel or estate relatioll8hip. 

The workshop• rill be coaduct8' in Jakarta. Ve expect to 

establiall 6 gro•p•, whereof one fro• Aceh, one from Borth S1111atra, 

one froa Dll, one fro• Veat Joa and tvo fro• G<tatral office. 

(Totall7 24 participants) 

The progr-e vill be couuctecl in English. It is therefore 

11eceaaar7 that the participants haTe a goocl working knowledge of 

the language. 

Ve hereb7 i11Tite 7ou to select 4 participants for the prograaae, 

candidate• that vill be sufficientl7 free fro• other taeka, haTe 

•••q .. t• prof esaional backgromul ancl are 8}t8Cificall7 interested 

in auch a prograaae. 

'!he f ir•t ae .. ion will be 11.eld in the aidile of April ud. 

ve expect that tte participant• will atart their preparato17 work 

3 week• in aclYuce. 
Ve therefore require 11rgeatl1 to know the naae• ancl the particular• 

of the aelect.. ou4i .. t••• 

Jakarta, 5th March 1983. 

Iadu•trial !'Agineer. 
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IE.8}-140/IV -1? • 

EDX:UTIHG .A.GllfCY: Directorate General. of Saal1 

Scale Industries, DJIK, 

Departaent of IndustrJ'. 

SUPPI.mmfT.ARY 

T~!UflCAL 

.A.SSISTA.lljCE. 

: Industrial Engineering DJIK

UMIDO DP/IMS/?8/<Y/8. 

I•portant information. Please read this immediately. 

The workshop progr&Jllllle for Identification, preparation and 
Iaplementation of Industrial Projects. 

Preparation for the Workshop participation: 

You haTe as 7ou will kllov, been selected for participation in the 
progra91le of vorkshopa to be conducted bJ DJIK assisted by ONIDO, 
for the identification, preparation and implementation of 
industrial projects. 

You can coneider this being an unik opportunit7 for JOU to achieYe 
thorough training in project preparation and follow up, together 
with getting real practical experience under liaited, but efficient 
guidance. 
The intention is that the expertice 7ou accuire will be further 
draVD upon in the future, that JOU will be looked upon and 
utilized as a project promotion specialist. 

There ia also a possibilit7 that JOU ~ be aelected for the future 
conducting of aiailar training progr ... ea. 

The ai• of the progr ... e is not 01117 to let 7ou learn better 
project preparation thorough theor7 and practical exercises, 
unless also to do the planning and real implementation of the 
projects. 
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The best v~ of learning better project preparation is certainly 
through doing the job in reallit1, but besides tnis is it hence 
also the aim to get implemented for each group, 4 projects. 
It is in this V&.7 expected that the 6 groups of the programme 
will create implementation of all together 2~ different nev and 
untraditional projects vhich later on again can be duplicated. 

It is e!J?ected that aajor efforts vill be done bJ JOU during the 
programae period, froa receival of this letter and for up to a 
period of one Jear. Thi.a is vhJ it has been expected that JOU 
vill not get much additional time to engage in other tasks. 
Full efforts vill be required from JOU during the assemblies, but 
si=ilar efforts vill also be required in between the sessions 
when JOU vill continue to work on this prograame at your normal 
duty station. You •ust tberef ore arrange that you vill be 
released for other •ajor tasks during this period. 

If there will be alll obstacles against your full participation 
in the progra11111e, please discuss this i111Dediatel1 with your 
superior and further communicate the aatter vith llrs LukJ of 
DJIK, Jakarta without del~. 

The programme comprises all together 7 different stages including 
3 asseabl1 sessions, and is built up as follows: 

1. Before 1st assembly : To study the receiYed material., to study 
and discuss project opportuuities fit for 
1our location with colleagues and people 
within the various trades, so as to be 
fully prepared for the 1st assembly. 

2. 1st assembly . . Ou a team basis to discuss, evaluate and 
do final selection of 8 potential project& 

3. Before 2nd a.seabl1 : 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 
feasibilit1 studies for the sel .. te4 
projects. 

5. Before 3rd asseably : To prepare 3 or •ore teaaibilit7 studies 
for the selected projects and to initiate 
and follow up implementation of at least 
one of th••• 
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6. During 3rd aase81tl.7 : To eYaluate one of the implemented 
projects and to clrav a pl.u for its 
improvement/extension and/or 
duplication. 

?. After the 3rd assea~: To initiate implementation of the 
further projects, to plan for their 
further development and to initiate 
fulfilment of the p1ans. 

During the assemblies . . You vill be guided in the work besides 
that JOU vill perform the tasks as 
specified. Each group of 4 persons will 
work closel7 together both in planning, 
collecting information, discussing 
problems, writing material and follow 
up the implementation as vell as during 
the result analJsing stage. 

Between the assemblies is it expected that 7ou will continue to 
vork together in the group and the groups vill in general be left 
to control its OVll activities. The UMIDO experts vill to some 
extent be available to guide the activities a1so bet•1een the 
assemblies, but quite lillited than, and in general only on your 
request vhen JOU find that assistance is required. 

Before the 1st a.aseably. 

You vill nov have onlJ limited time remaining, but it is important 
that 1ou utilize this time efficientlJ, and it is expected that 
you vill do the following to prepare 1ourself for the 1st 
assemblJ: 

1. itudy carefull7 all the material enclosed vith this letter 

2. List for 7ourself industrial saall scale projects which 1ou 
think are required in 7ou ~rea, which are presently lacking 
and are possible to promote. Kake use of the lists and 
proposals which are enclosed I 

3. Discuss those 1our ideas vith other people to get as much 
information as possible about prospects and possibilities. 
Discuss with aanufacturere, vith tradera, vitb users, with 
authorities, vith aaterial suppliers and vho ever 7ou think 
vill have useful information for 7ou. Make detailed aotes of 
the in'ormatiOn JOU get J 

r 
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'fha 1st Asseably vill be held in Hotel ••••••••••••••• 
froa 7th to 9th of June 1983. Please make sure that you will 
be present in the hotel Tuesday the 7th June at 8.oo if 
neces&&.%7 through colling to the hotel the eYening before. 

l ~rite abc~t hotel reserYation here 1] 
The programme the 7th June and 8th June will continue until late, 
and 1ou will not get time for other activities after the programme 
hours. The 9th June the programme will contiuue up to 1?.00. 

Please make sure that 1ou 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 usei during the whole programme: 

1. List of the participants 

2. The workshop programme 

3. Listing of project opportunities - Sources of Project Ideas 

4. Screening and ranking of project possibilities. 

5. 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 technique. 

9. Project Financing. 

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

11. A list of u•e• for town-wastes. 

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

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

Jakarta 18th May 

Directorate General 
Small lndustr1, 

(Gitosevoyo s.H.). 
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PROJECT PREPARATION WORKPLA'tl 

Short Listing ot the proposed sequence: 

1. Collecting ot general. status information 
2. Listing of project possibilities 
3. Discussion or these 
l+. Estimating ot Ke7 figures ot individual projects 
5. Priority listing (temporary~ ot projects 
6. Delegating of coll.ecting project information 
1. Prefeasibili ty study 
8. Project appl'Oval. 
9. Pinancor•s cl.earing 

10. Client identification 
11. Priorit7 listing ot projects 
12. Feasibility study (client collaboration) 
13. Location selection 
14. Planning ot ot building installation and investments 

1 5. Financing 
16. Implementation aasistance 
1?. Training 
18. Assistance on start ot operations 
19. Result registration 
20. Project illprovement 
21. Duplication or project 

Short listed information on the individual. steps u 

listed above: 

1. Qollecting ot Qeneral. Status Informations 

1.1 Import, Bxport, Production atatisticss 

- .Sort out products po1sible as ~.mport substitutes, 
products tor increued export, aad production which 

rav material are exported tbat should rather be 

utilized tor production ot finished products. 



( . 

l 

1.2 Trader information a Sort out rrom shop visits products 
which are ~ short suppl7, or low qualities and imported 

too expensive 

1.3 Industries information a Which inputs are inadequate as 
regards suppl7, price, or quali t7 t. Which wastes or 

b7-producta are aTailable ? • 

1-.1+ CQnsumeirs Intormation and general knowledge s Which 

products are lackf ng, eas7 to manuf'acture or to 
expensive T. Vb:l.ch rav materials are extensivel7 
aTailable, which wastes ? • Which are the basic need 
products and services inadequately aYailable ? • 

1.5 Compare with project lists from other sou:ces, form 

machine suppliers and tro• other countries. 

2. Listing of' prpject possibilities. 

2.1 List projects which mq be e1pected to be: 

- Fit tor small scale prod.uctl.on 
- Are ~quired to settle basic needs and can ease the 

life 1n rural areas. 
- Utilizes aTailable wastes and local.17 abudantl7 

available rav materials 
- Bequire l.1111ted aldlla. 

2.2 Categorize tbe list on industrial trades, and range as 

to expected priority. 

3. ;n.scu.ssigp of' prpJect Possibilities 

- Tbe list to be distributed in terncU.17 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 
• Warning against specific clifficuJ..tiea 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 
• Available market information and information about 

suppliers of macb1nel"f and rav materials. 

4. Estimating of Ker figure§ 

Por each project estimate after only limited 
investigations figures fora 

- Competitive price 
- Lowest economical size or project in terms of 

production volume, manpower, investment and working 
capital, proti tabili t;r 

- Foreign exchange 8'Wings 

- Required ettorta tor preparation and implementation 
ot the project, multiplying potentials 

- Importance ranking ot tbe project ( 1-5' ) based on 
above figures 

- Ditri-cult;r 1n Implementation ranking ( 1-5') based 
on time tactor, technology d.itficu1 ty, financing 
problems/capital demand. 

5'· Temporarr Prioritx Listipg 
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List the projects, ~3nking according to the above fbctors 
in sequence of recommended order o! preparation and 
imple;::;.entation. 

6. Delegating of Collecting o! project information 

The information collection to~ the prefeasibility study 
should be as brief as possible, tne ~uch that one will 
be able to quickly get only a rough picture of the 
situation: Finding roughly proauct price, ~aterial cost, 
approximate cost of equipment, asoessment of labour cost, 
and seing t~e market in general to be sufficient and 
seing thet the requirea inputs can be expected to be 
available •ufficiently to prepare a very short presen
tation ~s required for the purvose of e:xpecti~B the 
project to be so prospective that a complete feasibility 
study can be made and that the proje~t can be given ·initial 
green lights. 

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

7. ?repare a pre feasibility study 

The pre feasibility stugy 

The pre feasibility study snould be brief, normally 
2 - 5 Paa•s. It should not contain more than what is 
necessary to roughly judge the viability of the projects, 
aetermining the sufficiency of the market demand, prices, 
investment and a 3rd year profitability esti~ate determing 
the break even point. 
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8.- 9. ProJect Approyal and c1earing bx the intended financer 

-

10. 

The project should be approved at this stage be1'ore 
preparing the final feasibility study, a approval wh!ch or 
course v111 be subject to that no serious problems or 
short-comings v11l ocur during the final. investigations. 
One can hence avoid working extensively on projects 
which stand lillited chanses or being implemented. 
The project •Y as to its situation require approval by 
UHIDO, the ministry and posibly also other institutions 
dependent on (:irCJJJltJµ!c~'' and b7 the local autboryties 
R~n,ewed approval mq under certain sircumstances be 

required otter completion ot the final feasibility study 
if the picture changes drastically. 

Qlient Identification 

When a brief study is available and the project in the 
principle is accepted for financing, this is nol'llally 
the ~- that one v111 identit'y prospective entrepreneurs 
tor the project. 
Several W81'S 1181' be used in seancbing for, and selecting 
the client including advertising, generally and specifically, 

tor interested people • 
. T.beclient 11USt under all c:ircumstances have the necessary 
and best possible qualificationss 

- The necess&l"J' knowledge and experience or the required 
technology-, (especially tor smaller projects where no 
manager should be employed). 

- Being able to prove that be has the required equity 
capi ta1, equal to the working capital + the pre
perational coats or at least 20 ~ or total project cost 



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

- ~aving sufficient ability to do managerial administration 
of the project 

To the extent its is required, have available suitable 
worxing premises for the project. 

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

i~,uts. 

This is in order both to make him conversant with the 
project, to learn him properly to know. ~'hether ~e really 
is well fit to manage the project, and to ease the job of 

project pre~aration. 

The client must be made completely aware and he must sien 
a docUlllent that the project is in no way committed to him. 

11. Priority listing of project. 

12. 

It is expected that prefeasibility studies will be aade 
for many more projects than what will be implemented and 
that one will have capacity of making any complete 
fea3ibility study for. ~ 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 location questions. 

Yeasibility stuciy 

Prefeasibility studies can llli. til!le be made !or any project. 

' i . 



·rhe final fe::i.sibility study will in general o.&ly be made 
for the project appering highest on the priority list for 
approved projects. 
The study will in general be pre~~red by the one who has 
taken cain interest and taken part in the ~reparations. 
The work may however be shared, and it should be expected 
that marketing and engineering de~t. will participate with 
investigations and in compiling parts of the reports witnin 
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 comprenensi~e 
to get the necessary picture of the ecoaomy and the 
technology and function as a brief guideline for implemen
tation of the project. ~ecessary data for !inancial judge
ment should appear, but one should avoid filling the 
study with unnecessary inrormation. Simple and small 
projects with ebvious feasibility m~ always be much shorter 
than the more complicated ones. 

13. - 14. Location and ?lanning of buildi3g insteJ.J.ation 

If the location has not been clarified 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. 

l"inancinpj 

The project will not be coJ11J:1itted to the client before; 

- The project is finally approved 

r 
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- Pi.Dancing is approvad 
- The equi't7 or -the client is daposited on a joint account 

v:tth the t'inance institution. 

The means or the cl.ient will. be ut111zed before drawing on 
loans. 

-16. Igl.e•ntation Assistance 

UBIDO will only giva advice on the impl.ementation without 
taking any activa part. It is however a condition that the 
advice will be follovecLror UHIDO to approve disbursment 
or funds. It is expected that the cl.tent wi11 liase·with 
UHIDO in all important matters or the implementation; 

17. training 

The UJTIOO Qaining orticer vlll at an early stage aceess the 
need tor training or personnel or the project and collaborate 
with the client to ensure that possible requirements ¥111 be 
tu1t11led before the project starts its operations. 
Also he will. ro1lov the initial operations closely to see to 
which extent tutber training on the job or otherwise v111 be 
required. 
He vi11 take the neceas~ steps to ensure that the required 
training will be acheived. It is expected that the client 
will be capable or the required technology, management and 

booke~piilg •. 

