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Eingkasan Eksekutip

Laporan ini berdasarkan fakta-fakta yvang melingkupi kematian
dari Aneka Jasa Puri dan Setail saat ini, cdipandang dari segi
penjualan dan pemasaran.

Mereka berada dalam zeadaan vang agak menyedinhkan. Pemerin-
tah memiliki dan mengelola tetapi mereka harus membuka pintu-
rintu mereka kearah pekerjaan yang bersifat rahasia atau mengan-
dung resiko sementara itu tidak memiliki hak secara otomatis
terhadap vang lain vaitu percetakan vang lebih menguntungkan.

Itu merupakan unit yang sangat dibutuhkan yang ternyata
Eurang dimanfaatkan untuk sebagian besar kehidupannya. Suatu
Eemampuan besar untuk memproduksi paling sedikit 4,5 billion
rupiah setiap tahunnya, tetapi kembali didukung oleh alasan pen-
ciptaanya.

Gambaran vang cdiberikan oleh kedua unit tersebut saat 1ini
tidak menghasilkan perniagaan jangka panjang. Pasar memaksa
mendikte senhingga mereka tersisihkan dari sebagian besar peker-
jaannye olenh kearena susunan manzjemen yvang rumit secara berlebi-
nan.

Saya belum menganggap sebagai bentuk yang kontinyvu karvenz
vada saat 1tu telah diserahkan kepada Puri, saya bveranggapan
oehwa kegunaan dari mesin-mesin tsb akan berakhir. Selama 10
sahur., 24 Jjam setiapr narinya sudah merupakan waktu vang cukup
cagi setiar mesin untuk mengerjakannya.

Panca "ujiisangur merurakan suatu unit vang berhasil dan sayva
irz tidak nzrus digebungkan saat ini tanpa suatu pemikiran vang
T

Marizjemen dari AJP narus dersifat otonomi disertai dengan
penyvebaran kembali untuk orang-orang yang tidak sesuai dengan
oosisi mereka saat ini sekaligus juga pendidikan kembali untuk
Team-team manajemen vang sudah diselek<i.

Agar supaye bisnis menjadi berhasil, perlu untuk memasang
sebuanh struktur manajemen baru disertai dengan satu rangkaian
Eomando langsung dari Presiden Direktur. Saya kira perlu agar
para ahli diminta untuk mengawasi sistem baru tersebut untuk
Jangka waktu (periode) tertentu sampai dengan manajemennya terla-
+ih dan siap untuk mengambil ahli sepenuhnya. Hal ini lebih
penting untuk diterapkan dalam pemasaran. Apabila kemampuan dalam
penjualan dan pemasaran tidak dipertahankan, sistem baru tersebut
akan gagal. Tidak ada bisnis dapat bertahan tanpa suatu perubahan
vang sehat. Apabila deretan / garis dasarnya tidak pernah di
jangkau, pasti akan gagal.
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Sebaliknya saya vakin banwa apabila direktur-cirektur pema-
saran tidak berubah maka selurthnya juga tidak akan bperubah
karena strategi-strategi dasarnya dari pemasarar. tidak dipernati-
kan.

Setail dapat melanjutkan iemerosotannva selama beberapa
tahun. Ahli yang bernama Paul-lieinz BEroeder, DP//INS5/88/003/11-
64,/J 12207 Dberkata benar dalam ringkasannya, banwa lebih mengun-
tungkan apabila dijual dalam jumlah besar sepertii barang-barang
musium. Tetapi saya sarankan agar beberapa dari barang-barang itu
sebaiknya disimpan untuk saat-saat yang akan datang dalam sebuah
musium Surabaya.

Puri merupakan suatu usulan vang berbeda. Dengan sistem-
Sistem manajemen, pembiayvaan dan perkiraan yang benar dan tentu
saja termasuk pemasaran, makz masa depannya bisa menguntungkan.
Tetapi keputusannya harus dibuat apakah oleh pemerintah atau
swasta secara total, sebab sebuah pabrik yang baru adalah pent-
ing.

Ahli 11-64 yvang datang di Surabaya 6 minggu sebelum sayva.
DPie mengkonsentrasikan usaha-usananya pada penyecaran kembali
aari sepuan pabrik vang ovaru. (Cien karena itu, Deberapa aari
waktu sava, saya pakai vntuk pembaharuan pabrilk dan mesin-mesin
sampil mengkcnsentrasikan perhatian pada pekerjaan vang
ade/tersedia dalam pemasaran. Remudiar mernjadi jelas banwa 'sales
force” ternvata kurang kuat untuk mempertahankan pabrik-pabdrik
delam eaktivitasnya darn sava sarankan diri saya sendiri untuk
h tez2m-tezm penjuazian Ccar pemasaran. Saya Jugs atur persama
.T. Fance Pujivangun agar parz pekerjanya dilatih dalam GTidang-
bidang mereka mengenai mesin dan pembuatan piring.

