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Admittance procadure for SUIK and other Industrial

estates for Small Scale Industry.

We refer to our report No. 44 of February 1984 "The SUIK estates for

small scale Industries in Jakarta" and to request from the Director for
small scale metal industries, Mr Trisura of 10 September 1984.

According to his request we hereby have the pleasure to recommend such
procedure for admittance of entrepreneurs to the 3. IK estate and tc other

estates where the procedure may fit:
1. To advertise and make known to the public that opportunities exist to

start new incustrv within the estarte.

2. To receive applications for admittance containing project informaticn.
(To assist in making the application when the entrepreneur is not

completelv able on his own).

3. 7To do screening and prioritv ranking of applications, considering

viability and project importance.

4, To approve admittance and to assist in project implementation.

5. To follow up during the operations, controlling that the project
remains active, can solve its major problems and r .xe profits sufficient

to enable continuation and growth.

¢. To submit to DJIK, 1/2 yearlv reports, specifying economv situation of
the estate operations, occupancy rate, type and volume of industrial

activities.

We think that these tasks are the natural responsibility of the estate
management , but of course it depends on the actual practical situation

whother other crgans like the PPIK or the UPT of the estate should be involved.
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We can comment a little bit further on t2¢ fopulints Loove 45 I0:1.0wWs!:

1: Advertising of vacancies.

As soon as it is seen that anv of the sheds will become vacant, and
applicantions for admission from high pricrity potential projects are not
available, the vacancv should be made known to the public/interested
potential entrepreneurs. An announcement stating size, location, rent

and conditions of rental mav be made, as one r=v find useful, e.g.

through:

- The Kanwil periodic bulletin

- Meetings of entrepreneurs and potentials (Temu Pengusaha)
- Village meetings in the surroundings

- Newspapers

- Local radio

- Notice boards.

Application forms should be made available simultaniocusly.

When there are particular projects one want to c-t started, fit for the
ectate; after doing some preliminarv investigaticns, one may also make
announcements similarlv specifically for the preject, giving along with

A

the announcement some basic project informatiosn.

2. Get Applications.

The application should rather contain sr ruch information about the
intended project and the applicant that onc can .dge the usefulness and

- the viability of the project. One should therefore preferably use an appli-
cation form, so as to get the important information, and so as to make it

so simple for the applicant as possible to appiv.

ro




Proposals for an application form is given in appendix I.

Ore may follow a procedure first requesting the applicant to complete
the application and seeing his thoughts and capabilities, and there-
after to assist him in redoing it, aiming at a best possible solution
for hic project.

Doing this, is of course as much to assist him to get a best possible

precject, as for the sake of judging.

Screening and ranking of applications.

Eaving done reasonable efforts to get sufficient applications, and
assisted in making them as good as possible, a screening 1is first to

be done, excluding projects that:

a) are n-t useful to the community
b) will not be sufficicntly viable

c) does not fit well within the particular envivonment, and should
rather be refered to a different location.

Some further notes on these questions are available in appendix 2:
"Gcreening and ranking of project possibili-ies", {(originally written
for a different purpose).

In contrulling the viability should be checkec

- The entrepreneuf% ability to operate and manage the project
- The reasonability of the market expectations
- The sulcability of the equipment

- Whether sufficient means will be provided and are ava’lable to
operate the prnject.

- The reasonability of the emnloyment proposals, the working spacc
for them, and whether thev will find proper living accomodation
outside the working environment.

- The profitability and the break even point of the project

- The size and the technology of the project
(Reasonably developed and not too big for a start).

-3 -




- The fitness of ~ha building for the purpose, and the proiect to
the environment.

- The needs for the project to be accomndated in order tu get
started.

When projects that deserve to be considered, are too many for che
vacancies, a priority ranking may be done.

Priority should first of all be given to proiccts that:

1. Make products important tc the society

2. Are new and represent new technologies

3. Need to be assisted with premises to gt started
4

. Have a reasonably safe viability.

The preliminary screening and ranking mav be done by the estate

management .

4. Admittance and implementation assistance.

Probabiv will it be useful to let a small welfare committee for the
estate approve the admittance. The committee —av consist of represen-

tatives from :

- the estate administration
- BIPIK

- the present entrepreneurs within the estate.

No fees should be involved.