18. .A.a•i•tance dn1ng •tart or operations 

UBIDO vill not take aD7 active part in start or operation• but 

v111 at clitterent ti•• monitor tbe progress, identity loop
holes, and take steps that the client will be guided accord-
1ngl7. 
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19 - 20 Belu1t Jl!gistr&t1on and Yeproyem1nt 

The client vill be expected to send j- yearly accounts to 
DIDO. As tar as these are aatistactory, no 1'lther 
actions are expected, vbile otherwise a monitoring 'ri.sit 

- tolloved by a illproYe•nt progru.e is required. 

21. Dpplicatien o( PrpJect 

Before conntting tbe project to the cl1~nt, it will be 

made clear that OJlIDO Vil.l. utilize the project experiences 
tor the establis•nt ot sillilar projects elsehvere~ 
Du.plication will be encouraged as soon as it is telt that 
the result possibilities are certain enough. 
Dependant on the teclmology and the economical situation, 
that ~ occur at any stage ot development. 

Jakarta, 9th l>eceaber 1982 

Industrial Engineering B.xpert, 
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SCREll'ING AND lWCICDG OF PROJJX;'f POS£IBILITIBS 

To promote an ind~stria1 project, there are onl~ 2 goals that the 

project must ful.fil; but these are Y8'r7 definite : 

1. The prcdacts or the serTices of the project aust be of 

value to tne societ7. 

2. ~he ~roject must be sufficientl1 profitable. 

If the outputs of the nev enterprise does not improYe the situation 

of the society, you should not promote it, even hov profitable it 

could !::e fo:- ::~e e::trepreneur and his em:plo,-ees I 

There a=e only 3 ..:a.:1s in which the project can be of real value for 

the society: 

1. That i ~ :::e.:-.:.:.f<>:cttireS products which the people reall7 need; 

p~oducts that makes 1ife better at costs that are not 

too his;h. 

2. That the production substitutes importation-to save foreign 

~urr~ncy. 

3. Th3t ;;!:~ p:-od11ction is being exported - to gain foreign 

currency. 

If the project is not of value to the society; than leave it. 

Do not proaote it even if it ceans high profits for the entre

preneur and good ec?lo711ent opportunities I 

Other !actors are al1 related to profitabilitJ, including environ

cental oatters, which maJ require costs in order limit harmful 

side effects. 

For us ?articularly to devote time to project promotion, tvo more 

conditions should be !ul!illed. These are: 

1. The project must be small scale. This means that the 

required bank financing capital must be limited to a 

r.iaximum of ~:?• 75 million. 
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2. The i~volveoent of working hours for the proaotion shoulQ 

not be unreasonably high compated vith the effects of the 

project. ~ence; projects making more important products, 

projects emploJ"ing many people, projects which has good 

growth potential and projects within nev technolo17 on the 

local. level possible to duplicate by promoting furth~r 

similar projects, should be given the highest priority. 

The further q~estions, more or less related to profitabilit11 are 

the fol1owing: 

- Market considerations 

- ~echnolog-; considerations 

- Investment requirements 

~v caterial situation 

- Employ~ent 

- EnvirollJ:lental and 1ocation situation 

- Concluded ~~ofitabilitJ• 

For the screening out of projects that does not appear sufficiently 

positive, and the ranking o! tI.e acceptable ones, the different 

areas should receive reasonable attention at least within the 

following subquestions. eonsidering 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 ahould 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 nearb7 market for 

the products of the project and bov does that compare with 

an expected normal production volume of the project ? 



- To which extent is the local market demand settled. by other 

local manufactures, through Indonesian production in general, 

and hov much is settled through importation ? Can the 

required share of the market be reached comfortably without 

too such strain ? 

- Which are the prospects on a wider market area, and which 

extra complications will that involve in terms of freight and 

communication ? ~hich is the export potential ? 

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

prices from other manufacture ? 

- How will the ?roject in general be ab1e to compete with the 

established tnanufacturers having long time training and 

depreciated equipment ? 

Row will the project be able to compete in quality ? 

- How will the project be able to provide credit-facilities 

for the sales, sicilartD the conditions offered within this 

trade ? 

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

tions on tne product ? 

2. Technoloey 

It may be possible to establish the pro:ect within different levels 

of technology. One will normally try to make use of the 

technology which gives the lowest cost per manufactured unit 

under our local conditions. This vill normally tor us mean a 

Semi labour intensive alternative with individual simple machines. 

- Will we be able to operate the processes& and to manage the 

maintenance wihout too big problems ? Do there so tar exist 

any local e~perience to operate such equipment ? 

,, 
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- Are ve adding ~ nev technology through this proje•t, 

or are ve on11 repeating vhat is already present ? 

- To which extent can the required equipment be locally 

available ? 

3. Investment Requirement 

What approximatel1 vill the project investment be: 

- Process machinery Rp ••••••• 

- Other equipment, i;ools, factory furniture, transport 

means; 

- Import fright, and transport costs to get the 

equipment in position in the factory; 

- Installation cost, electricity, water, etc.; 

- Building costs (only if necessary) or building 

modifications; 

- Working capital, net. 

- Pre-operational cost. All expenses before pro

duction start incl. interests, rents, salaries, 

training, etc. 

Total 

Can one expect the investment related to sales 

volume to be reasonable ? 

4. Bav Material Situation 

Rp ••••••• 

Rp ••••••• 

Rp ••••••• 

Rp ••••••• 

Rp ••••••• 

Rp ••••••• 

Rp ••••••• 
=========== 

- 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 

scarcel1 available, or prices to increase unreasonably ? 
Is it possible that a licenee or a quota system can 

come to apply ? Can one risk to be re!ered to one single 

controlling supplier only ? 
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- Which are the normal payment conditions in the trade ? 

5. Ellpl.ozaent 

- Bov llallJ peop1e vill the project require ? 

- Will these people be available with 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 place where this project can 

be run most economi~ally ? 

- Are buildings, electricity, water, draicaze for effluent, 

roads and,transport, telephone and comcunication, as well 

as employees accomodation sufficiently available there ? 

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

any problems in the local environment ? 

Concluded Profitability. 

In calculating the profitability, the situation related to the 

above questions are important. 

If you have time and information enoueh, 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 general. 

Contact people within other enterprises as similar as possible. 

They will let 1ou know. The rough calculation you can do as 

f ollova: 

- Yearly sales • Net sales price for the product to vhole

seller or other first link to be sold to, deducted freight, 

sales tax, packaging, discounts, and comcissions, 
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aultiplitecl with 

80 % of the no of products you expect possible to 

aanufacture and sell in a normal year = Rp •••••••• 

- Less Variable cost = Material costs, consume

ables, electricity, and operators wages, 

7earl7 

Gross profit 

- Less Fixed costs = Salaries, building rent, 

depreciation of equipment (10 %), interest on 

total capital in volvement (11 %), maintenance, 

office expenses, sales cost, transport, 

= Rp •••••••• 

= Rp •••••••• 

insurance etc. = Rp •••••••• 

Net profit = Rp •••••••• 
=========== 

From this you can calculated a few economy parameters 

for comparison vith other project alternatives: 

- Profit on sales = Net profit X 100 

Yearly sales 

• Profit OD 

inTestment 

- Break eTen 

point 

= 

• 

Net profit .x 1do 

Total investment 

Fixed coats x 100 

Gross profit 

= 

= 

= 

•········ % (Pref er
ably over 
10 %) 

••••·•••• % (Prefer-
ably over 
30 %) 

••••••••• % (Pref er-
ably under 
65 %). 
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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 on~e 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 ? ·&a.d hov 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 screar.ir.~ are ~ore or less 

important for the society, the profitability and the works 

imvolved varies from project to pro~e~t, the preparation work 

can be more or less, and the project ca~ 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 project~ which have been 

accepted in the screening for the sake of putting first 

of all the main emphasis on promotine the hich priority 

projects • 



1. 

2. 

3. 

4. 

5. 

' 

The ranking can be done in a table like this: 

k :s • "' Cl • • +> 
k aS 
Pc .... .s:: 

Project k • +> Comment • k JS 
+> 0 
Cl ~ k • rio 

0 
;i., k SS :. -a 
+> 0 0 Cl .... fo.t .... ;i., al • r-t +> k 

0 .... ID aS 0 +> at s::: .0 +> 0 +> 0 » 
+> al aS 0 0 al al •rl +' 
u +> +> 
G> k 

., rt ~ Pc +> •rf 

"" Pc a i:: k ...., 0 .... .!IC 
0 Pc 0 • II Pc .... G> 0 

k s k ;! 
0 'U CD +> •rt 
k ~ k 0 0 k 

ll. H a. ll. Ile +> p. Ac 

Ve propose to limit the parameters& to be judged to the 5 vhich 

are specified in the table. Values for the prospects of the 

projects can be filled vith an1 scale as desired, e.g. a simple 

1 - 5 scale for each of them. triority making shou1d better not 

be done merely by adding the points together, vith or without 

applying a veight factor to each of the parameters, without 

rather comparing the scores and adding up vith discussion and 

common aence 1 

gpportunity atudy and prefeaaibilit7 stud:. 

In preparetion at least of larger projects is it common and 

useful first to prepare an opportunit1 stud1, and there-after 

a pre-feasibility study. 
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The opportunity study is a roughly worked out econooy comparison 

of several project opportunities. The aim is tc find out vb.ich 

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 study. 

In our small scale project case is it now up to you to judge: 

Have the inTestigations been so throughly done a:d are the 

observations so safe that we can go straight ahead with a full 

scale feasibility study, requiring work and waiting time tor 

several weeks to come ? And are you al.so confident enough, that 

the right selection and priority making is done ? 

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

highest priority project once again 1 

Jakarta 26th February 1983. 

~9~c 
-;;~ ~davig, \ 

Industrial .Engineer - UtJIDO. 
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Creativity is the ability to develop and utilize new ideas, to create 

new bettwr situations. 

Your creative ability is dependent on 

1. Inborn fantasy 

2. Rational. workinG technique 

}. Identificaticn of, and freedc~ :~o~ habit thin~inc. 

An open cind. 

Cf these, the 2 last factors are the :=c..:.t i:-:;~crtc;.:-. t ~ That yo:t are not 

creative enough; that you do not see the or.:·crt:.;::i ties for bet tar 

solutions, dPvelop and ir::ple:::ent thei;;: is r.·: !. :_ ..:.: ::--...::..-e yo'.!. are lac kin~ 

fantacy. It is becau!:e you !lc..ve ::;tor;ed ~:::: :·. - _ c, :,:•·' ~ccau:;e i~abi t ;.;al 

thinkini:; have depresseci your imaginati·,;e t:1in;:i:: · 

Rational creative woriting technique oust fc.:.._.:.·.; a lo~ic sequence. 

You will not start developing ideas unl;:::;,'.; ... -·· : .. <:ide clear to your-

self what their objectives should be. '1·h~ :.< '. _, ·-~. e~ you la:· ciown 

must also be related to the situatior. t:1a~ ;··:;q·::;..:-.:: i:~.l:rove::ient. 

It is also not practical to judr;e or se;:i.ec• . ··· - ·. r to aor;.; furt::er 

on the111 before a reaGonable nurn:.er o:i i.:e"l.- .... •. ·-· 

The following sequence has proved to be ase!:..il: 

1. Collect information 

2. Jetermine the required functiG~~ 

3. Develop ideas (Brain stor~) 

4. Select ideas 

5. Develop solutions from the be;:,t i:.:.o::.:3 

6. Cost calculate the alterna~ives 

7. Select Solution 

1. Collect Information. 

First make sure that 7ou know the existing situation. 

r 
i· 
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Collect the information you req~ire to have ~ su~~icient ;ictu~e of the 

present situation. ~ependant on the study ob~ect, the require~ent cay 

include; costing, technical .:;i t:J.aticn, al ter,,atives availaole on the 

market, raw material or seaso~al !'roblec:s, s?l·- ~t-cor.:in.gs, tlifl'icul ties, 

market coverage and what ever is ia:portant to .::;.:>w abo:.it t'.'le present 

situation. 

2. Determine the Recuired functions. 

What to expect fror.i the new solutions, :;ho:il:i c~ clearly a:-.'...: consisely 

defined. The i=ieas to be sou;;~t s:iu~li clca:!'l:: ~i::-. at co"eri:;.c t!-.e:;c 

fucctions. 3ence it is the functions w~ic~ occ =~~uld try to vover 

that are importa::it to identif:·, not o:ily tho::P. that earli<?r .:;olutions 

cover to a higher or lesser degree. For exac~le, r.ew ina~strial 

projects in Indonesia s:1.J:il:i senerally a~ :::·.;;:;:·. :ic.::;:;i~:!..e .sn.:~sf:-1 t?:.e 

fol!owi~c !unction:;: 

Save or ~ro~ide !oreicn curre~ct 

Ha'..\:e life better for tile or•ii::"l::-:· :i.;:O::.J:-.eGiar. people 

- Limit the capital require~c~t:; 

- Give e~~loyment and income to ~eo~lc 

Utilize available local r?-': ~.;.te:~ :..::-:.:;; ar:d ~rcvent 

exploitation of scarce resc~rce~. 

Have manac;eable der.:anl'is t1J ::;~~i:i., ;;.:-·.::;in;_;, po;;e::- anti 

other inputs 

?revent too biz seasonal variatio:.:::. 

It is im!'ortant to identify the ~ ~o:ll.:, a: .. : ·.H: should avoid 

functions that merely specifies particular •:;;:·.: .;:~ solvin.; the 

problei:!s. Hence in the exam,le above it i~ e·~: lCJ;·~:c:-,t incooe, grouth, 

potential, and safety that are requirer.i ~ .. ~·re t:1:i.1 ~ro!it i::.argin. 

Further, saving of foreign currency can i..c c.0 .• e i:;. many ways, ar.:i if> 

what counts, more tnan just thinking of export. ~imilarly to cover 

the needs of the people is better goal t:•a?·. merely identifying a 

market potential. 

.r 
r 
I 
! 
I 
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3. Develop Ideas. 

J.:ost of the time we are usins our creativity and solve problem~ in

dividually and separately, an~ that has ~ost o~ten to tie so. 