Tuarn Dinsbach setuju dengan saya banwa nal itu sebenarnya
pukan merupakan latihan xempali tentang ketrampiian, tetapi

latinhan kembali tentang sikap.

Pada saat saya menulis ini, kelompok dua dari ketiga keiom-
pok tersebut saat ini sedang dilatih. Pelajaran tentang penjualan
dimulai tgl 9 Mei - 1990 yang dihadiri oleh 13 orang pertama.
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Executive Summary

This report is based upon the facts that surround the
present demise of Aneka Jasa Puri and Setail, from a Sales and
Marketing viewpoint.

They are in a rather invidious position. Government owned
and managed they are oblijed to open their doors to confiaerntial
or risk-type work whilst having no automatic right to other, more
profitable printing.

It 1is a desperately needed unit which is underutilised for
most of its life.

A giant capable of producing at least 4.5 billion Rp turn-
over each vear but being held back by the very reasoning Zcr
which it was created.

The present image presented by both units is not condusive
with a long term commercial future. Market forces dictate <hat
they are eliminted from most work because of the excessively
top heavy management structure.

I have not considered continuous form because by the time it
ie hande?d over tc Furi, I consider that the useful iife o <the
machinery will be over. Ten vears life on a 24 hour a day sched-
ule is enough for any machine to cope with.

Panca Pujibangun is a successiul unit and 1 feel should not
at this stage be integrated without a great deal of thought.

Management of AJP must be autonomous with the re-deploymant
of ©people no:t suited for the positions they now hold, and re-
Zucation of the management team selected.

In oraer that the business become successful, it is essen-
tial <+that a new management structure be installed, with a chzin
oI commend direct from the President Director. 1 feel it is =zalso
necessary that technical experts are asked to oversee <the new
system for an open-ended period, until management are trained and
ready to take over fully. This applies more so with marketing.
Unless the imputus is kept up in sales and marketing the new
system is also bound to fail. No business can survive without a
healthy turnover. 1f the bottom line is never achieved, failure

is certain.

On the other hand, 1 am sure that if the present market:ng
Directors remain unchanged the cycle will also remain unchanged,
because even the very basic strategies of marketing go unsp-
served.




Setai could continue its decline for a number of years.
Expert Paul-Heinz Broeder, DP/INS/88/009/11-64/J 12207 is correct
in his summary that it is more valuable sold in lots as museum
pieces. However, I would suggest that some items are set aside
for future use in a Surabayan museum.

Puri is & different proposition. With the correct manage-
ment, costing and estimating systems and of course marketing, the
future can be profitable. But the choice must be made to go
totally government or totally private, and a new factory is
imperative.

After six weeks in Surabaya, I managed to get a maintenance
buaget agreed with Mr. Hasril Haroun. This in effect meant that
the interim work which I started 3 weeks earlier could be contin-
ued to fruition.

In the early part of my contract I found it difficult to
meet the people necessary to complete my mission. However, with
the involvement of Mr. Ariono and later, Mr. Dinsbach, I managed
to see them. In most cases I was received with kindness and
consideration and all necessary information was readily given.

Expert 1:-54 zrrived cix weeke ahead of me in Surabaya. He
concentrated his efforts on the deployment of a new factory. Some
cf my time was therefore taken up with upgrading the factory and

schines wnilst concentrating on the work available in the mar-
kE=t. 1t soon became apparent that the sales force was insuffi-
: To maintzin the factories in work and 1 suggested that I
& saies and marketing team. ] also arranged with P.T. Panca
cangun that men be trained at their premis=s on machine and
amaking. Mr. Dinsbach agreed with me that it was not really
rzining in skills, but retraining in attitudee. At the time
ing. the second group of three are being trained.
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The course in Sales training began 9.5.90 with the first 13
Peorle.
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Introduction

In formulating this report I have to begin with the basic
fact as I saw them upon my arrival in Surabaya 14-3-1990.

The Puri factory had no work, therefore every machine was
idle and covered over with dust sheets. The workforce sat around
in small groups, some of them occupied with a little hand finish-
ing. Machines were dirty and/or rusty and in some instances there
was evidence of long-term decay. The factory was littered with
waste-paper, which because of its confidential nature was await-
ing an expiry date for disposal.

Setail on the other hand had a little work, three machines
were occupied, but it has to be stated that they were not busy.