The project should later be given as much assistance as possible to

~ reach best possible solutions in selection and installation of equipment,
product design and production arrangements. sales arrangements and
cconomy matters. Ideally spoken, these tasz= should be undertaker bv

the estate management.




5. Foolow ur of project cperations.

It should be a condition for admittance to the estate, that annual
accounts are being submitted, but treatecd confidentially. The aim

being rirst of all to provide assistance towards improved operations
when it is seen as necessarv, acting first of all as an early warning
system, giving important economy parameters to be extracted.

The estate administration should keep regular contact with the entre-
preneurs to ensure that when problems arise, the enirepreneurs will seek

assistance from the estate manageme:nt.

Other signs indicating that involvement and assistance mav be reguired,

are of course the following:

- unreasonahle arrears in rents

- closed doors or decreased activities in the tactery.

6. Reporting.

1/2 vearly formalized brief reports should be issucd and copied to the
i

internal welfare committee, to BIPIN and DI,

The report should include :
- occupancy rate
- employment, sales and profitahilit. of the individual enterprise

- problems, progress and plans.

7. Vacation of Premises.

. Industries doing well and outgrowing their space, should alwavs be
encouraged to find their own premises, rather than being given more space.

Ideallv each enterprise should occupv eniv ene shed of suitable size.




Industries not doing well, retarding and refusing to take assistanc
and having limited hope of growth, should likewise be encouraged
either to sell, to get managerial assistance, or to vacate the place.
Reasonable warning should be given for anvbody to come up with
constructive solutions for ir srovements before some one possibly beiag
expelled.

The rent agreement must have a clear but constructive clause on this.

I+ is obvious from this that estate administraticn i1s a much more demanding

task than just doing renting of premises. It 1

)

necessarv to invol e well
trained engineers 1in the estate administratien. The occupancy rate and the

activities of the entrepreneurs should normzllv reflect the efficiency of

1]

the estate administration.




Appendix 1.1

APPLICATION FOR RENT OF FACTORY PREMISZS.

Within the: ... cheeeeee.. E3tate,.

N M. t v ieernosonscecasnvorsontonsosnsannsas et et Born date: ..... et
Post addresSsS: .eeieeneerensranennenscsanns e et .

Place of living or working (Describe how vou can be traced): .s.oueceieneennaaness

s e e v es e R I SR R R P T L S T BT NP * e s e s a s e e e s e e et e

EDUATION AXND TRAINING 'DYPT o7,

rom/Ic} School/Institution/ From/To] Work or profession] Emplover
Exam

Present emplovment or profession: ...........ciiiiii...

Present earnings: ............... Rp/month. D¢ vou intend to continue in vour
jOb? R I I L I I R I A v e

Which other industries or businesses are vou invalved in and how 7 ... ...,

L R L T T I R T N T R I I I T T T I T .

L I R T R R O I B IR N S S S S I R T P A Y ¢ a s u e v e e ey s s e e e e

INTENDED PRUDUCTION Expected bLoofaco ry Lxpected total
Product name and description sales wrice euch sa’ es per vear Rp.

hY
4
» What experience do you have to manufacturc such preduacts 2 ..., e
w.

D N A R R N L I AN N I A WA A I IR BCR R B I BF A AP B S R N B B B B A R I PR A N B R N I S R A SR A A B PR I Y
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Appendix 1.:

To whom, and how do you expect to sell the product

mn

D O R T O O I R R T I I O I T T T T T N R R LI BT ST SR

D I I I I L T T T T N R N L

D I I R I I I I O T T T O N R R T R O R I I I N R S IR S TR R S BN

w
.
.
.
.
.
«
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.

What experience do you have from such sale

@ % 8 6 % 5 2 2 P Y e S e s e 68 8 B aE B e s EE e Ee s e e s as e e eSS ENEIETTYELTEOLELEOELLEOEOPE PR

Whv do you expect that you will be able to sell that much 2 ...iiiiiivnnn.

L I L T T I S N I T T T R S I BRI A N B R R

Necessarv Production equipment:

Tvpe and capacity or dimensions: |Price Is the price guessed] Do you have
or Tror a quotation?l this already?