SoQe ti~es is it however very useful to sit toget~er ir. a su.all grc~? 

of 3 - 4 people to spin ideas (3rain storm). The positive interaction 

between different people will nor::lally help ci.ivertiu: fror.: too tra::.iti

onal thinkin&• Whether spinning ideas alone or in a ~roup; use t!~e 

sa'"'e principles: 

1. :-:ention all the idea~ you ca!'! think cf, ·:acue O!" :·:ell 

cc-::sidcred c;.es, realistic or.es anj also t:.05e cc.n::;i.-:c~e-:i 

oore utopic and wild. 

2. List all the ideas on paper witho~t an• ecreenin~ 

3. Do r.ot critizise any of t~e ~ciess, tut think how ~ou - O:.t" '.l'I.••-

impro"e upon ther.:. A. poor id.ea ca:: ieai J':>u to creGte " :1~•..: 

and better/one 
n 

4. hake may ideas, nt least over 30, very ~ell 100. 
" Do not stop because you think yo~ have Got one idea t~ct 

is brilliant. 

When wor~ine in~group, it is of course imrortant that all the 
•. 

9articipants are well informed in advance and have got the list of 

functions (which rnay also be improved upon) 

4. ~elect Ideas. 

Go throu0h the list of ideas. Look first at the most untraditional 

ones and the simplest ones, those involving less costs. If theJ have 

serious short comings; consider how they can be icproved upon. Your 

job is not to determine what is impossible, but to change and develop 

the ideas, and !rom there to create realistic solutions. 

5. - 6. Develop Solutions. 

HavinG worked on the ideas and !ound realistic alternatives, select 

initially the !ew one:. ap;:-earinc havin~ the best potential in teri~f> 

of sim,licity, low costing and function cover; develop them into 

solutions. Than calcul~te the costinc before finally selectinc 

alternative for ic~lementation. 
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7. Seler.t Sol~tion. 

The selection should alvays be baaed on a wei[hinc of how well the 

final solution covers the required f~nctivn$ ~~ai~st its costine. 

It is important that ve reach a best possible solution; i.e. that ve 

can cover the required functions as bast possi~le, but it is also a 

question vhat are the cost involed. Very o:ten one will find that the 

best alternatives cost less. But when cost increases with quality, a 

judgement must be done, carefully wei&hinz cost ar.ainst value. It is 

hence advisable to quantify with figures toth t~e ccstinb and the 

value side, making clear the extra costs f~~ ~1dei value. 

The working technique, as explained abcve, can be a-iapte~ to the unlike 

working situations and problems that req~i~e crea~ive thinkinc. One 

will normally hc~ever find that no m~ch :::.,_.:-. ·<: ..:: f t'.'ie ::iethodclo.:;y is 

re~uired. ~hortly spoken; the technique ~s t~:~: Get ~o ~:~ow :he 

situation and the purpos - r-:ake many idea.:> - ~evel.op the ideas 

further before you judGe them - ~eich cczt ~;ain~t value w~en you do 

final selection. 

AN OPEi\ Y..IliD. 

If you in addition to adapting a ratie:i.a:. ~re<:i.t:j.·.-e i.:or.r.ir.:; r.1ethodolocy u. ~

can develop an open oind, you will be ur..!.ir~e::: :.;ore creative than 

before I 

You must than first come to know what blc:~z ~c~r cind so t~at JOU 

can vork actively on improving first of a:: yvur attitudes l 

The most serious hinderance is your ha"..:-it thir .. :in£• You cut off your 

own and other peoples good ideas with vie~?~i~tG JOU have adapted 

from past negative experience, from what ;cu thin~ is expected of 

you, and also simply because you are lazy I !o~ nornally prefer to 

find out what is wrong vith the idea, and to cive good reasons for 

that,rather than involving your brain in ~indi~i out whether what you 

say really is corect, or in finding out ~ the idea can be adapted 

or modified. 
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You are a manufacturer of 11.>tumbeling stones ancl use them as your 

tool to prevent further involvement I 

Here are sooe of the usual stumbling stones: 

- T~at is not the way we use to do it 

It does not co~ply with the requirements in Indonesia 

It is not within the frame of the Government pol~cy 

If it had worked, somebody would certainly have done it 

before. 

ilhy chance ? ~e are satisfied t~e way it is now 

- Yo~ ha•e not be~n requested to inv~l•e in this 

- Cur situation is different 

Yo~ ~o not knov ~hat you are tai~i~; abo~t 

nll c~r ex?erts have alre&ci~ lac~ ict~ the ~atter an~ 

- That is :iothin.:; new, •e have already ar:.alysed the situa':i.::r: 

- It does ~ot fit into our existi~G rlans 

- Certainly it is a good idea, but you seer-, not to unders:.;.:·.j 

the problems that are i~plicated. 

- Somebcdy tried it. ne failed coorletely 

- It know it will not work. 

Oh yes, you are very ri~ht, it WQUld have been GOOd if 

onlJ we ~ad the capacity. 

That i~ already in our budget 

- I will t~ink it over. You will hear from me sc~etices. 

I do root like it 

- Just :-1ow we are too busy. 

You have certainly felt fustrated wnen others have used these expres~icns. 

Can you now watch your own steps too see that you yourself will use a 

aore constructive approach in the future ? 

Ja~arta 21st April, 19~3. 

' ("-. - ' .. ...:w- -
....... :. • -e .. 4;.. 

3jprr. ~icsvic:;, 

lnjust-ial ~nri&eer J~lil~. 
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8.1 

DP /IllS/78/ 078/IE 

IE.83-49/ V =.QIJ.. 

LISTil'G OP PROJ~T OPPORroliITihS - SOURCES OP :r:..c.;~i IDE.AS 

Before starti.Jlg to work out a comprehensive feasibility study for 

a project is it important that we select the most suitable project. 

a~ should also not select a project without first listi.nt; the projects 

which we could co.nsider as possibilities.-. That i~ :c m:tl:e sue that ve make 

our selection among the best OP.portunities. It is t:iere:fore very 

il:lportant that we as :rar as possible list adequate projects that can 

be i.mple~e~ted under our umbrella. 

To give this a f'lying start we have encloGed ma.c:e a list of 280 

projects. roughly criteria-evaluated ane wit~ a b~~ef description 

for aany of them. 

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

if you can prolong the list with ideas from your ..:-\":n ant! other sources 

before doing a rough selection of a number of the= :or further 

studying, screeni!Jg, and ranking. 

The question then arises; where will you get the ~roject ideas from ? 

Again our list is not exhaustive but we can indica:e a few sources 

you can collSult with at an early stage (preferabl:-· in due time before 

any assembly) • 

r 
I 
! 

i· 
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8.2 

1. Use your own jmegination 

Which projects are the count17 or ti:.e local community 

lack:i.Dg ? What can be Clade from locally &.vailable raw ma.terial.s ? 

How can the working programme be enlar~£d ~or the local 

existing industry ? Which technolo&ies d.o the local industries 

represent ? • \ihich technologies are lac~:ir>t or weakly repre

sented ? ?/bat is lackillg in the rural ::iouse-hold and what can 

make life easier there ? • 

List everythin.; ycu have in ~c a.x:C. le::.•.: 

a next step ! 

2. Go through commodity lists 

judgement as 

The ISIC industrial project code ic available. ;Zo through it 

crossing out projects worthwhile cor.si~ering. The goi.Dg through 

price-lists and stock-lists of certain ~raders as e.g hardware 

merchants, may prove to be useful. Go -:~:.ro"4t;h trade cataloques, 

go through directories over commoditiez anc processing 

machinery from foreign countries. 

Go through the telephone directory yellow pages. \.'bat should be 

duplicated ? What should be impro;.·ed ? ·;:hat should b'! locally 

made ?. 

J. Go through Import and Export statictice 

!he official annual statistics for Indo~esia for export and 

import are quite detailed and co~prehe~sive, specifying 

costing &Ad quantities, distributed on individual local ports 

and on corresponding countries. "i/hic11 o~ the products in the 
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import list should we consider to manu:facture ? r.hlch of the 

exported commodities can we manufacture more of, or rather, 

which of all the exported raw material.s should be processed 

and made into finished pro~ucts before exporting ? 

4. Visit shops. traders and Super-~rkets 

Go through the s!1elves. \Th.y do we s~e all this ic:por1.ed goods 

that ~e could better make locally ? kake notes as you go 

through I Discuss 'l'li.th the traders and the s!1op owners. They 

will tell you what is fast ~ovi.Dg, what c<i:: r.ot be obtained 

locally, and what they have haci in ci.nd t:i:•c:::-.-selves for local 

production. 

5. List the agricultural. products and the er,rici;!tural wastes 

How can they be better utilized ? All asricultural. wastes 

and crops can be developed into higt: va:ue p!'Oducts. 'lnlich 

are they ? 

6. Utilize the town wastes 

What goes into the dustbins ill ir.du:::tr~· ~d house-hold can 

all be recycled to create new high value products. :Uook into 

the dustbin, list the content and its une~ ! 

7. Talk to the Industries 

\Ybat do they require of wider supplies ? ~;.h"-t is not adequately 

available for them toda7 ? Which o'! their wastes can be 

utilized ? Which product ideas have they had in mind !or 

them-selves ? 
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8. List products/projects to fit for under supplies 

lo major assembly i.Jldustries as car and vehicle assecbly 

industries, motor bike industry, bikes industrJ, engines 

and road working machinery manufacture,electronic, radio, 

television and telephone industry, an~ a.:;ricultural machine~ 

industries. Study the assembled produc~s and see for your

self' what can be made. 
Go also th...""Ough the directories of In:lustr.: in Indonesia. 

\ihat is lacld.ng. Who should have under supplies ? What shoulO. 

be duplicated f 

9. Talk to financers, technolof51 experts and institutions 

Banks and other financers have project ideaz. 1hey get 1:1.any 

proposals for consideration. Technc:.c.,:~- e:-:perts know tne 

trend within their trades and are in co.:itc.c: with foreign 

parties. Research and other instit~te~ sc~~ch for e:xistillg 

and new products and methods, test tneu anu 6et ~any requests. 

'?hey maintain opportunity lists. Gover:i.:::ect promoting offices . 
are also supposed to maintain opport::.nit:.: lizts. (:i:lo :;ou1). 

10. Which local slills are available ? 

List them and consider how they can be utilized to make new 

important products. 

11. Talk to the potential Entrepreneurs 

Which projects do they have in mind ?. What would they 

themselves like to start manu!acturin.;:; ?. 
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8.5 

I.Iany others can al.so propose important industrial projects. 

List it all down • 

.lf'ter having the long list ready, sort out th.e projects that you 

think will have major interest in your case. :?ick on those which 

are much needed in your area and are in short sup?ly, are imported, 

can be i:iade from local raw material~, fro:.: ;:-a.: tcs, are not too 

difficult to aa.ke or decrand too high ca:;-1:i <: ;;;.: , :::c .:e ones introduci.nt; 

new needed technology, these utilizin.; local s::i:..ls and these which 

can fit within existi.Lg bui1dillgs. 

The list tiay still be long, shorten it slow:i.y b:.:.t do not th.rouw 

away any idea l Finally you will have to do fu.::".;her investigation 

and screeni.D.g of so~e few selected project~. 

Please see further notes on the proposee p~cce1ures for screening 

and ranki.Dg 

J&l:arta., 24th l''ebruary 1983 

'_,) 

BJOR!i .EIDZ7I3 , 
I ml~:::': rial :.nginee r - t.'ltIDO • 

-u 
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Unless getting a first class entrepreneur, th• best project can 

be turned into a disaster. Therefore, start in ti~e and 5ee t~at 

you get hold of the best possible candidate to i~~lement the project. 

You must start searching for him as early as !;ossiole because you 

will need time to know him sufficie~tly. You alco will need to have 

a good number of applicants from who~ yo~ ca~ se:ect the few best 

as potential candidates, and from w~om you finally a~ain can select 

the one who after some experience of the :e~, prove to be the most 

potential among them. 

You can divide the task into staEeS as fo::..lo· . .:~: 

1. ~nnouncing that applicants from potential entreprene~rs 

to take up projects
1
or one p::.:-tic:.lnr project_, :ire 

required. 

2. On request from interested peorl~ ~ro'lide thee with 

initiai information, preferc-.bl:; bct!1 •:rit':en and verbal 

and an application form. 

3. Select the apparently most pro~~dc~~~c !ro~ the applic~ots 

and call them for an interview <:: •. ~. 12 people). 

4. Interview them and let their. if titey :;til::.. appear prospective 

do an entrepreneurial aptitude tent. 

5. Select a few (e.s4 3) condidates for ~he ~roject and in!or~ 

them separately about the selection. 

6. Give them individually small task~ related to the project, 

preferably one task after the other. That ~ay assist 

you in collecting required in!or~ation, nnd more ioportant; 

it will help you to know the c.;,::~iciate:; bet 1..er and make 

a correct final selection easier. 
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6.2 

7. When the feasibility study is ready, select the most 

potential candidate, inform hi~ about the selection 

and give him in writin~ a tine li~it for the solving 

of initial tasks of project ~cpleoen~ation, including 

securing of project financinc. 

8. When this is fulfilled and implewer.t~ticr. has started, 

inform the other applicants ir. \·:ri tine accora:.ngly and 

request the~ to info~~ you; 

a) whether they want to withdraw the application 

b) whether they want the applicntior. tc be pending a 

possible later duplication .. f the _:;reject or any other 

future available project, or 

c) whether they want to sen~ ~ !~~- ~ ~rflication for a 

particular project of their ow~ proposal 

On the above we c.an comment further ::is f.::>l~_o•;;.:;: 

1. !!!..112~ing projects. 

The project can be announced in a nonco~~itti'-S way, separat~ 

or together with other projects, ~h~~ tie~~ ia 2 clear intention 

to complete the planninz of it. It i, ur.d-::- r.c circwDstance 

wise to wait until the plannine iE dore. ~hat wo~ld prevent 

possible assistance from the client=, it hinders learning them 

better to know, and it creates dat: ·c!'ous :icla:rn. 

Several wr.ys Ol announcing exist, .:-. :-. ; i -~ .:e.:r;.::; neces;jary to 

gain some experience to find out w:;ic:-i ·,:::;· i~ "!3etter. The 

following ways can be mentioned, b·_.t ::;t:i'0:- alternatives also 
exist: 

cm 
A. Pass the in!ormation~to known 1-0t0ntial~ and to colleagues 

and friends !or them to do the sn~c. ~zc also the internal 

notice boards. 