Setail is housed in two small units about & mile apart and
using old and outdated technology. It toc had considerable signs
of decay.




I PROFITABILITY

The present profitability is calculated on a Jjob to Job
basis and not vear to Yvear.

1f each piece of work individually makes a profit, the unit
is assumed to be in profit. However, if the downtime in the
various departments is not either filled with other work or the
cost of that downtime spread over completed work there is in fact
no prelit.

Much of the work done is not transferred to cost sheet which
again gives a totally false impression as to the profitability of
AJ?.

To illustrate this, if we take what 1is virtually the only
job which Puri produces, job 9189003. Examination papers for
Ministry of Education. This one job forms the basis of the years
work for Puri. (See Annex 1).

It occupies the factory for one quarter a year, during which
+ime none of the workforce is allowed to leave. This situation
places a considerable burden upon the men and their families for
this =ime, and alsd upon the factory to provide an environment 1in
which <tne men can live, eat and sleep, as well as maintaining
proguction.

At face value there is a considerable profit. In some 1n-
stances estimates are two thiras higher than hours transferred to
cost sheets.

Estimated Actuai
Salaries 12,496,500 4,020,031
Machine 22,997,400 8,969, 086S
Overheagds 240,346,250 225,187,311
Commisission 131.619,454 119,429,045
Profit 49,711,411 99,565,686
Tax 48,105,841 48,106.714
A.J.Overnead 23,887,394 23,887,394
Invoice Value 529,164,250 529,164,250

On face value there has been a profit of ge,585,686 Rp. but
on examination of the cost sheets we find that some items are
missing.

1. Fixed Costs 17,500,000
2. Police 3,150,000
3. Snacks 1,406,250
4. Food 11,250,000
5. Living Aliowance 13,500,000

46,806,250




There is no packing charge and transport has been omitted.

Man hours were estimated at 12,000 but only 3648 were in-
voiced.

Machine hours wer-e estimated at 12,000 but only 4811 were
invoiced which illustrates that for each 12 hour shift paid,
calculated to use only 3 machines, arround 2 hours per shift was
charged to cost sheet. It can not be correct and must again
indicate a reduction in the actual profit margin.

The costing and estimating syvstem 1is therefore grossly
misleading, and must be revised at the earliest opportunity.

This is in fact more difficult than it sounds.

Ordinarily all assets of a business would be written off
over a short or long term and a renewal allowance added to each
hour on any particular cost centre using machinery, etc.

However because of the state of the market where too many
presses are competing for available work, no-one, it seems is in
a position to add the renewal premium. No machine is ever writ-
ten off and therefore always has a book value. It is a situation
which can not continue and must in the iong term iead to a kEuro-
pean method of estimating.




II ESTIMATING

I have been unable to ectablish how the present estimating
system is made up, anc what if any of the overheads are included
in it.

For example : Setail machines would ordinarily have been
written off some years ago, yvet clearly they are still an asset.
Land values would have increased ten fold since the systems
inception and most of Puri s machinery would have lost its book
value.

Exactly what has caused the down turn in the fortunes of
Puri and Setail is not clear, but appears to have happened about
5 or 6 years ago when the present estimating system was intro-
duced. A top heavy management structure consisting of 78 people
placed a considerable burden upon the Anekas, and in particular
Puri. To pay for the manazement a 62% Overhead Cost was added
which must have made Puri extremely uncompetitive. In addition,
with market forces dictating that only small profit margins could
be passed back to client, it rapidly became priced out of the
market.

The European method of recouping costs through cost centres
which are determined by the work involved, simply do not work
here, yet. This is because the competitors do not apply the same
rules and are at an advantage if you add a “"renewal of machinery”
loading to the various cost centres.

The situation comes to a head wnen machinery is worn out and
needs replacing, unless the necessary monies have been put aside.
They have not been built into the system.

In the case of Puri, machines have been allowed to aeterio-
rate prematurely through neglect of maintenance.

When & new plant is built it is imperative that a new est:-
mating system is introduced tn» recoup all necessary costs, and a
management structure which includes a quality control will ensure
the full life of a machine is achieved.

In Annexe 11 of Paul Broeders report 11-64 a basic costing
system has been outlined. The building blocks are there to form
the basis of a good costing and estimating scheme. This would
ordinarily be upgraded when necessary, taking into account the
local market forces.
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III WORK

It seems to have been taken for granted that a certain
amount of confidential local government work would find its way
int-= Puri. This would ordinarily be supplemented by private work.
Setail on the other hand, because of its size and capacity con-
tinued to pick up small, jobbing type wecrk on which to exist,
asainly from government offices.