STUMMARY OF INVESTMENT [ DRRRSON Iets
Machinery & equipment ceseeenenaiaeaaes ) e available Capital .ol
qachinery installation ceeeeinn s ] Uwn available Capital ...l

Electrical installation veeesesraensnaa. | AlTready granted bank  ..... ...,

N Other installations e et

, \ cted further bank
Pre operational costs f e et et

Working Capital et eeie e

Others) | | et

e e s . n & 4 &

Othio ra: .. e e seaas

Total Tor il

Valie of independant

Socurities f et e s e




Appendix 1.3

EMPLOYMENT SPECIFICATIONS What does the work consis
Presen ?

rt
i
o3
W)
o)

Expected: how is it done 7 ..cievveennn ..

rt
.

Number of producticn

workers L eeemanees  smmeesese e eveeeerseeeenetraaneereanens

Number of office staff ... ccivie ceiiieann e et treasesesercaan e

" " supervisors/

mANagers Ceeetaseen  eesssacas f ettt etesete e aa e

Others: .. .. ...

P e e s s s s ¢ s e s 0 e e s as s e s s s s e s e s s e 0 a e

Total: e P

(4%

Present: Expected: Overheads: Present: Expected:

Total Annual Sales Salaries e e seses tereeaaen

Annual Variable Costs: Rent of
premises e

Materials (Make separate
1ist) et estreeae  eaeeeaae Maintenance o.e-c.-.-. Cer e

Consumables Ceetrasres  essesees Office expen-

ses e eeene beseesan
Fuel feeecesers sesseesse
Electricity e ceee e Transport/

7 Travel et seeaseaens

Wages eeeeeesee messsaee
& Insurances fee e eaaeaaan .

Cther variables s esereee  aeseesns .
Audit/accoun-

- tancy fee e e e reaeasaes
Total ’

Interests .. ee aeeas e

Depreciations...... . «c.-coeennn

Annual profit

Others e e e .

Total ‘




Appendix 1.4

BUILDING REQUIREMENTS: Make a simple scetchhow you will
utilize the space.

Required space: . -

o

Production O . . . e
Kaw materials R 1
Finished products........... m

Office etc. ceeersesses I

What can possibly be accomodated
oULSIde 7 it ienrtnraar ettt

What type of a building do vou applyv Fo- T

o) S AR

If vou apply for a particular shed,

WHICH 7 it ieee et eenan s

What are the measurements:

x = m

Need for electri:ity ivieeree... KWl Comments on the technical building require-

" " menis: oo eeeoes F R R A T e e a s

water R

" " drainage et R
" 1" > e .. . e . v 9 8 e s 8 2 w0 s e v e o 8= . s 8 s =

telephone i eeen e

Other needs'® et e e e S

Planned accomodation of family and workers: .......... C it teece e

I1f vou are already in production, state size and situation of the present
[T R o S R R R i e ers e se s

Why do vou want to move 7 ..i.iieeeeeniaiaiinann R T

What kind of assistance do vou need from the estate 7 .oeveeiiieerennneaereencennes

Why do you think this project should be SUPPOTTadl t e etraanueoooneanaoasannasonn




Appendix 1.5

Other Information:

date

Sigrnature.




Appendix 2.1

SCREENING AND RANKING OF PROJECT POSSIBILITIES.

To promete an industrial project, there are onlv 2 goals that the project

must fulfil; but these are verv definite:

1. The products or the services of the project must be of value to
the society.

2. The project must be sufficiently profitable.

If the outputs of the new enterprise does not improve the situation of
the society, vou <hould not promote it, even how profitable it could be for

the entrepreneur .nd his emplovees.!

There are only 3 ways in which the project can be of re 1 value for the

society:

I.  That it manufactures products which the pe. =%~ r.:11v need: products
that makez life better at costs that are n.t too bigh.

2. That the production substitutes importation to save foreign currency.

3. That the production is being exported to gain foreizn currency.

If the project is not of value to the socictyv; than leave i+,
Do net promote it even if it means high profits for the entrepreneur and

good employment opportunities !.

Other factors are all related to profitabilitv, including environmental

matters, which may require cost in order to Tirit harmiul cide effects.

For us particularly to devote time to preicet promntion, two more condi:ions

should be fulfilled. These are:

1. The project must be small scale. This mesn  thot the required bank

financing capital must be limited to a maximum of Rp. 75 million.




2. The involvement of working hours for the promotion should not be ut-
reasonablv high comparted with the effects ¢f the project. Hence;
projects making more important products, preicctis emploving manv pecrie,
projects which has good growth potential and projects within new techne-
logy on the local 1level possible to duplicate bv promoting further
similar projects, should be given the highest pricricy.