B. Make announcement in the internnl ~If IK bulletin ond possibly 

in a trade journal. 
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c. Send circulars to those who have applied for 1rojects 

earlier, supposed to appear in you register. 

D. Announce through the pfil;ILIK representatives and the 

for them to encourage first of all people with knew~ 

potentia1 and to announce the matter i:: c:atherin,:;s. 

E. Announce equa11~ through the Village chiefs, and for the~ 

a1so to inform the local LPMD board to notify prospective 

people. 

F. Announce to relevant schools and training institutions, 

where the students may be sui ta bl:· qualified to rur: the 

pro~ects in question. 

G. Announce throuch local new::~a~er:: ;;!:.(: 

ferably rather in t~e news co .. :.:.·.,.::icc-.:i~:. than as an 

announcement. 

Have in mind, during announce~ent 
- . . an::. ·- uri r1r: ~~lccti~~ of channels 

of information, that you are ;:iuch mere i:-1~e:::-c!.>:ed to reach the really 

potential clients rather than gettinr :;p~::!..ica :.ic::G ::::-oo many 

people with low potential. 

The announcement should be sent or h!;.r::;.-:-:: c1;-: 3.S a circular wri tini; 

instead of being communicated only vc~·:.·~::-:.y. 

Dependant on the project the announce:::e::t :::a:' contain so::e ro"1gh 

information about: 

Type or project, or products to .·c: :.-... e 

- Suitable location(s) for the project 

- Anticipated financial requirew~~~e 

Requirements to the entrepreneurs 

- Anticipated number of workers 

Building and power requirements 
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Possible specific de~ands of the ?ro~0ct 

Encouragement to apply, and infcr~~~io~ ~~ application 

procedure. 

2. Provide information and reouest for it.P';:)::!..i:;:;.tion. 

Provide the inforoation which is re~uired. :r the applicant 

has no potential, let hio know, other-:i::;e 2.t:t hin ha.,,.e the 

required ap;;ilication form and ir.forr:: :;.bo·~: t!",(: tirr,e lir::i tation. 

The application form may contain the fc::o ... :inG information 

questions/require~ents: 

.1u - HaC1e, aduress, telephone, date :->=~ ·"': :::.. ·:-.::::.t"4re o~ the 

applicant 

B. - Which project do you primarily ar~l: f~~, ~ni wtich projects 

are possible second and 3rd c~o~~es ~ 

c. - If you on your own have identifiec! ar.:· : !'·:.>~ect possibilitie::. 

and want our assistance in planni~~ ur ~:.?le~e~t3tion, than 

mention this (these) project(s) sc~<.i.r::.-..:-:· anci r,ive as r.:any 

details about the project(s) as pos.sl.:J.i..: on :•. se;;arate sheet. 

D. - Specify if any, your knowledge/ex::::~rier.c~ \:ittin r:.an.:.c~:::ent 

of manufacturing or trade. 

E. - Specify if any, your ~nowledge/experie~=c within the 

technology of the project and of oti~r relevant technclogies. 

F. - Specify if any, your knowledze/exyeric::ce vithin bookkeeping 

and economy control. 

G. - Describe the personal qualities you think that you have, 

that makes you especially fit as nn e~tre~reneur for the 

project. 

H. - Describe similarly the personal quali tic;;; you think the.t 

you have that make you less fit to ru~. :~ie project. 
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I. Describe your present occupation or work 

J. What is your present yearly net salary or incooe ? 

K. Which other activities are you eneaged in and possibly 

which honorary positions do you held ? 

L. - If starting t4e project will you continue wit~ your 

present jobs and assignments ? 

M. - Do you intend to start the project as ~ sole proprietorship 

or in partnership with others ? 

H. - Who is intended to manage the :::roject ::.:-.:~ ·.:hat .,;ill be 

your position ? 

O. - Where do you prefere to locate th~ :'rojec~~ ~n:\ where do 

you presently live ? 

P. - Which is the capital you can inves-:: ir. ~:;,~ Fro:ect which 

you have ready available yourself ? 

Q. - What would you consider bein~ pres~~tly a s~itable size 

project for you to run in ter~s cf; 

- total capit::.l i:-.·;c:.:-:-.::.: 

- number a peo!'.'le er.:_·:-1:~·:;:i 

- yearly turr.ovcr'i~ 

. f . ·1 ·. ·•2 
- size o oui a~~~ arc~, ~ 

R. - Which do you consider beinz the ~c5t ic:ortant preconditions 

for the project to succeed ? (!·:a:·.;: 1U of t'.1.e::l in ord~r of 

importance). 

s. - Which assistance do you require to 0e 301~ to run the project 

efficiently ? 

T. - \ihy do you apply for this particular :. r~ject ? 

u. - Any other information or co1:ic:en<..s ~:~:.it yo1.; co:lGider ir.rportant 

for the judginr, of the application. 

v. - He!'erences. 
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3. Select the most prospective applicants.for Interview. 

You can fro~ the application onl~ ~et ~ va:ue clue about the 

fitnes and personal qualities of the apF:ic~~ts. It is normally 

easier to sort out some obviously unfit vnes, tha~ to 

determine any-body as fit • An intervew i~ :~erefore ~ecessary. 

To end up with 3 selected potential car.di~a:es, it cay be 

appropriate to call 15 for inter-dew, e:-:_;.'ectb.£: 10 - 12 

of them to turn up. 

Go firstly thro'.4gh the ap?licati::ir..:; :::r:c: :>.J!"t cut the obviously 

unfit ones and Clark the answers i:-. t~.e re;:~ of the forms with, 

+ or a - c:ark as they appear fit c!' ~c~;:-:f:ll. 

If that by itself is not sufficient for ~ =-~ar selection of 

candidates for the interview, than fill ::,-s ::;cort::.s for each 

of the applicants in the picture in~o :.:. :.: r::-. like this : 

(Mark 1 for a very doubtful sit~~tic~ ~~~ :; for an expected 

ideal case). 



Applicant - Judgement of 
functions : 

- May he have a sufficient back 
ground within manacement ? 

- J.~ay his technolo&y back-cround 
be sufficient ? 

- ¥.ay this type of project be 
fit for him ? 

- ~ay this size of ?roject be 
fit for him 't 

- ~an the iroject get a suitable 
location ? 

- Is it likely that he will have 

the required resources ? 

- ~oes he appear realistic and 

honest ? 

- Does he appear suffici~ntly 

motivated ? 

- Is he working suitably 

:bulependant ? 

- Does he appear bein~ matured 

and hard workine enough ? 

- Can he be expected to 

engage himself fully ? 

s u 1-; S C 0 R E 

I 

>Do your judc~:.:~n.t •. 11 - ? score for 
reply to the · · .. i;) • iappl1cant no.: 
following ' 1 2 3 4 
questions : 

c D 

-.. J 

3 c 

~ 

·-· 

A K Ci 

J r. J: 

G r. 

C J ~ ~ .. :. R 

G :r I J K L 

' . 

i 
I 

. 
I 

I 

5 

l 
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Your ove?'-all judgement is more i~portant than the score in 

points, and ~ou will also be ~ware th~t ~r.y j~d~e~ent at this 

stace ma~ be very wrong I 

If necessary you can call on ref ere~ces for clari:ication. 

4. Interview and Test 

The aic of the interview is to deter~i~e a~ well as possible 

who will be best fit to run the project an.j to r.:ake a sucses.3 
out of it. 

To the exter.t that this can be tieterr.i~eri t~rcuth interviews 

no tests are required. The judr,ec:ent !10;.;cver is "ii :::"fi,~1.ll t et!d 

sooe test~ c~n so=eti=e3 clarify t:i.e ~i~~~ti~~ ~e~ter ave& i~ 

that is also far from an7 exact ~easure~c~t. 

Interviews are so!!le-tices done by i::.~: vi:.i.~~:s ~.!lci so1;.etimes by 

pane:.s. ',ihithout doubt the r.iost e!tit.:ic1't i:: it when the 

interviews are done by oore t!lan or,e ir •. :iividual, separately 

and comparison and discussion is dc~i:.: fir:.;: ~~·ter recordir:.e; 

the scores iniividually. 

The i~portan~e of different personal 3ti1:~i~s varies from project 

to project and it is often difficult tc determine which ability 

is more important than the other. ':h~ rar.?.i:-,c '.r!e have done below 

must therefore not be trusted too ~uch, b~t the neces~ity 

of cor.~idering these factors oay ir. it~cl~ help to clarify 

t~e judgeoent of the co~didates. 

Accordingly, we can indicate judein~ a.nn ~corini as follows: 
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Scorinr :i~\i points for a'D'Dlie..£.a,1!12. 

Performance 'aeicht 
I1o.: !~o. ·. No.: 
Score Foi'!1t= !icc:·e i'oints Score jPoint-;-

: 

Personal fitnes 5 

I 
' ' 

Ability and Understand- I 
i 
I 

ing of Management 2 

requirenents ! 
I ., ' 

Ability and understand- :1 

I 
i 

ing Of technolocy and 1 ii ! 

I 
:: 

processing I . ' ; 
, I I ., 
' I : ' Ability of sale:i, and . I 

::iarket kno•ledt;e 1 •' .: 

i 
AVailability of required ! 

resources 2 i 

~ ·- ! I I 

Tota1 points 1 ' l; 

The question of pers.:>nal fi -;nesq is cc.;:-._-o-=!"'~ c:· ·;:=~· ::iany different 

cha:-acteristics. 'lie have asuoed the ~cllowi:: -:r.c:: ;:.eint; the r.iajor 

requirements. E.Q. risk taking tender.cy :~ ~iv0~ li=ited weight. .. 
Going to the extreme, a eambler aay stil~ be ~olc to ruin a project 

in a few days. That indicates that ar.y ;rur,e:r va:.:i~~ion can not be 

done in a simple schedule like this an~ the overal: judcement is often 

core important than the score in figures. Jtil: we expect that the 

exercise will be o! some guidance. 

I 
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9.10 

3pecification of Persor.al fitnes. 

Ferf orr.iance 

1. Determination 

2. Initiative 

3. Creativity 

4. Industriousnes 

5. ~o:::i;:on .::iense 

6. Sense of econo::iy and 

proportions 

7. Decision i:.akine 

effi:::iency 

" Responsibility and Ci. 

::o~e~ty 

G ,;• Ability to utilize :rnd 

ecoura£;e others 

10. Ability to sell products 

and ideas 

11 .. ?.isk tn'<ing tendency 

Total points 

...... 

5 

4 

3 

3 

3 

2 

2 

2 

1 

1 

' 

Scorinz and points for a~licants 

' \. 

n 

: ! 

: i 

: i 
. I 



The Interview 

The aim of the interview is to lear~ to kno~ the person and 

to determine his fitnes to run the project; to find out.fhe 

scores on the listed perforwances. 

In the interview discuss about the ~· ro~ect ::.nd find out his views 

and his persona1ity related to the re1aired perforcances. 

His acore must be judged on the total i~~ression after seing his 

reaction to a :nul ti tude of questior.:;. 'I·:u, :ollowing notes may 

assist durin~ intervew and evaluatic~: 

~~ermination; How determined is he to r~~c~ the goals he se~s 

for him self ? Does he take a no for ~::. ::?=<S'<:er and ea.dly gives 

Use questions as: 1.~hat will you do i: you w:'..ll not be selected 

for the project ? If tne bank says ~~ ~o !in~ncin~ ? 

If you will not be admitted in the i::.~~~~riel estate ? etc. 

lni tiativ~: To what extent does he :::: :;i:: c;.:~ decide to take 

action when it is required ? Use q~es~i0:.~ as: 

Who do 7ou think should investigate about ~arket or raw materials 

for the project ? What does he thinl: :.::::· .. ~ .:.3tters as uneven 

local voltage, unstable water sU)!il:: -:~:-. :.,ccs he intend to take 

any initiative if such matters will :::e.r"te ::roblems for the 

project in the future ?. 
Does he make proposals on his ovn ? ::::o·.;:; ::e take any lead in the 

discussion ? 

Creativi.!.l: Is he in the talkinJ prc~~s:~[ :deas how to solve 

problems as well as possible ? Ask hi~ quc~tions as: 

I! the market will be too limited wi~en al.:·ea:.iy started, what 

will you do ? Which other products ~o y0~ t~ir.k this project 

could r.:ake ? 

~ 
I 
! 
I 



,!!tdustriousnes: How hard working is l:e ? !low far can you 

discuss vi th him before he gets bore:i o.:.- ·.1:=.::t tc t:ind UiJ ? 

~hen does he start and finish his ~Jr~i~G hours ? rtow well is 

he able to concentrate on the i~port~nt to~ics of the discussion ? 

Comffion Sense: Can he find si~ple a~~ 9cod solutions to small 

problecis ? Is he logic and constructive in his re::isonir..:; ? 

:::an !:e see reasons behind actions ?.::a .situ:- :_ions ? 

Sense of economy and proportions : S!:oi-: i.i.~ '.l ter.r.porary chart 

of the running cost budget for the p~oject a~d ~et his evaluation 

and reactions. 

Dec_i~;_o_p._~aking efficiencY.: Is he tL ~ s:u~·; c::: too qui.:~ in 

making deeisions ? Has he :::iade sure !:e :i.~:o: : the necessary 

information before taking his decisi~i:1.3 ? nS;~ :1ir::. questions as: 

If we offer you the project, is it s·..;.re ::cu ~,·ill take it '? 

Are you prepared to sign a contract noi-: ? G:ir. you agree on the 

selection of machinery now ? 

Responsibility and Honesty• Is he co~.~·.i:ti:~; 

easily ? Find out how much he can i~7es:. ~e~ 

he is willing to commit himself to i:-.·.;e'": s:c.:· 

himself too 

to which extent 

20 or 50 .:.. more. 

See to which extent he will cocrnit ~i~~~:r to implement the 

project quicker than possible. 

Ability to utilize and encouraGe ot~cr~: ~i he able to delegate ? 

How will he go about doing all the ;re::ar~tory work for the 

project implementation ? Explain hi::-. no·,; it ·..-ill take time for 

him to do all what is needed. See his reaction 011 that. Which 

promises has he now been able to r..U.c ::cu rive about the further 

proceedings ? 