Puri continued its decline over the years and lost 1its
quality, its reliability and could no longer compete with 1its
private sector competitors.

Machires have not beer. replaced with more modern ones with
which to compete, and fight -ff competitors.

The factory is not capable of quality work vet, which re-
flects on any marketing.

We have had an assurance that ministry work will once again
flow Puri's way in the near future. Whilst we are cement ing
relations again we must look towards a longer term future so that
the clients can rely on an efficient unit capable of dealing with
their every demanc.




IV OPTIONS

There are three opticns open to AJP.

The first option is tc close down the plants and to realise
all assets which would be returned to government purse.

All assets are clearly defined in the repert of the Printing
Expert Mr. Paul Broeder DP/INS5/88/009/11.64/J12207.

I raise this option for one purposc only. That is if it is
decided that theire is sufficient capacity and integrity 3in the
market to satisfy Governmental needs, without the continued
maintenance of a facility the size of Puri/Setail, it should be
closed.

However if it is decided to take option 2 it does require a
certain commitment.

The second option is similar to those operated elsewhere.
For instance, lozzl government in the U.K. send their printing to
the Central Printing Unit. It is they who assess it for confiaen-
tiality, difficulty and cost, and whether the work can be done
"in house’.

They cost the work for production by themselves and alsoc ask
or prices from the local market.

Las)

The wunit usually runs without the profit motive and there-
fore zims to break even. Tais allows overheads to be recouped and
a replacement of machinery percentage also to be adaded.

The benefits are many. The work is cheaper, thnerefore saving
ministry money. Confidentiality is guaranteed. East Java will
maintain a unit which will be modern and use the newest technolc-
gy in the search for even lower prices. The market is also kept
happy by the continual flow of work from the Central Printing
Unit to them. This option would require a decree giving the work
to the Unit, because at present there is no monopoly to ministry
work. Everyone is entitled to quote for work which is not confi-
dential. Puri 1is therefore in an unenviable position of being
required to accept sensitive work whilst having to ccmpete with
everyone for the rest.

The third option is to let Puri/Setail go P.T. and let them
sink or swim using the ability of a new management to create
market opportunities.

The "catch 22" situation is how does Puri survive in a very
competitive market whilst upgrading its equipment and also con-
templanting a move toc new premises.




V SALES

A Contributory element to todays plight is that the salesmen
are not looking for the right variety of work compatible with the
more profitable machines installed. Instead the norm appears to
be envelopes, certificates, forms and booklets. It is mostly
single colour but with the odd 2 and 4 colour job.

It would appear that the management team has little or no
knowledge of the printing process and have, through no fault of
their own been promoted intoc a position of incompetence, and
once tnere have lacked the knowliedge to rectify the situation and
tc motivate a work-force which for three quarters of <the year
stands idle. ’

t is clear that Puri has lost its way. When government work
is in house it is successful, but once this work is completed the
factory has no motivation and no sales and marketing force to
create market activity.

At this stage we must ask ourselves if it is necessary or in
faect zfeasible for East Java to maintain its own unit. Because a
factory with a capacity of 4.5 pillien Rp per year has managed
to procuce only 1,555,464,000 Rp.

uestions should have been asked as soon as sales started to
dip. As it was, the dip became a slide. The one saving grace was
a Job, which, because of the confidentiality element, was going
to go to Puri anvway.

The payment of 90 million ¥p in commission cut the profita-
bility considerably. See also Cnapter 1.

In addition the vast and seemingly bottomless purse of
ministry went tc the private secter and was accepted by Puri
Management.

A vigorous and work-hungry sales force would not have al-
lowed this to happen.

I have received assurance from ministries that work will
begin to flow again, and with the introduction of a sales and
marketing team in the near future to service clients in both
sectors, there is no reason to see a repetition of past events.
However, the long-term future of Puri depends upon the sales
force bpeing paid for the vital work that they do in the correct
manner, and that agreed commission and salaries are paid on time
and in the correct amounts.

If necessary the sales force could become a P.T.- a 1link
between Puri and the market. Self supporting and able to put work
out to the market if Puri is not able to print it.
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The advantages are that Puri will be filled with work and
would always take the lions share. They would not have to moti-
vate that sales force.

Sales and marketing go hand in hand.

Based upon the plant available and knowing the type of work
to fill those machines, marketing dictates the direction in which
sales is to operate.

At present both sales and marketing is haphazard’ Non-exist-
ent, Or not hitting the market at the right pitch.

The direction in whichk sales and marketing is to go, can be
determined only when the future of Puri is decided.

The three options are open.
In option one, no further participation will be necessary.