The further questions, more or less related to profitability, are the

following:

- Market considerations

- Techneology considerations

- Investment requirements

- Raw materia’ situation

- Environmental and lccation situation

- Concluded profitability.

For the screening out of projects that does not appear sufficiently

positive, and the ranking of the acceptable oncs. the different areas

should receive reasonable attention at least within the following subqu.sticas.
Considering the limited time which is available (..¢ can obviously not go

too much in detail, and finding answers to the questions in the form of

figures should be done onlv to the extent that thi- isc important in the

individual case.

1. arket Considerations.

- How big is the demand within the natural nearby mrket for the
products of the project and how does that compare with an expected

normal production volume of the project 7.




ndix 2.3
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- To which extent is the local marke: demn-l settled by other 1c¢ .zl
manufactures, through Indonesian producticn in gencral, and how much
is settled threough importacion ? Can the required share of the

market te reachec comfortably without toc much strain ?

- Which are the prospects on a wider market

o)

rei, and which extra
complications will that involve in *erzs of freisht and communication ?
b el

Which is the export potential ?

- How will the project in general be able to compere with the existing
net prices from other manufacture ?

- How will the project in gener-l be able to com cte with the established

manufacturers having long time training and depreciared equipment ?

- How will the project be able to compete in quality °

- How wili the project be able to provile credit-:acilities for the

sales, similar to the conditions offered wi*hi- th.. trade ?

- Can one come to violate any patents, licences, or other restrictions

on the product ?

2. Technelogy.

It may be possible to establish the preof.ct within different levels
of technology. One will normally tr to mave  use of the technology
which gives the lowest cost per manufactur.d unit under our local
conditions. This will normally for us mean a2  Semi Labour intensive

alternative with individual simple machin .




Lo

Can

4.

Will we be able to operate the processess and to manage
without too big problems 7 Do there so far exist
operate such equipment 7

the mainrenance

anv local experience to

Are we adding anv new technologv through this project, or are we only

"

repeating what is already present 7
To which

extent can the

Investment Reguirement.

Wiiat apprezir .telv will the project investment be:

Process machinery
Other equipment, tools, factory furniture, transpo me

Import fright. and transport costs to get the equipment
in prsition in the factory,
t

allation cost, electricity, watev, etc.;

sts (onlv if necessary) or building
modiZications:

working capital, net.

Pre-operational
start including

cost. All expenses before
interests, rents,

production
salaries,

required equipment be locally available

training, e:c. Do e
Tota! Koe neennn

on¢ expect the investment related to sales volume to be reascaable 7

Raw Materi:l Situation.

Are adequate Taw materials of local origin at a]] times available in

sufficient quantities at acceptable prices ?




- {an one expect any of the raw materials to Decome

7]
0
[o}]
-
o]
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—
e
[of)
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o8]
e
-
o]
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ity
n
M

or prices to incrzase unreascnablv ? 1s it pessible that a license cor

o

a quota svstem can come to apply Can one visx to be refered to one

n

single controlling supplier only

+
.

—  Which are the normal pavment corditions in the trade ?

(9]

. Emplevment.

-  How many people will the preject require

- Will these people be available with the recuired amount of skill wnd
training

-  Will the project be strong enough tc citer go & salaries and workinz
2

conditions 7

- What will be the investment per emplovec 7 (Profwradlv under 1 million Rp .0

¢. Llocation and Envircnment.

- Is the prefered location the place where tnis profect can be run most
economically ?

R
Ny

- sre buildings, ~lectricity, water, drainas Sy T{luent, rcads

an
transport, telephone and communication, ¢- w1 2z emplovees acconodation
sufficiently available there 7

- Will noice, smell, wastes, traffiic. dust or v create any problems
. in the lozal environment
7. Concluded Profitabilitv,

In calculating the prefitability, tne situation related to the above

questions are i+ ~rtant




ApPendix 2.6
If vou have time and information enovgh, do a rourt calculation or estimate
of the pussible projectss If not, tryv to get a clue zbout the economv
situation within the trade in general.
Contact pecple within other enterprises as g2i=milar as possible. Theyv will
let vou know. The rough calculation you can do as foliows:
- Yearlv sales = Net sales price for the product to whole-seller or

o
other first link to be scld tco, d >, sales tax, packaging,

discounts, and commissions multl
807 of the no of products vou expect possibie to manufacture

and sell in a normal veor = RDe vevnnnnns

- Less Variable cost = Material costs, consuTeiblis,

electricity, and operators wages, vear! = PBRe veeecnnan
Oreogs profic = Biv venvneves