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

ta1k ? Is he friendly and positive ? Do you trust what he 

says. Are cotters clearly deconstrated and make obvious for 

you ? If he can sell himself, he can certainly also sell his 

products I 

µisk taking tendency: Do he require too cuch security ? ~r is 

he too much of a gambler ? The laBt is much more dangerous 

for the project than the first I Does he take part in games where 

mocey is in7olved ? Does he easily accept the idea to participate 

in continued preparati~ns not knowing if he finally will be 

selected1 How would he have reacted to pay an application fee 

for the project if it was required, not knowing ite fate, 

and not in order to increase particuliarly his potential. 

ilow wuch could he have agreed to ~ You can judce well from 

that provided he is honest 5irnilar questions can be asked to 

find out his knowledGe and understanding within managecent, 

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 ~uestions, give him a ~~ctically oriented test, 

at least within these } last ~entioned topics where one can 

find straicht answer to questions and relatively easily be 

able to measure performance. 

The ~ests, especially for technolocy and market, may be oade 

according to the specific requirecents of the project. 

Questions should not be about definitio~or expressions, but 

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

5. Select Candidates and in!oro them. 

As indicated, about 3 candidates should be selected from the 

interviews/tests. To have ~ore thao 1 candidate is important, 

because the one may easily !ail, and the project will be 

endaneered. It cay later or. take too ~uch ti~e to select 

and co~e to know a fresh cantiitlate. 
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The 3 caPrlidates should not be ran~:ed, but appear -.:i th equal 

chances. A ranking can ~ore easily be done after some time 

when learning them better to know. 

It is hoped, that the above ~roceuure will do the selection 

of the 3 candidates possible without li;al~ing too big ::ii stakes. 

One will get the best possible clue if 3 difierent interviewers 

com~are their notes after separate int~:-~iews. If there is no 

suffic~ent tioe for that, at least the one and same person 

should interview all the candidates on the same topic. 

I~form the 3 selected candidates. ~o not let theo ~now each 

ot!".cr, but let them always know that t:H:y represent 1 of 3 

possibilities a~d that the project ir. no way is comc~tted to 

them or can t3ke any responsibility for them what so ever. 

Tests and interviews may someti~es be very reisleading. It is 

too easy to fail, measuring their abilit:: to convince abo1.;t 

own superiority 1 rather than ..-.e.~cu;·ir<; tr.e real qualities 

When givinz the 3 selected cc.r.:.i.L:;:; :cc ta.:;;.:s, one wil:i. see 

whether they live up to the ir:.~rc.;;,:;io~1 ~=-.a .:;ot durinG the 

interview. The tasks should not be too biG as that ~ay make 

too tight ties to the project, an~ the tasks should ~referably 

be related to the candidaten o\m conr.ection \·Ii th the project. 

The following tasks may be useful: 

Prepare a list of possible prc~i3es. Give us a letter froc the 

bank or the landlord confininr, tha~ they will accept you, 

specify your connections within the trade and give data about 

them, specify the list of equi~me~t as you prefere it, etc. 
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When the feasi hili ty s'tudy is ready, t?le e:1 tre~: reneur rr.ust 

be finally selected and an application for financing sent to 

the bank immediately. 

The selected entrepreneur should r.ow receive a letter committing 

the project to hi~ and specifyinc the co~ditions anri ti~e licits 

that he ~ust cooply with. 

The letter !'.'.U!:'.t :i.lsw state that if co~!r:i tioi~.5 are not fulfilled 

in time, the ;roject may autonatically ~~d ~ithout further 

warninr, be tat-:en fron him and !_)assc:i t.o other candidates, in 

which case the ~roject will not i::-1. ar.:. ;; _ .. , .:..;onocically er 

otherwise, be liable to him. 

S. Messav,e _:to other canuidates and apvlica~:s. 

'i.'he further applicgnts 3nd canrii:iate:; .:;;10·..:::'..J first cet the 

final cessaee, when icplecentation ha~ star~eci, that they will 

not be considered for the project. Get tc ~~ow froc the~ whether 

they withdraw the application, wheti"..er t".c:' ·,::mt it pendi!"lC for 

a possible project duplication to ~c :o.:~iiered later or another 

project to be offered, or whet~er 

particular project of their own !:rc?O;.;'.ll. 

r,': 
·C~··I v-..., v . . 

:o apply f cr a 

~rch 
, ...._ I t 

) / 

.:---~~ 

~idsvis, J 

Industrial Engineer - ~NIDO. 
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AIU OF THE FEASIBILift STUDY 

When preparing a feasibil.it7 study, the task is not just "to 

write something" about the project,to make it look good 1and to 

satisf7 the requirements of the bank. To make a feasibility study 

ia to construct, to shape, and to tailor a best possible industry, 

not so auch':see if the project is Tiable, as to search for the ,!2!! 

viable or most profitable solution. The difference between a good 

and a poor feasibility study is the differen~~between good and poor 

choices. It is the difference between good and poor industries I 

Hence,the feasibility study aust 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 

- ielection et technologr and production equipment 

- Deciding on capacity and proauction volwae 

- ielection of location, building arrangement and lay out 

- ielection of owaership and management 

2. Is it profitable, and is it more profitable and beneficial 

to the owners and to the country than to involve in other 

investment alternatiTea ? 

3. Which resources are required, especially as regarcling capital 

and finaDCing, building arrangements, raw materials, market 

and •al~s organization. 

4. To be a work plan, a construction guide, and a time plan 

for eatabliahing of the project. 

5. To ••rY• at informing others about the project, including the 

aathori ties, the sponsors, and the f~.nancera. 
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n+•IBILift &!!UDY WOKING PI.AB 

Propoaal for a ataDdard plan for the content for preparation 

of fessibilit1 studies. 

1. IIT:ROD'UCTIOI 

lllort ~escription of proposeci project and articles to be 

manufactured and/or serYices to be offered. 

This should high-light the f olloviug: 

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

export oriented., unsatisfied local de~and. subcrontracting, 

etc. 

(b) SUllll&rJ' of iaportant finclings like profitability, eaplo7-

aent creation, proteotion requirements, location, etc. 

2. IPO•IOil I CLilfti O.R .lPPLIC.lllT8 

.A. For Hew tailol'llacle Project•: 

Where the sponsors or applicants vill be ovner/managera, state: 

(a) Naae(e), .Age, Nationalit1/Resident Status. 

(b) Present Occupation 

(c) Propoe.. ownership structure; 

(d) Management and technology qualifications and skills 

(e) ieleY&Dt experience in particular industry or related 

iDdustr;r 

(f) Present Bankers, credit worthiness and abilit7 to raise 

the reqllired contribution and timing. 

(g) EYaluation of the applic&Dt and need for further eztensioM 

serYices (engineering, marketing, etc.) 
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Where the sponsors or entrepreneurs do not 11&11age the 

enterprise, acceptable ke1 118Aage•ent and technical staff 

should be identifi ... 

B. For new open projects. 

(a) Project capacity related to market demand 

(b) Reco .. ended location(s) for the project and limitation 

in the number Of 0 pl'Ojecta 

(c) The need to start of with pilot project(s) and reco1111ended 

location or this (these) 

(d) Requireaents to the owners/managers regariing management and 

technolo~ skills, capital contribution a~d buil1ing 

&Tailabilit7. 

c. For ExpanaioD/Kodernisation of existing industr1. 

(a) Mature of present business 

(b) Date and place of incorporation of compan1 

(c) Principal aharehol•ers 

(d) Ka.mes of Directors 

(e) Location of induat17 

(f) Baaber of eaplo7ees; management; technical; skilled; 

••ai-llkilled and unskilled 

(g) Operational and financial record. 

(i) de•cription of existing facilities 

(U) &DDual Toluae of pro~uction and sales brokea doVD 

b7 principal product lines for at least three 7eara 

(iB) trends on sales and prices 

(*f utilization of productiTe capacit1 

(T) audited annual accounts !or past three 7eara 

(Ti) Bank reports and atatements 
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(h) Evaluation of the applicants fitness for the proposed 

expansion, and when required, proposed or conditional 

changes in the structures. 

}. TBE PRODUCTS AMD/OR SERVICES 

The following should be highlighted: 

(a) Product specification. 'rhe limitation of product Tarieties. 

{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) Specif1 existing import procedures and import conditions 

the product. 

{b) Specif7 existing import procedures and conditions for 

iaported raw materials used for the proposed project. 

{c) Show anomalies that may exist between the tariffs for 

products and imported rav materials. 

5. ~ AitALYiIS 

5.1 Present Protlaction and Consumption 

Ca) To which extent is the proauct manufactured local.17 and 

iaported ? If aanufactured, give names of present 

aanufacturers and if possible how much the7 produce. 

(b) ipecif1 capacit7 utilization for the local manufacturers 

and the coapetition situation on the market. 

(c) What are tbe present distribution channels or orgailization 

for sales ? 



(•) Mention qualit7 of proaucts presently produced as 
coapared to i•ported ones. 

(e) If products are iaported, mention quantities imported 
during the last 3 - 5 years. 

5.2 Deaand Aaal1sis and Projected future Developaent. 

Ca) ipecif7 and justify the existing total demand for the 

product within a specified potential market area for the 

project. Specify geographical variations in the deaanc:l. 

Try 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 prc>Te useful: 

Direct contact with the manufacturers or a nWllber of them 

Data from import, export, and manufacturing statistifs. 
Trade organization information 

- Iaportera or traders information. 

Pro capit• consumption calculation, based on; income 

spending statiaties and inco~e statistics, consumer 

interviews, q11a11tity of unitG to be serviced, etc. 

Coaparison vith figures from other geographical areas 
or other countries. 

Coapariaon vith other proaucts 

- Liaited teat aalea. 

(b} Specify seasonal variations in the demand, alld po88ible 
other variations. 

(c} ipecify poaaible uDaettled demand. Judge the certainty 
of these quantitiea. 

(d) Eati•ate expected change iD the total demand in the future. 
Judge !actors ,..: 
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ehange to or fro• other alternative prottucts 

change in population and income 

change ~•r the past f ev years 

change between emphasis on different sectors of life, 

iniuetry or in the community. 

(e) EK:pected change in local manufacture from existing and 

other not yet started projects, and expected change in 

import and ezport. 

(f) Conclude the rest demand for the coming 5 years, open for 

this project to compete within. Optimistic and pessimistic 

liaitation figures 118.J' be used. 

(g) Judge the strengtht and weaknesses of the project coap•~ed 

with other supplies, estimate a reasonab!e market share anQ 

conclude the possible sales from the project. 

5.3 Training Szstea and Price Structure 

(a) Specif7 the present noraal trading system, and the prices 

on different leTel for the proauct, including import and 

es-factory price, retail and whole-sale prices of the pro•uct 

(b) 'pecif7 the reco1UDended trading system and price structure 

for the project. 

(c) GiTe any justification for change of prices, etc. 

(i) lpecif7 the •arket area for the · project and the Tolume of 

trU.ing uita required 

<•> lpecif7 ~•quired marketing activities for the project 

(t) ipecif7 the aarketing costs for the project. 

6. RAV llA'!Bil.ALI AVAILABILITY 

(a) itate tJP• and origin of aaterials to be proceaaed. 

(b) For iaported aateriala etate whether the project auat do 

aA7 iaportation it self. For agricultural •ateriala, atate 

••a&0nalit7. 
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(c) State the •ethocls aYailable for transporting the raw 

aateriale to location of the indust17. 

?. LOCATION OF INDUSTRY. 

State the following: 

(a) Area of building or plot aYailable. 

(b) Infrastructure aYailable - roads, electricity, water etc. 

(c) Distance to sources of rav •aterials, labour and market. 

(d) State reasons for choice of location and vhen applicable 

coapare the cost consequences for different locations. 

(e) For open projects •utline the requireme~ts to the location, 

specification of geographical areas, and the reasonable 

number of projects within the different regions. 

8. P.ROPCSED PRODUCTION 

8.1 Selection of technologz. 

(a) Do technical and economical comparison of technologies in 

question, confiraing the differences in in•estaent, costing 

and required prod.uction Tolume. A chart as appended aay be 

used. 

(b} Select technolog7 for the project and justifJ the selection. 

8.2 Proauction Prograaae. 

(a) Specif7 the enTisaged production 1ear bJ 1•ar up to the 

optia1111 utilization of th• inatalled capacit1 of the plant. 

·~ (40 - 80 % dependant trade and technoloSJ) ju•tifJ the 
~ 

expectances from •arket and technolo11 Yievs. 

(b) SpecifJ n1111ber of shifts and hours per 1ear to be worked. 

Seaaonalit7 of proauction should alao be specified on the 

calendar aonths. 
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8.3 llanageaent and skills reguireaent: 

(a) Specif7 the experience of the management required to manage 

industrJ• 

(b) Specif'J the number of Managerial, Technical., &killed, semi

skilled and Ull8killed workers required by the industry>year\7 

up to tbe third 7ear. 

(c) Specif'J possible expatriate staff requirement either for 

installation and commissioning of the plant or for training 

the workers and running the plant. 

9 IHVESTY.EllTS 

9.1 

(a) 

(b) 

Land and Building: 

Specif7 costs to be undertaken by the project, existing and 

nev installations for land, buildin~, road, fencing, sewer 

and water installation etc.; alterations repair and modi!icatiOnf 

" If leased, state contract period, condition: lease amount and 
~ ' P&111•nt conditions. 

9.2 Macbinerz and Eguip~ent. 

(a) Specif'J coats of all aachiner~ and add ~ecessarJ packaging, 

freight, insurance, import duty, s3les tax, handling, bank 

expenaea, clearing a-ad forvard:i.n~. 

(b) lpecif7 inatallation costs for fundations, electricit1,power 

connection,vater, machinery, fuel 

(c) Add contigencies and possibilities for price increases and 

cu~nc1 fluctuations 

(4) itate iDdiYidual capacities and confirm if seconbad. 

9.3 Other Assets Required: 

Furniture, transport aeans, fire extinguishing, office 

equipaent, telephone, sundry deposits and prepa,"ments. 
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11.8 

9.~ Pre-operational Expenses 

(a) Feaaibilit1 atud1 fee,engineering fees~and lega1 fees 

(b) Coapan1 formation expenses and loan establishment 

expe1u1ea 

(c) Trai.lling expenses. 

(d) Interest during construction 

(e) Salaries,pover consumption and sundry expen~ts before start 

of operations 

(f) Inputs for f•ult1 trial products during+,,~- production. 