In option two, the sales force will concetrate on government
and ministry offices and be available for consultatiorn with their
clients each day if necessary. The natural spin-off is <hnat
because of the technology inside the factory it will attract
other scurces of work. Directories such as that produced by the
chamber of commerce and also gquality books and literature, calen-
dars, etc. will be a filler for spare machine capacity. That is
if the correct decisions on machinery and man management are
made. The sales force is still selling itself even though the
work is already promised. They are the link between customer and
factory. They in turn are chased to achieve target by the Market-
ing Director.

In option three, the proposition is slightly different
because the situation will change from day to day.

Firstly, as most machines are only capable of black and
white printing, that is the section of the market which must be
attacked. Ministry and business alike, with emphasis on fast
turnaround of work at a reasonable price and reasonable quality.
At first origination up to and including platemaking can be
bought in so as not to slow machine production. As turnover in-
crecases, newer and more sophisticated machinery will be pur-
chased. The aim is a higher and higher turnover, and with the
purchase of newer technology comes the wider market demands.

Option three will be a slow build up of factory and sales
and will take up to five years for the true potential of the
factory to be reached. It will also require constant monitoring.
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VI OPPOSITION

There appears to be a vast range of printing houses in
Surabaya from which to choose. From one man businesses printing
visiting cards, etc to units of 100 men capable of work to a very
high standard. There is alsc a large community of one machine,
small offset houses operating from peoples homes, and in small
shops on the main streets customers may obtain anything from
invoices to invitation cards to an acceptable quality.

When it comes to government werk. AJP must compete on equal
terms with everyone. An impossible task when we consider the
management structure which is the noose around its neck.

However, what private presses lack is the security and
sensitivity to print confidential government requirements, and to
limit AJP to confidential work as right is shortsighted in the
extreme. Havire set up the uait for ministry work, it must be
supported by al. ministries and government departments.

VII TRAINING

At present Puri has finished its rush on Government work,
which is really only one main piece of work.

It was an ideal opportunity for the factory tc be cleaned up
and essential maintenance to be done.

On Monday, April 2nd, 1990 with the agreement of Mr. Dinsb-
ach of P.T. Panca Pujibangun, a sister unit, three men were sent
for re-training or perhaps the word upgrading would be a better
term. This process has continued at intervals of three weeks or
so. Two men in the machine department and one in platemaking and
planning.

Monday, 2nd of April, 1990 also saw the introduction of a
weekly production meeting when factory improvements and machine
maintenance schedules wrre first implemented. On Saturday 21st
April it was agreed that a budget would be made available for the
continuation of this work, based on my memo to Mr. Haroun dated 14
April, 1990.

Floor improvements and white liming began after the first
meeting 2.3.90 and the floor was washed a week later.

It waes necessary to implement this factory improvement to
facilitate the flow of new work, and to get the men in a better
frame of rind, whilst awaiting a decision on the new factory.




VIII ANEKA JASA

The basic concept of Aneka Jasa was a very sound one at its
conception. But like any nationalised industry, Parkinsons Law
sets in and the work expands to fill the available time. Manage-
ment were moved sideways into trades which were totally alien to
their basic training. And some were promoted into incompetence.

Small elite units, capable of competing for the work avail-
able on equal terms with the local competition soon became white
elephants. Cumbersome, lacking in new investment with a manage-
ment structure of 78 people which does not include unit manage-
ment.

Financing the management was performed by simply adding 62%
“"Directions Costs™ across-the-board, which priced the units out
of the market.

In the near future Puri must be allowed to float free <from
the constraints of Aneka Jasa. The rejuvenation will not take
long once the strangle hold has been broken.

If the decision is made to support AJP from government then
the name should remein, but if it is not, and it goes “~commer-
cial” then a new, more virrant name must be found and marketed
accordingly.

IX THE FUTURE

Letterpress

From the outset I must say that the letterpress composing
room has no long-term future. However, for use in a transitional
period of say 2 years it is an acceptable alternative.

Setail composing room needs re-organisation. It is mostly
that materials are picked from job to job. This results in unnec-
essary work having to be done to clean up afterwards. Standards
are slack but can easily be improved by 1C0X%.

The letterpress machine room, which is for the main parc
dirty, maintains its machines because they were built with no
sophistication and any mechanic can effect a repair. The whole
uni. needs cleaning and things put back where they belong, a coat
of paint, and the whole thing could if necessary run for another
20 years. But not competitively. Maintenance is a priority. Paper
dust, dirt and grime are an accepted part of <the letterpress
process. kust 18 not and machines do nave to be oiied.