- Less Fixed costs = Salaries, building rent, derreciatien
of e. ipment (107), interest ou total capitsl invelvenent
(117), maintenance, office expenses, sales 7021, transport,

insurance etc. = Rp. c.coeiann

~*
il
0
oy
Q
ot

From this vou can calculated a few econamy parane

r

comparison with other project aiternat.ves:

. Net nrofit 100 ., -
- Profit on sules = i = it eeeieeneseees 2 (Preferably
Yearly saices ver 107)
} : Net profit X 100 ) o
~  Profit on = = i iieeieas s 7 (Preferably
investment Total investoent over 30
. Fixed costs X 100 o N Tar
. - Break even point = N = e ace st e re e resareecs /[ (PT(;AGTH‘T_)}:.

i under »57).
Cross profit
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Lsuclely neod
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liarkot
potential

<

Not acceptable
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Not acceptable
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Investment and
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requirement

-
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Raw material
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Hot acceplable

Acceptable

mployment
demand

Riahthi it a?]
A SRS
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ot acceptable

Acceptable

Location

Jdol acceptable

Acceptable

Protitabllity

ot acceplable

nccoplable

Poltential for
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Secaept anle

CURCLUGTON
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Apnendix 2.8

Anv preoject being determined as neot required or not acceptabl- for
anv cf the parameters above must be concluded as not acceptabl. while

the others are acceptable feor the further investigatious to follow.

It might however, sometimes be worthwile to look into the not acceptable

profects once again: Why is it not acceptadble 7 What can be done

aboutr it ° Mav it be possible to alter the project to make it better
- r
Fit 7 Can the product construction be improved 7 Can different raw
b
moterials or a different technology be used 7 Can the iancation be

altered cor other steps be taken ?  And aow can the profitability be

improved upon

~
=}
[&%
5
s
~
Q
P
(0
[
3
]
Q
—
m
@]
(md
€
rt
rt
=gl
et
n
om
ey
(8}
e

Tie projects accepted in the screening are more Or less impertant

for the societv, the profitability and the works involved varies frono
project to project, the preparation work can be more or less, and tic
\ave bigger or smaller ring efiects. In one project oan

it be easier to find prospective entrepreneurs and locatiens thon in

It is thereiare useful to rank the proiects which have been accepted

=

in the screening for the sake of putting first of all the main emfhaslis

on proratine the high prisrity projects.
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3 5 : 3uyA~ FuEN Doy A
“imit the parame-ecrzs to e indged to the J Wilic.

We prorlze 0

are spezi’ied in the table, Values for the prosgects I
prciects can be filled with azny scale as desired, e.Ze a sio
1 = 5 szale for each of theme Priority maxiag e.ould hetier Lo
be done zerely by adding the soints tcgether, with or without
arplying a weight facior to each of the parame=ers, withcat
rather cComTaring the zcores and aiding up with diszcussion and

common senca ! -

Crrortunity study aoi prefeasibility studye

In preparation at least of larger projects is it cczmon and
i = rowaft
ful first to propare an opportunity study, and there-alter

a pre-feasibility studye




The opportunity study is a roighly worked our cconomv comparison of
several project ovportunities. The aim is to find out whi.h of the
opportunities offer the best prospect in terms of profitability and

Cther requirements.

The prefeasibility study to follow use to be a bit more thoroughlw
done studv, for the one selected project, to determine whethar the
expectancies are within reach. Only when being fairlv sure of that

3

is it that one usually will go ahead wit a fullyv pledged feasibility

n our small scale project case is i* now up to vou to judge:
Have the investigations been so throughl? done and are the observations
sc safe that we ¢.n go straight anead with a full scale feasibility
studv, requiring work and waiting time for several week: to come !
And are vou also confident enough, that the right selection and pricrity

maxing is done ?

1l vou answer is uncertain, 1s it better to work through the highest

el

pricritv project once again !

Jaka Oth October IR0L.

UNID N5 7R/07R.
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