9.5 Working Capital Reguireaents: 

(a) Cash (wages, salaries, and other cash expenses) 

(b) Stock of rav materials 

(c) Prep~ent/preco11111itoent for purchases in order,and under 

dispatchllent 

(d) Work in progress 

(e) Stock of finished proaucts 

(f) Debtors leas Creditors 

10. ~inancing of project 

Land and building 

Building i•proTeaenta 

Macbiner7 and equipaent 

Installations 

Other uaeta 

Pre operatiozaal expenaea 

Working capital requireaent • 

T o t a l 

Total 3ank loan: EntrepreneurlOtber 
1 specified 

sources 
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11. PROFITABILITY ESTIMATE 

Pro4actioD q11a11tit7 ia % of noaillal 
procluctioD 

Prociuction quantity in no of units 

lalea Beceipte: 

- Grose sales Receipts 

- Leas sales tax, procluet transport, 
iiaco-.ta, co .. iasions 

let Sales receipts 

Production Costs 

Variable Costs 

Wages (variable part) 

Rav aaterials, consumables 

Electricit7~vater-fuel 

Rav material transport 

Others 

Fixed Costa 

Sub - total 

Gross Profit 

Sa1ariea ancl wages (fixed part) 

Rent 

Maintenance a11d ieJ>air 

Statione17, Postage and telephone 

Sal.es expeDsea 

Transport &Del veichle expenses. 

Travelling 
Insurance 

Audit &Del liceneea. Bank charges 

Depreciation 

Interest a 

Sundries 

Sub - total 

f" Yearly costs in 1000 Rn. 
1ST YR. 2ND YR. ~ID IR. 

I 
! 

TOTAL PRODUCTION CCC,_ _______ -+---

NE'? PROFIT 
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Corporate 'rax 

Bet profit after tax 

leturn on investment or internal 
rate of interest. 

Return on equity 

Value added 

EmploJlllent (no of persons) 

Break-even point (% of expected 
sales) 

Investment/worker 

12. CA.SH FLOW 

Sources of Fun4 

Profit before tax 

Depreciation 

Loan 

Equit1 

Total Sources 

Vses of FUDcl 

Fizecl Aasesta 

Working Capital Increase 

!u p~ent 

Loan r•p&111enta 

Total Usea 

Cash iurplus C•eticit) 

Accuulate4 Cuh 

YR. 

I Yearl:Y costs in 1000 Rn. 

1ST YR. 2KD YR. !3RD 
l 

IR. 

I 

r 

0 l TR. t i YR. 2 I YR. ' 
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1,. LOAM REP.lltmlT SCHEDULE 

14. 

Interest Percentage 

Loan rep&Jllents period (Years) 

Grace period (7ear, month) 

Installments (month1y, quarterly 1/2 yearly) 

Interest during grace perio4 

Principal + Interest rep~ents (shs.) 

LOAN S~UBITY REQUIREMENTS 

•••••••••••••••• 

•••••••••••••••• 

•·············•· 
•••••••••••••••• 
••....•........• 
•••••••••••••••• 

Ca> Loan to be secured by fixed assets mortgage 

(b) Loan to be secured by other collateral security 

like land title-deeds or property title-deed 

(c) Loan to be secured bf other acceptable security 

(d) Personnal guarantee and floating debeture in fluctuating 

assets 

15. CONCLUSION/ia:OKMENDATIONS 

Discuas the Yiability of the project 

State which measures to be taken to safeguard the viability 

of the project 

- Give reco1111endations about the sponsors or applicants of 

the project 
Request for approval and financing ot the project. 

Jakarta 2nd June 1983. 

r 
I 
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12.1 

,. 
• The &-:ca&& of any one project i& fully dependant on selection ca 

5u1taola machinery and equipment far the production. 

• The e~wipment •u&t be fit for the nead, ba accnomical 1 end have 

~ae&onabla capacity. 

·• The &6l~ction must be tased on com~arison cf operation ccsts, n~t en 

piices. ~~£lity or capacity alone and not an feelings~ 

=c_low the~a steps in the selection er equipment: 

( • ~ .:e ~~n?. ~h!ch products s~ould be made. 

~-~E ~~ few procw=ts as p~~sible within the ~rjje=t en==~~~ o~~=-:ts 

-C~ :o~ be mace by hel? of the same equipment. 

r.:. _ .. J.y fr..J mc;::.ines will lla required. 

i~e cc~o~it1 must be big eno~~h to allow for a reascn~~:~ 

:er the prcject. (This is again dependant on the selectic~ c~ :---~~~1: 

Trie caps::i t.y need should nor111ally require only e 111111 ted s:-.~::-c: ~- .c; 

market demand and net be higher than that tha client can ootain t~~ 

(. required working capital. 

3. cost co~carison or tec~nologies. 

aercra comparing individual equipment, try ta find cut on which t~:~nolo;ica: 

level the machinery should ba sought. Do this by comparing the yc=~ly 

ccst for the different alternatives. Maka use of the enclosed c:~;arison 

chartl A~ long a~ ;ne altarnative~ differ extensively, it Gight be 

pca&ibla tc ccm~-~c without col~e~~ing very detailed informat.icn anj still 

g~t " raa~on~cle pictwre or the C8wre2 or labour intensivity anj 

&ichanisaticn to ca sw~~ht. 

• •• 2 
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12.2 

4. Collect orfers for eo~101.ent. 

s. 

It ~1ght or it might not from the ab~va comparison be ~cssible to 

determine which tacr.nology to be used. If a finalrselectian is net 
•o~ possible, lhen it may ba necessary to cotlect atfez;.equi~ment on 

different technclogical levels. 

Collect many offers, both fro• overseas and from local scurces. 

Find out which offers and further information is available at KIE 

Nairobi or at other offic~befora going too far. 

Comoare the Costing of Possible Macnir.ery. 

Compare which total yearly costsone will get using the different 

alternative possible production equipment. Separate fixed fro~ 

variable cost\to see how the cost will change with cifferent 

production volumes. 

Para=etars having the sa•e value for all alternatives can ~==~ally 

be excluded frcm the comparison since it is the differenc~s one 

tir&t or all is intereded in. 

Alternatives with lower fixed costs are more econ==~~al at lc~~r 

production and have better safety margins. Tney will also prcvide 

better return on investment. Wh2n~ver in doubt; select t~e 

alternative with the lowest fixed costs. 



- . - - . 
- c. - • 

~ES: Costs oeing equ3l fer all 
the co~pared alterr.atives c3n oe left 
out of the ccmparisor.I 

Gross Machine capacity items/heur 
x No of working hours per year (2140hours/shift) _________ _ 
x peed utilisation factc::r ( 50-100%) _ __ _ _ _ __ __ 
x Techbical time utilisation fa~tor (50%-80%) 
x Personnel/administration effic~.ency 

factor (60-90%) ,__ -
x wreck production factor (90-100%) 
x Seasonal factor (30-100%) 
= Net capacitv per machine items/vear 
Expected sales items/year 
Required no of machines number 
Required operation time for expected 
sales % of no of shi fte 
.=.;~~~~~~~~~~~------...;.;,;;;....;.;.....;;~~~--=-~-=--~P....--=-=-==-~-~=-----~--=--=-==~ 
Product qu~~~ty from the machine (Describe) 
Product price from this 1i1achine(ahs/each 
Total sales she/veer 

Machine depreciation ~ per year 
Rate of interest % 
Floor space requirement m2 
Operators, skilled No/shift 
Cperators, less skilled No/shift 
~aste of rawmaterials (incl. wreck) % 
Cost of main machine as offered aha. 
+ packing: seafreight, duty, salestax, 

clearing, local freight she. 
+ hjditional equipment required she. 
+ Insallation of electricity machinery, 

water etc. shs. 
Total machinerv cost she. 
~~ costs: Depreciation shs/year 

Interest • 
House rer.t • 
Supervision n 

Total fixed costs n 

Vari,!lble Costs: Labour costs shs/year 

; '.aterial cos!~ir~~r~"S~stes n 
Electricity n 
Fuel,water etc. • 
Total •1:!': -::ble costs n 

Total costs shs./year 

----- ---- -- - - -

- - - --___ ...,... _____ _ - - -- -- -- -~ - -- --

----------
,_____ - --- -- -- -- --
------------

--- - - --- - -- - --- -- - -- -- -- - -
~- - --- - 1-----

-L- - -

Sales less total costs shs./vear 
--=--===-=r:=-==--=-=-=-=-=-=-----..... -=-~-.. -~ ... lleimiiw'l-=-w=:n~-~i-=-'-'-'-'-'-'='--==i~--:'lll'=--=--=11--~-=-=-=-=-r-.-r.-~-=-
~ Return on !~v~c~~ont " " ro ~;~:< P.ven point 
E._ ,--
OJ 
.c 
OJ 

ID 
+> 
OJ 
0 
u 
c 
0 .... 
+> 
~ 
'D 

j I 

Q I I 

~ f-!1-· ,sr J ~ l R- & :. ~ 1 ! ! ! ~ !. 
Fixed Total Production 
costs costs in % of 

c~nclusi~n: 
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S[LECTICN CF TECH"~C:....OGV 

12.4 

EXERCISE: 

A bakery making 50aJloave& of bread·per day on 2 shif:s re~~i=e 

equipment for por~icning or the dough into 500 g pieces for the 

individual loaves. 

Equipment as fallows an 3 diffarant levala of technol~gy may be ccnsider~j: 

A) An automatic electrically operated continuousily ~orkir.~ aou~h 

divider for JOOO piaces par hour, available f .a.b. England at 

ts 3,500. 

B) An ordinary pointer scale for weighing up portions of 10 loaves 

lot. Thereafter dividing each portion into individual pieces of 

equal volume en a manual dough divider cf =apac::y SOD loaves/nour. 

Machine prices: Scale shs. 2,000, Oivicer is 350 C&~ ~c~=asa. 

C) A pointer scale +a knife available \o~i1 at sns.l,500/-. 

Operation speed for 2 operators togat~er, a sec:nos per piece. 

Hake your own judgement for lacking information! 

a) Make use of the enclosed comparison cnart anc ccm~lete it for all 

questions where the 3 alternatives are not equal. Determine tna 

differences 1n yearly cost• between tha alternatives. 

b) Complete also the cost d1agra•)&/h1ch.._equip~ent ~1:1 you select and 

why? 

c) fer which capacity would yau •aka a different sela:ticr.7 

-··~· 
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x 7e.::-.:.!..c<J~ ti~e ..:t1iisation fa:::t:r (50%-80%) - c.1_ ~. :,__ __o_·_ 
x F~:scr::-:s!/a:::'.:ir.is::-atic:i effi:: ~ency c 4 o _cl ~ <-

fc:c ::::;;: (o0-SC%) - -· c;- - r-.-- - - 0 ·+--
x ;.....-2::1< ~:::::!ucti:n factor (5:J-1CQ%) - 0 -~ L -2.· ,·_·_ -
x Se::s:::-:a: fa::t::r (30-10056) I. ·j ! ':J I -=: 
= r·;et ca:::::: i tv r:::er ~ac~ir:e i t2~S/1Jear (- ~~ r--n 1 ~· ;~ .,.~ ·) 'i '.·1. · -, 
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Ne~--·= 2d c;:erat!cn time for expected .._.... -- -- - -- ~-
~=l ... ~: % af no of shif:~-:-'('·:: -.:. c-;·7:', _., 1 ::I/-. -
?:c=-=t q~al1ty f=cm the machins (Describe) 
Pr~:~::t p:i:::e f:c~ this machine(sr.s/each 
Tc;~: 3:las shs/vear 
-::=::.-~~= ::c;:e:ciaticn % per year 
hata uf ir.:erest % ~ • I \ 
?'leer s;::iace =aqui:e::ient m2 Ol'L'l ;t\ CJ'\'\'"' 
C;::c::-ata:-s, ski!.le:! ~~ C:.<S:) + "J..o.;J .. f\:o/shi ft ' 
~;::a:::tors, ::cs~ skilled ~~t~ .. h~'~o/s:iift 
~~s:e of ==~-3t2r!als (1ncl. wreck) % 
~cf~~~~ ~ac~ine as.offer~d sr.s. 

---;.;•r.~r-'~2-&"-e'g'"'t~t{;1•y i~i~., ie t -; ,.,.;_ • ":" ,':', =· .. "" .. , ..... , a- s ax, 
....,·1..::le;:i=i:ic; ,- 'iccal freight shs. 
• ~c~:~1~~a: =~~i~~ant required she. 
+ !~sallati~n cf electricity machinery, 

~-:..:....__ :::stE: :.a;::-e:iati~n 
Intarast 
HC-se rP.nt 
s~;:arvie:i~n 

T:~~l f:xe~ c:s~e 

Elc:c":ri:::ty 
fuel ~r..;o::er e:tc. 
Tot::l ,,,.~:-::!::le c::ists 

T:;tal ccsts 

~}.~es less t:tal costs 
--=-----..-..:-------------- ·--

::.hs. 
sr:s. 
shs/year 

II 
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" 
II 
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13.1 

PJIOGJWIME FOR COLLS:TING IHFOBMATION FOR PREPABA'l'ION 
OF THE FEASIBILITY STUDY 

For calcu1ation of project Tiability and vriting of the 

feasibilit7 study, the sufficient background information must be 

ready aTailable vhen ne~e4. That iLcludes inforaation about 

technologJ", market, entrepreneur and location. 

The informati~a aust be collected and organized before we can 

start writing the feasibilit7 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 iaportant will often be vhat is less obTio11a 

and more difficult to collect I 

Go through the requirements in detail and make a liat of the 

required actions. Start the collection vith vhat require the 

longest time, which vill noraally be inforcation which must be 

written enquires tor, especiall7 quotations for machiner7. 

TEX:BJfOLOGJ IDENTIFICATION 

Vlaat noraal.17 use to be the biggest problem during the collection . 
of intoraation, ie the tiae required for potential machine supplies 

to proTide quotations. Especially is that so vhen ve will have to 

collect quotations fro• foreign countries. 

It is therefore important that we first collect onl7 the Ter7 basic 

inforaation required to giTe ue necessary data for collection of 

quotations. If we have alread7 enough information to do so, ve 

should first of all collect adequate quotations for machinery and 

equip•ent. 



13.2 

In general the required inforaation is the folloving, but the 

requireclaent• are extensiTel7 dependant on the product, etc. 

1. Vhich product Tarietiea can or should be made ? 

Deteraining the nuaber of products and Tarieties on the 

production progr ... e, one vill have the following goals: 

A. itandarclis&tion of the production, limiting it to as few 

product varieties as possible to sell without considerable 

probleas. This make sense when we through standardisation 

will be able to operate aore efficiently vith lover costa, 

possibly save capital in stocks, and limit the investments 

in tools and machinery. 