X PHOTOCOMPOSITION

Photocomposition is in an environment which is totally unac-
ceptable. It is at times open to humidity, dust and dirt. The
unit is underequipped and undertrained.

The camera department is in a worse pPlight. What equipment
there is, is dirty and in an unstabie environment. I am tolé that
the camera has been broken for the iast 5 vears. It has had to be
wired up to the contact frame for it to be used as a timing de-
vise. Film and chemicals are left to deteriorate in the heat. On
one occasion I saw a piece of film being developed for vowards of
a minute because the chemicals had depleted in the aliea condi-
tions.

Platemaking is primitive, the only useful piece of equipment
being the printing down frame. All used plates are open to abuse
because there is no sStorage system.

Any new technology needs a stable environment in which <zo
operate successfully. Film, paper and chemicals deteriorate at
high temperatures. They are made up of heat sensitive chemicals
which should be kept at a stable temperature for maximum working
life.

XI PRODUCTION

Machine and <finishing departmente are in an unacceptabile
condition. They are under-used and some macnines caked in dire.
Many should be discarded, as their useful life is at an end.

An odd situation exists where oid letterpress machines 80
years old still operate whilst newer offset machines stand idle.

Essential maintenance and clezning must be routine. not
waiting for a breakdown in order to effect a repair.

In the finishing department, valuable machinery has been
allowed to spoil.
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X111 MANAGEMENT

In answer to the question that 1 posed earlier. Given the
correct guidance, AJP could soon be in profit.

Firtly a manageuent structure - let s say a chain of command
has to be instigated, with quite specific duties which in some
places overlap.

Director General

Marketing Janager Works Manager
Secretary Production Control
Salesmen Quality Control
Estimating Artroom
PurcLasing Camera
invoicing kead:ng Lept
Collecting Procfing
S:orLs Platemaking

Machines
Finishing
PackinL
Delivery

Engineer




Marketing is responsible for the direction in which the unit
is to go.

The Marketing Manager will :

1. Identify the strengths of the unit.

2. lIdentify the demand in the marketplace.

3. Present himself to high management in Ministry and / or
Private businesses

4. Be responsible for the training of the sales force. Using
saies situations he will act out a sales technigue portray-
ing
a) a bad client. b) a customer needing persuasion.
c) technical speci:‘ications, etc.

5. Be responsible fc.  maintaining a mailing list of customers,
and would-be customers, sending greeting cards on occasions
and also advertising literature when necessary.

Production control under the guidance of the Works Manager
will maintain tihne levels of work necessary to fill production
departments, and advise sales of weaknesses in the factory due to
filled capacity and vise versa. Planning weeks anead when re-
quired so that sales may advise their clients of any anticipated
delay or problem. Production Control together with Quality Con-
trol will channel the work through the factory in a smooth,
efficient manner. That is to say, in job order whenever possibie,
but rush order if advised so by Sales

We were informed by Secretary Mr. Soeprapto that the print-
ing budget for East Java Government is approximately 22 billion
Rp. and that sensitive, confidential work would auzomatically be
sent to Puri. However, I would prefer to think that Puri were the
automatic choice for each job because it had its estimating
system rignt, and that price and quality made it an "automazic
choice’ .
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XTIl MARKETING

During the time spent in Surabaya I have visited Ministry
Departments, Banks, Private Businesses and local suppliers. 1
have also seen many other presses. My local Counterpart Mr.
Bambang Irawan accompanied me on some of these visits.

Our discussion included all aspects of Marketing Puri from
the practical angle. They included :

Marketing Puri

Customer Relations

Szlesmen

Sales Targets

Production Capacities in relation to sales
Sales Training

Mailing Lists

Ministry Work

. . .

D3N WHN -

1. The Marketing Manager is the face of the company that the
market sees. HHe is as it were, the thermometer that takes the
temperature of the market. He sees the clients on a regular
bpasie, Ministries, Banks and important clients. He is not sell-
ing. He is paving the way for bhis sales team to go in at a lower
level. Mailing shots have to be produced anc sent at intervals
when the sales team need a hand in meeting their targets. and the
factory wants work. Greeting cards sent at the appropriate time
make the client happy because they are well thought cf.

2. Customer HKkeliations 1is keeping every one happy. Making <he
client <think that he is the only person that matters. Inviting
him tc visit the factory. Buy him the occasional lunch., etc.

3. At present Puri has one salesman. This is clearly not enougn.
As the factory is at a standstill for most of the time, the only
remedy is to saturate the Market with peoplie 1looking for the
available work. T have visited other units which have full order
books. It is a purely a Puri problem.