B. RaTing as man7 Tarieties of different products that we will 

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

Hormal.17 one will find that aoat aanufacturers make too many 

Tarietiea, not too fev I So tr1 to reduce l 

The execution,coapoeition or construction of the products them

aelTea, is also of the grea~est iaportance for investment and . 
operational costs. Thia should therefore be carefully studied at 

one •tage or the other, to ensure that unnecessar1 machinery and 

tools will not be bought, that the cost o! materials or processing 

will be limited and that the product will satisfy the functional 

requirements. itud7ing eapeciall7 together-built products pro

perl7, is it .. azing bow big savings that are possible in operation 

costs and also in investments. 

To the extent that this is iaportant !or the selection of 

aaauf acturing equipaent; do the first rough anal7ais at the VerJ 

initial stages. 
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2. Which influence has aelection of the product construction 

oa techaologz, iaTeataeat, uad aarket ? 

In the above mentioned analysis, be s~re th~t you are aware of 

which eqldpment l• reqtaired, so that 7ou Call actiTel7 search 

for altenaatiTea with limited requirements to machiner7 and 

tools. Aleo llake sure that the Tarieties you want to aake, are 

those that the aarket will becoae pleased with. 

3. Which Technologiea are aTailable ? 

Thia is a Ter7 important question. Selection of technolog7 is 

a aain factor for the Tiability of the project. 

The technology selection is a question abo~t : 

A) &1stea of working to be used, and which different precesses 

will be required. 

B) Degree of ..olaaaisatioa. 

C) &ophistication and robuatnes of the manufacturing equipment. 

D) MachinerJ capacit1. 

The s1atea to be .... aa7 determine not ,only product execution but 

alao material selection, possible capacity, labour, costs and 

qualit7. Should a bovl be h ... ered into shape, welded, folded, 

spinned or pr••••d ? lbould bolt threads be rolled or cut to shape ? 

&hould drJing take place ia the aun or in a heated dr7er ? 

'lll• possible degree of aachanisation may often vary froa fall7 

•anual working to f11ll7 autoaatic production. 

Tb• requireaeat will aoraa117 be aoae-vhere in between. 



lophieticatecl eqaipaeat is noraal.17 less robust aad •ore liable 

to repair aad aainteDaDce while the most robust equipment is 

aoraall.7 Yery 11JUSopbiaticated. In most ca.&e• UJUSoplliaticate•, 

robuat eqaipaent are to prefere for sophisticatad. •elicat• equip

aent bringiag aaintenaDce and operation problems. 

The C!J>&Cit7 i• often determined b7 the above 3 characteristics. 

What i• i•portaat is ~ to get a capacity to match the demand, 

but to get the lovest possible production cost for reasonable 

expectaai.cies to production Yolaae. One vill hence regularl7 prefere 

to start vith a capacity far belov the market demand. 

Mo final selection of technology vill be done at this stage, and 

it is often better to collect quotations on different levels of 

technolo17, but it ia iaportant at least to get a good idea of 

which leYels of technolog7 that may become the most economical. 

Therefore, before collecting aa1 informationi do the exercise of 

comparing 1earl1 costs of different technolcgi~a. Use estiaate• 

figures in a table as follows; Each alternative must be based on 

the aaae nuaber of aanufactured units: 

-
AlteJ"Dative I AlternatiYe II Alternative 

- Coat of Labour 

- Co•t of El.ectricit7 

- Haiatenuice coat• 
( 

W\'\,._t\\i'"'t ...... 
- Depreciation of:•quipaeat 

10 % 
- Iatereat oa aacb~~•r'J 11 " - Po•aible differeace• ia 

aaterial co•t• 

total 7earl1 co•t• 

III 
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If one of the altenLatiT•• haTe definitel7 too lov capacity, 'aae 

it on duplicating, 1Udng 2 or ' ••t• of machiner1. Be aleo aware 

that it ia ~~· better to •tart ill a too saall, rather than a too 

big scale I 

4. Where is infor111atio11 about the aelected tecbl1olop aTail~ble_? 

May be 7ou ha• alread1 enough inf oraation to find out the aboTe. 

If not, JOU aust seek further information. 

Dependant on your requirements, it may include the following: 

- The building up of the product 

- Which processes are required 

- Bow the processes can be done and on which production 

•quipaeat 

Dov processing and equipment can vary in its constructioa 

and use 

- Proceaaiag ti•• requireaent or manpower requirement 

- Which are the suppliers of aachinery and rav materials. 

When JOU require further information on this, try the following 

aourcea: 

A. Machinerz aad raw aat~rial BUPJ>liera. The suppliers will often 

haYe the easiest aTailable and the most up to date technologJ 

information. Tbe7 are also eager to ahare their information with 

7ou, because the7 waat to sell their products. The auppliers will 

alWSJ'S reaaiD 7our 110at iaportot information source. But of oova• 

their iaforaatioa ia alWSJ'S 4ollinated and coloured b7 their wish 

that 7ou will uae their eq'Dipaent. As long aa you 7ouraelf do the 

neceaaary coapariaoa and aelection you will be tiafe enough. 
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You auat thaa be •ur• that you get information from alternatiYe 

auppliera of different equipment ani on different leYeltof 

tecbnolo17. 

Can you not get autficientl7 balanced and coaplete information 

froa the suppliers, than go to other source& I 

B. Kallufacturera using aiailar technology. Existing 11a11ufacturers 

will allVaJ"• be able to giYe you very specific aud accurate 
.~, 

information about the w93 they do it and the equipaent they~. 

'lhe proble• is only that the1 do not always know sufficiently 

about the process when using other types of equipment. ~ be 

you can visit a few man~facturers using different equipment 1 

c. E!Ysineers in the trade. You can fin~ ecg!ueers on IUl levels 

within all technologies within aanufacture, sales, use, research, 

and consu1tancy. If any-body is available, if he has the required 

skill, aacl if he is willing to inform you without any charge, 

you can get auch good infor~ation in a very short time I 

D. Literature. There exist books about everything, but they are 

not al.VIQ'• 11p to date, it may be cumbersome to find them aucl to 

search through thea. If you need to go·to the literature and the 

required book is not readily aYailable, look through the list of 

the .. DJ hundred libraries in Indonesia, see in the list what they 

apezialize ia and ask the local library to a.aiat you. 

5. Vhich auppliera ez:iat for the required equipment 1 

Vho should be contacted for getting machinery quotatioas ? 



' 

In aext to all cases there exist aoaevhere machine manuf acturera 

doiag regular production and having many years experien~c iu the 

production of exactl1 what JOU require. Hake sure that JOU get 

your •achinery from one of those, and not fro• somebody vho vill 

make it especially for you and says that for ceftain; it will be 

auch cheaper an4 juat as good. Just be sure; it vill not I 

Make .. e of experienced suppliers vith good records for the aupply 

of eqllip•ent. Hake uae of Indonesian suppliers if they are good 

eaoagh, but do not hesitate on going to foreign suppliers if it is 

neceaa11r7:jou can choose between the following alternative 

suppliers: 

A. Machinery manufacturers 

B. Machiner, traders; stockists or representatives 

c. Machinery traders vho are shopping around to find 

alternatives for you. 

D. lappliers of ready erected plants 

A. The loveat coating alternative you vill get vhen negotiating 

4irectly vit4 the aachinery •anufacturers. Unless dealing with 

a atockliat, it vill also mean the shortest time requirement before . 
delivery. Aleo no misunderstanding vill be created through any 

•i•dleaea. In general this ia the best alternative if you can live 

up to the reqaire•e•t• of selecting, planning, and !ollovup. 

B. The aanufacturers 1187 ha•• established traders. If these are 

efficient and knowledgeable, aad keepinG stocks of •achinery and 

•pareparta, tbe7 may be of benefit. I! that is not the case, they 

••7 just create co•t and vaate of time. 



c. The ahoppingaround trader ~ be uaeful if he real.17 ie able 

an4 wil.ling to do a better aelection thaJL 7ourself. That often 

ia a doubtful question and 7ou vil.l noraal1J p~ aore for the 

equipaent. Aalt hi• to give JOU the aanufacturera quotations, but 

he vill still request the• to add in a colllli.aaion to himself. 

D. If the plant is ver'3 complicated and can not be installed bJ 

local paople,thaa a read7 installed plant can be required, but 

nor11all7 it vill be better to request the machine supplier to do 

the, job. Al.so wil.l it nor11all7 be bettve to bu7 the equipment 

directl7 aad rather establish a contract for the installation 

oDl.7. 
When it comes to finding the addresses of suitable suppliers, there 

are aaa7 eourcea and 7ou aust use them well to be sure that JOU 

find the •oat adequate aupplier. Agaia inquire with people around 

7ou. Inquire with uaera, engineera, traders and 11a11ufacturers to 

find out vhicb (couatriea and vhich) coapaniea can serY~ 7ou beat. 

Make uae of aachine1'1 or export directories from differeat relevant 

countriea. If nece~s&rJ, contact trade proaotion offices in their 

respective co1111triea. 

6. Collect guotatioll8 for adequate eguipaent • .. . 
"'-'·--···· 

Knowing the adequate aupplier11 ea the poaaible levels of technolog7, 

pleaae have the quotations collecte4 aa aoon aa po .. ible • The 

auppliers will often take time in aending quotation• aad it ia there

fore iaportant that ao unneceasar7 dela7 occur• in getting the 

inquiriea aent. It ia alao ao need to vait with aeadi•• inquirie• 

11Dtil one know •oat of the auppliera. 

GiY• the aupplier aa ••ch intormation about 7our requireaenta aa 

poaaible. If not, he vill juat aen4 JOU a letter to aak that •ort 

of intormation. 
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When adeqa.ate, 7ou can giY• the following information: 

- Reqairecl capacit7 of the .. chin•, either in the fol'll of 

production Yoluae or •ajor machine specifications as the 

prodact• 111q require. Keep the requirements flexible so 

that ataDdard equipaeat ~ be used. 

- lpecif~ infor11ation about rav materials when that m., be 
of iaportance. 

- If necea&a?'J', mention nuaber of the shifts or hour• to be 
worked. 

- Working condition&, especiall7 voltage, electric frequenc7, 

phaaee and syatem. 

- Aa7 other information releTant to the process. 

- CIF conditions (Coat, inaur&Dce, and freight included) up 

to which harbour. 

- Explain that 7ou require a plain and robust machine, of 

their siaplest t7Pe without an7 8J>ecial sophistication. 

ltresa that ~he quotation is urgently required • 
. 

The more uncertainl7 there is about the aupplie~s ability to 

cope with the requirement• aad the aore spread there may be in 

execution aad price of the different equipment, the aore inquireiee 

JOU will haTe to aelMl. 

Al•o not eTerybocl7 will be in a position to quote, and some 

quotatioaa will be Tery much delayed. To get as little as ' u•eful 

quotationa, JO• 11aJ haYe to send as auch aa 10 - 15 inquiries, aad 

Yery often JOU require aore than ' quotations, to ~aYe a reaaoaable 

po•aibilit7 to get offer for ..aequate equipment. Do aot pat up too 

11aJ intricate question• in the inquir7, only the ao•t important 

on••• Otnerwiae 7ou •&7 risk getting no reaction at all. You can 

alwaya get the lacking detail• later on. 
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Do aot let the supplier understand that 7ou are seading llallJ 

iaqllirie•• That 11&7 aake him loosiag interest. Alv~a sencl hi• 

original o~· tJPed letter•, neYer copies or duplicated inquiries I 

7. Collaborate with the aupplier& until the quotation cover the 

reguireaeata. 

If 2 veeka have lapsed without an1 reaction from the suppliers 

(that it haa bee~ pending with him for one week), send a reminder l 

Inform him ab~at the urgenc7, and tell him to inform JOU whether 

be is iD a poaition to quote or not. Ask him, if he is not Jet 

reaclJ 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 

JOU to a suitable supplier. 

When JOU get the quotation, go through it illll!:ediately. It is quite 

likel1 that 1ou will find it unfit. The equipment might be too 

•ophisticatecl, haYing too high capacity, being too expensiTe or 

being for a different process &.11 together. Inform him urgentlJ 

about the situation and ask for ~tification. 
ioaetiaes it 11181' be required to contact him again and again 

before the situation is clear. Do not Vlf.Ste any time on that, ac~ 

without clel~ I 

COllIDDA'HOlfl "J'012 COLL:a:TIMG IMJ'ORMATICN ON BAV MdDIALI 

10:1 'fD PIOJBCT. 

rtrat of all clearif7 which aateri;.ls will be required in which 

quaatities. Clarif7 also which dimensions or qualities that can 

be accepte4. 

HaYing this liat read7, 7ou aailll7 need to know to which exteat 

requirement• will be a~ailable &Ad to which pricea. 

.1 

' I 
I 
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13.11 

You auat coatact the euppliers. Dependant on the Toluae 

require•ents, 7ou ~ get the requirements from local atockiata, 

from central17 located distributors, or directl7 from the 

aanufacturera. From the local stockist 7ou may set~le 7our clay to 

diQ' requirements, but the prices •BY be too high. 

!he aanllfacturer ~ offer 7ou the lovest prices, but the queation 

ie whether the required quantities will be bigb enough to qualif7 

for eupplies directl7 fora hia. If it is depeudant on direct 

ahipaeuts froa abroocl, the clelive%'7 times rill be uncertain, an& 

1ou 1111at calcal.ate 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 7ou can 

operate with Te%'7 limited. stocks. 

The economy aDcl the working capital demand is quite dependant on 

the selection of rav material supplier, bis prices and terms. 

Be sure that freight and other coats are included in your calculation 

pricea ancl be sure that delivery an p11311ent ter11s are specified aa 

the be~t poasible since costs and capital demands are dependant on 

these. 

Al.80 aee that 7oa get clarification of regularit7 of auppl7 and 

the occurance of poaaible eeaaonal variations which can cause the 

nee• for enormous stocks or atop in procluction for period•• 

~ IllVEITIGATIONa. 

The pl'iae market information can in general be collected ia 3 
cliff erent wqas 

A. 11 Telephoae. lfo a:laplif7 the work, use the telephone u a11eb. 

aa possible. u.le•• when very :l.aportant, complicate• ucl volaainoua 

iuforaatioa i• requir,cl, trJ" to get it through tb• telephoae. 

------· ---
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B. Bz reguestipg ia Writing. The aethod is ai•ple and the 

obtained iaforaatioa i• rel.iable, but 7ou should still aToid 

thia aa llUCh aa po•ible. Peopl.e ri11 not bother to answer ;you I 

Onl.1 if apeciall.1 requeated1 or for Tery distant contacts can 

it make aa7 seaae to vrite. 

c. Bz your Personal Visit. This is applicable to the aost 

iaportant iaf oraation and sources and when 7ou cou1d not get 

suf ficieat reapoaae oa the telephone. Prepare a coaplete list of 

queetio .. ia adTance, but be flexible during the discussions : 

Important information you can get is often not coTered on 1our 

list of queationa. Make notes immediately acd proper minutes aooa 

after the aeeting. 

- Try to get the information quantified with figures. The 

information should be aa reliable as ~ossible, but is 

not required to be accura·te I 

- PreTent putting aa1 ansver into the mouth of the person 

7ou inteJ"Yiew; he gladl.7 agrees with you, eTen hov wrong 

it might be I 

- Do not take a "no" for an answer. If you do not get a 

aatiafactorJ oner, ek in a different way again, ~ 

be after a few ainutea, until you at least get the aaia 

inf oraation 7ou re~aire. 

- Be avare that people tend to exaggerate information to 

appear ao;re brilliant. If 7ou can carefullJ arrest aoae 

ezaggeration mad he understands that 7ou are experience4 

.. ough, he ~ becoae more careful with bis figures I 

- If 1ou v.nt fruak and open information, be frank and open 

1ouraelf. When people see that the7 get infor•ation through 

giTing information, the7 will be aucb aore open to you. 

Confidence create• confidence I 
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1,.1, 
The pri!!!rJ inforaation we should get, is first of all the 

following : 

- Which product Yarieties exist on the market and hov is 

th• deaand distributed between the varieties ? 

- Which quantities are sold and how ie that distributed on the 

near'y and further &Wfl7 aarkets ? 

- Which are the prices for the different Yarieties ? 

- Wbich are the normal trading channels in the trade Bild 

hov is the price building u~ from manufacturer to retailer. 

Which profits are noraal !~r the different traders and which 

coats (freight and others) apply of" the vay ? 

- Application of Sales tax. 

- Which are the noreal payaent conditions in the trade ? 

- Which eeaeoaal Yariation exist ? 

It i• noraal.17 better to get the above information through direct 

questioDing of people in the trade; manufacturers and trader• on 

the different stage•• Get as 1111ch duplication of the information 

aa poellible. Much of it 11a7 be vrong and,you need to cross check 

It is aleo ••rJ useful to get as auch information as possible on 

ao•• eecond!£l au••tiona. Those can TIAZJ vith the situation, but 

vill aoraal.17 include the following: 

- ltrengtb, capacit7, and capacit7 loading of the exietiag 

... ufactwr•r•• Plaaa for expanding existing iaduatriea 

aad for eatabliahiag of aev on••• 

- Geaeral tre114• in tb• trade, about increase or decrease 

of cle•aa•. 

- The po .. ibilit7 of other alternative producta co•ing up 

in tbe future, ezpected to take •ark•t fro• the exiatiag 

one~. Expected ooa•truction cba~s•• ia tbe eziating prodaota. 



Ia co .. UDicatiou with the people ia the trade 7ou will noraal.17 

be able to get a goocl picture alao about these questiona. 

In a•dition to the information 70~ vill. get within the trade, 

JO• caa also check up aoae general information froa the atatistics 

which th• tra4e co .. ectious will noraall7 not laaov. If 7ou check 

that iuforaation firat, 70u a&7 be able to co .. unicate easier 

with the tradera. Infora thea, and the7 vill infora 7ou I 

Statistical and theoreti~al iuformation to be obteine4 ahoul.• 

include the f o1lowing : 

- Pro4uctiou Toluae according to the manufacturing 

atatistica. 

- Product tariff n1111ber Iaport and expvrt polic7, Rat•• 

of clut7. 

- Iaport aa4 ezport Toluaea nor the last fev 7eara. 

- Calculated conauaptiou baaed oa the sise of local 

popalation aDd the noraal cliatribution of the household 

incoae aYai~able in statistics. 

- Co11parati•• consuaption in other countries, based on 

their atati•tic•• 

Coapile the inforaation nicel1 together in the file I 

DTEBPUllEUU. 

I•eatificatioa and eelectioa of entrepreneur has been handled 

ia a eeparate paper. 
Tia• information that ie r•q•ire4 for including in the feaaibilit7 

•tu47, ~oacerDB tbe fiaall7 ••lected candidate and incl8'eea 

- laae, birth place aDd date, faail7 situation. 

• ~dreaa, telephone auaber 

- BllploJllent record and Present occupation 
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- Educational background 

- Reeourcea proYiuaion, Sq11it7 Capital specification, 

possible proYidiug of industrial premi••• or plot, 

aecurit7 tor loana. 

- Judging ot the entrepreneur• fitnea to rua the project. 

- Aa7 other releYant information aa to the entrepreneurship. 

LOCATION. 

To write the reaaibilit7 etwl7 we ahollld klaov the following 

about premises and location: 

- The aize, shape and atancla.rd of the premiees. 

- The location l1Dd ro&ll distance fro• the nearest 

aarket and central towa. 

- The aize of the electrical iaatallation. 
1 - phase or 3 - phaae, Toltage. If the iastallation 

i• too aaall, the d.iataace to the nearest capable 

tranfonaator. 

- Adequateness of water and effluent installations. 

- The ao11thl7 reat, poasible aclTance requireaeat, reat 

agreeaeat 'uratioa. Poaaible requireaenta for building 

aodificaUons. 

- Telephone ill8tallation and local infraatracture. 
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1. 

Hot all queetioae appl7 for all proj~cts. Before starting the 

collection, ti'k of which information is not requirecl, and date 

for vhen action is required for the rest. Be aware that 7our 

inforaation source a.,. require ti•e before repl~ng to ~ou. 

Alv~a act as earl1 as possible and start with the most crucial 

information. 

At this etage1 concentrate the guestions on finding out the pre

Taili!ll aituatioa. Deciaeions for the proJect will co•e later I 
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PIODUC! 

1. Vhicb product(e) ahould be made ? (as few as 

tosaible to keep the project !ally loaded) 

2. Vhicb Yarietiee (sizea, capacities, colours, 

etc) a11at be aade to satief7 the market 1 

(liait u aucb u poa8ible) 

'· Vhat ia the statistical no (ll'fC) and duty 

tariff ao (CCCI) ? 

llo\ea. 



4. Do there exist an7 ntandard specifications for 

the product, nationallJ' or internationally ? 

What is specified in the standards ? 

5. Is an7 license required to 11a.11u!acture this 

product ? Do there exist an7 patent-righs ? 

Will an7 ro,.aJ.t.,. or knov-hov fee appl7 ? 

6. Which other products can substitute the product, 

or hov can the use of the prod~ct be omitted ? 

7. Which changes in the product on the market is 

likely to take place ? Whi~h product 

subsitutes can be expected in the future ? 

8. Yhich 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. Bow perishable is this product ? Which special 

storage requireaents exist ? 

2. Mfrket. 

1. Which are the pre•ent sales •olumes of the 

product, and bow •ucb·ot tee sales are within 

the local market and vitbin the province of 

the project ? 

2. Bow ia the •al•• voluae distributed between 

th• different •i&•• or tJPe• of the product ? 

3. Which are the aeaaonal variations in the 

•al.•• 1 l 
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4. What are the export and import Toluaes of the 

product ? 

5. What are the local production Tolumes of the 

product, aDd bov is the local production 

diYided between the major aanufacturers or 

geographical areas ? 

6. Vhat are the local manufacturing capacities 

for existing industry for the product ? 

the 

To ~hich extent are these capacities utilized ? 

What is the reason if all~ aanufacturer does 

not operate at full. capacit7 1 

?. How atrong or 4olli.nating are the exi&ting 

aanufacturera 1 Which plans•o they have of 

increasing their production 1 

8. Which is the situation on the market for the 

substituting products 1 Which plaDs are there 

to increase the production of aubstitutin& 

products T 

9. la there aa7 111U1ettle4 deaan4 for the 

pro•uct 1 How big is it t What is presently 

the substitution alternatiYe 1 

~o. For a coapariaon, which are the consumptions 

and the situation for the product in other 

areas or other co1111triea, coapareable with 

Indonesia ? 
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14.4 

11. How haTe the sales yolU11es changed oTer the 

last ~ears ? What are the reasons for theae 

challgea ? Hov can these change be expected to 

alter iD the future ? What has been the trend 

for possible substituting products ? 

12. Which are the normal tradin~ channels for this 

product in the market ? How does the different 

trading links operate ? Which apraad are there 

on other trading systems within this proauct, 

and how suc•essful have the alternative 

trading s7steas b&en ? 

13. Which are the ex•actory prices for the prod~ct 

and the retail prices ? Which profits and costs 

are calculated on the different trading links 

between aanufacture and consumer ? Which spread 

are there in these figures ? Which is the sales 

tax ? 

14. How doe• prices vary vith different executions 

of the product ? 

15. Which are the nor•al import and export prices ? 

Which dut7 rates exist ? Is there any export 

iacentiYe ? Wi1J. ~ut7 on raw materials be 

refunded on ezpo~ation ? 

16. Which are the noraal p.,.aent conditions for the 

a&llufacturers ? And which spread are there in 

these conditions ? 

17. Vhicb possibilities do other manufacturers have 

to lover their prices and improYe their pa7ment 

terms ? 
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14.5 

18. Which concrete arra.11ge•enta hawe been •ade 

vith potential customers or the project to sell 

vbat, at which prices and conditions ? 

3. Rav Materials. 

1. List which materials wil1 be required, with 

quantities, qualities and dimension required 

for a product unit. 

2. Find out which qu~utities/materials qualifies 

for purchaae from which tJP• of supplier• 

(from manufacture~ to local retail atocklist) 

3. I.ist potential supplier al ternatiTes. 

4. Collect price quotations from 2 - 3 

alteraati•e aourcea. 

5. Get the p919e11t terma. 

6. Which ia the aTailabilit1 of rav materia'ls ? 

Can .carcit7 becoae a problea 1 Which seasonal 

probl••• eziat 1 

7• Which other conauaera exist 1 What quantities 

do the7 require ? Which collaboration opportuni

ti•• 'oee tbat opea, or which extra scarcity 

probleu aq ari•e '-

8. Ma, UlJ q1a0ta or lice••• be require4 1 

9. Ia 91J1 aateriala P•riabable 1 I>o tbe7 require 

u1 aeaaoriag 1 la 01 special storage 

faciliti•• aee4ed ? Or an1 apecial traaaport or 

hudling equ,.e11t 1 
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~. Halluf acturing Proceaa. 

1. Which different processes are involved from 

rav aaterial. halliling to finishing, packing, 

aa• &iapatche•ent for the product and its 

co11pOaenta ? 

2. Which are the vol1111e or capacit7 requirements 

or these different proceaaea1 

3. Which are the expected economical levels of 

technologr for the different processe& which 

are inTolved ? (Estimate rougb11 7early 

coat• for the &1111 of labour, electricity, 

aaintenance, •epreciatioa and interests) 

5. 11ac1a1aerz. 

1. Which machines are required, and which capa

citiea T 

2. Which are appropriate. alteruative suppliers 

for the .. chiner)' ?. 

3. Collect quotations for tbe required macUnery 

ancl equip•ent. 

4. Check the quotations, ... their information and 

the reqairement to : 

- Adeq•ateaea of working principle 

- Capabilit1 to cope with the production 

requir•••nte, di•eneiona, and quantify 

requir ... .1enta 
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14.7 

- Grose a~d net production capacit7. 

- Level of technolog7. Robustnes and 

qualit7 of aachine. 

- Working space require•ente 

- Require•ents to operators 

- Including of a'\adequate sparepart eet 

- Maintenance requirements 

Machine connections and concumptiona aa 

regards electricity, steam, fuel, other 

energ7 requirements, Co11preeeed air, 

ventilation, vater, drainage, cooling, etc. 

- Proble•s of the local cli .. te 

- Price, landed cost and payment conditions 

- Deli••l'1 time 

- ihipment control, and part shipaent not 

allowed. 

6- BUILDING and INSTALLATION. 

1. Determine approximatel7 apace deaa11d an4 

identify a aui~able building. 

2. Which are rental. conciitiona, po•aible ad"Yance 

pa711ent of rent and the rental contract period ? 

3. Whicb are the 8hape of the builcliag, doors and 

vindova, building contructioa and floor loading ? 
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4. Will the building be approved by the authori

ties for the intended lie• ? 

5. Which building modifications are required and 

who will p~ for the• ? 

6. To which extent are the following services 

adequate, vho will improve them and what rill 

it coat the project : 

The size of the external electrical wireing 

- The water installation, water treatment, 

water pressure, vater storage 

- D~ainage system 

- Boiler installation, water heater, other 

heaters 

- Road coaaection 

- aecurity 

- Fire fighting equipaent and fire protection 

- Interna1 and extel'llal transport arrangements, 

lifts, cranes, vagona, trolle7s, etc. 

- C011preased air 

- EYacuation of eaoke, Tapoura, dust, etc. 

• itorage facilitie• for raw aaterials and 

products. 

- Retrig•ration, deep freezing, air condition

ing, •entilation • 
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- DJ'1ing opportunities, climatizing arrllllge

aente, soaking. 

- Telephone connection. 

- Customers expedition, ahop or pro4uct 

display. 

- Other special requirements of the project. 

?. LOCATION. 

1. Proper address of the place. Bow to reach 

there. Telephone nmdaer. 

2. Road diataace froa the nearest market and 

tovn. Statua of the road. 

3. The aature aad population of the place. 

Acoommodation po•aibilitiea for eta!f and 

labour. 

4. Bav aaterial• and aa.rket tor the product• 

in the Yicini.t7. 

8. Entrepreaeur 

1. 1 ... , place aad date of birth, faail7 

situation 

2. Ad4re•• and telephone 111111ber 

3. Blplo,aent record mid pre•ent occupation 

4. lclucational background 
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5. Jle~arcee poeition. Bftuit7 capital 

apecificatioa, poaaible proYiding 

ot induatrial prellisee or plot, 

aecurit7 tor loana 

6. Judging or the entrepreneurs fitnes 

to run the project. 
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