4. Firstly the target fo. the whole sales team must be estab-
lished. This is arrived at by calculating the units <Irue over-
head: Rents, Salaries, Value of machines, and profits, etc, etc,
and projecting that into a target of total production needed to
fill the available capacity. Tnis is now divided between the
sales force, and an individual weekly, monthly and yearly target
allocated.

5. Production capacity is calculated on the number of hours any
particular machine is available in any one day.
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6. Sales training must be undertaken by the Marketing Director.
Firstly he will train the salesmen in the arts of printing and
what technical terms are needed.

7. A mailing 1list is being prepared. This has already been
covered in item 1.

8. Ministry Work. 1 have discussed with Bambang Irawan the
importance of Ministry work, with emphasis on the less confiden-
tial printing which is available to everyone. We have agreed that
one representative should be allocated to the Ministry.

9. Sales could also learn simply by going arround a Supermarket
to examine the packaging regularly consumed by local producers.
Macaroni, Rice, etc. This 1 have done on several occasions,
either simply out walking or on my fact finding Jjourneys.

Market demand for printed matter is high. In some instances
it is for an extremely good quality and both printing and finish-
ing -can be compared favourably with Europe. The Nestle factory,
for instance, use high quality boxes for their baby milk, drinks
and also infant food boxes, etc. They are either ©produced in
Jakarta or ir Surabaya using non-toxic inks and then varnisning
on a duplex board produced locally. Other packaging includes
facial tissues, feminine towels and other pharmaceutical
products, take away and pre-packaged foods, cake and Dbiscuits,
machine parts, etc. The range is in fact as wide as it is in
Europe.

Printing for business includes the usual invoice sets 3Ior
all elements, forms for banks and insurance companies, menus for
hotel and restaurant. A growing market for pusiness anéc Min-
nistry is that of continuous stationery.

The demand from Ministry and local government is kigh. The
work is varied in its compiexity and its confidentialicy.

In the section headed "Marketing” stated that secretary Mr.
Soeprapto indicated a budget of 22 billion Rp.

On cioser examination of documents that 1 was able to obtain
from his department it is clear that the budget is considerably
more than that figure. Possibly as high as 68 billion Rp (which
may include some office equipment). This figure is revised up-
wards by approximately 10% each year.
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The tax department, headed by Mr. Djatmiko has an even
larger budget. He indicated 136 billion Rp.

In Marketing Puri the first consideration has to be the
capability of the factory to produce the work.

Since my arrival very little work has been produced, and
from information gained from the engineer 1 have discovered that
due to wear and tear on essential registration equipment only one
machine 1i1s capable of process work. The Parva. This in effect
rules out a very lucrative part of the market, the more presti-
geous end. At least for the time being.

With this in mind I have sought to identify sources of
black and white and non process colour work.

The meain target has been the Minisiries, with emphasis on
long-run single colour printing, to get the machinery moving
again and to start a cash-flow situation once more. And also to
motivate staff.

Commercial work demands a variety of printing and finishing
equipment, only some ¢ wnich Puri nas. The more specialised work
is therefore outside Furi capability.

The peckaging 3industry consumes millions of cartons each
year. Without bex Zorming cut and crease machines it is non
srocductive tc sesarch sut this kind of work. The decision whetner
new 1nvestment is made at a Zuture aate must be left until ZIirm,
iong tern crders are placed and contracts signed.

uporn present capability at Puri, work can be catege-
icllowing manner.

1. Letterheadings, visiting cards, black and wnite forms up to a
maximum size of Al.

Envelopes of various sizes.

Certificates (non registration) 2/3 colours.
Book work.

Process on Parva only.

Simple box forming (non register).
Magazines, Brochures, Folders, Menus.
Limited cut and crease.

.

DM dh W




XIV COMPETITION

There are approximately 400 printing presses in Surabaya

alone. They may be classified in the following categories :

1.

First Class. Ten.

Employing up to 100 men and capable of printing to European
standards. Two presses print for themselves-Cigarette, pack-
etc. etc.

Second Class. Forty.

Employing 20 or more men with the machinery tc print process
work but printing mainly black and white.

Pur: is one of these.

Third Class. One hundred and fifcy.
Employing 5 to 10 people capable of nanly jobbing work.

Fourth Class. Two hunared.
One-man units printing mainly from home.
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XV DEMAND

The loczl demand for printing falls into three categories.

1. Quality. 5 - star hotels use only quality as do banks, fi-
nance houses and larger businesses.

2. Process four colour where price is the criteria.

3. Black and white or two colour jobbing work, which is again
price oriented. Magazine and newsprint.

From 11875 until 1987 there was a decline in the demand for
new printing machines in Indonesia.

The last three years has seen a rapid and uncharacteristic
reversal in that demand. From GTO size (A3) and above. This woulcd
suggest that the market has moved into a higher gear to accommo-
date print consumption.

The Pr

inting World is a barometer, wnich is extremely sensi-
tive to merket £

Juctuations.

Despite the need for new printing equipment, it would seem
that specielist machinery such as box-forming, exercise DOOk
machines, etc. has levellied out. This sector already expor:is its
surplus to Australia, Middle East, and Iran.

&ny iadezs cof expor:iing Puri work must be shelved until it carn
be proven <That it can provide a consistent high quality in e
reazsonable time. With the present equipment and not anticipating
specielising in any particular direction, Puri must aim to pro-
duce hignh gquality process work for the Middie East where a2 huge
market lies untapped. At present it would be prematire <tTo0 S=ek
outsiae work.

@uality coated paper obtained locally, is not of a hnigh
enough calipre to attract overseas clients. Paper coating 1is
"dusty" and causes problems on the machine.

Paper sizes too cause problems. This is due to trhe machinery
being produced in different areas.

Printing machines from Europe are standardised to the IS0
sizes using the International A and A0 sizes. Paper making ma-
chinery is from East Germany and therefore paper is manufactured
to another size. This causes problems of either wastage or no
available room for colour control strips which are essential for
top quality colour work.




pA'A PAPER MAKING FACILITIES IN EAST JAVA

There are two paper-making factories in East Java. Each with
a capacity of approximatelyv 220.000 tonnes a vyear. They are
Cheria Cames and the factory which I visited at Leces about 150
Km from Surabayva, : P.T."Kertas Leces” (persero).

Most of the material used is grown locally with a little
short grain being obtained from overseas.

iLeces employs 3000 people in three shifts and produces <tis-
sues and serviettes for the local market under brand nares. In
addition a range of papers and cards is produced for local con-
sumption (70%) and export to Iran (30%).

Tnere are five machines. Four from East Germany and one
newer machine from France.

Machine 1. 30 tonnes per day. 2.4 metres wide.
producing 50 gsm woodfree

Machine 2. ES tonnes per day. 2.4 metres wide.
procduzing Brief Card, Manillia and drawing
paper 150 gsm - 250 gsm.

Machine 3. 200 tonnes per day. 5.4 metres wide.

{¥rench) producing Writing and Bond paper and also the
base paper fo- Art Paper, which can be zcezed
at 60 tonnes per day.

Machine 4. 40 tonnes per day. 2.4 metres wide.
producing tissue 13 gsm and boxing on-line.

Machine 5. 300 tonnes per day. 6.4 metres wide.
producing newsprint.

The factory manufactures either rolls or sheets of paper roughly
in a 40% - 60% ratio, and keeps one months stock of papers and
two months stock of newsprint.

There is also a Will exercise book machine producing 300,000
books per day for the local market ( again 70% ) and Australia,
Iran (30%).

The quality of the papers can be described as “"adequate” but
some improvement could be made in the guality of the coated stock
produced. There is considerable show-through and the surface 1is
dusty with insufficient depth of coating.




There is alsc no variety in the thickness being orly 85 gsm and
20 gsm paper from which to chose.

P.T. Kertas Leces (rersero) would like to make some co-
operation deal with Aneka Jasa at a future stage. This 1 would
suggest could be purely a marketing of lines already procduced at
Leces, but under a different name. Simply adding a mark-up &t
point of sale.

SHEETING.

There are numerous sheeting factories which obtain reels of
paper from <the mills and cut to the required sizes for 1locel
consumption. Asa Jaya dan U.D. kakum sheet newsprint and casing
paper. Their customers are Surabayan and each unit consume 4000
tonnes in a year. Because there is no mechanised means of paper
movement, wastage due to damaged ends of reels is excessively
high.

U.D. Ralum rent their propertv from Aneka Usana and is
situated to the rear of the leather factory.

I was uneble to view P.T. Kertas Leces (perserc) because <o
@ management meeting but was able to obtain information Zfrom
**2ir Marketing Director Drs. A. Latief. He was unable to give
me & turnover figure for the year. Because o0f numicity. Paper is
sutject to considerable stretch when in production. For tiack and
white work this is not so much a problem. But for é4-colour proc-
ess work it becomes a critical factor. Some presses nang zInheir

pPaper, in e manner similar to hanging meat to dry. However any
new facility must have air conditioning and paper &eallowec =<oC
stabilise a few days before use.

There are at least two Zurther mills in Jakar:a.

P.T. Suparma produce craft papers, duplex board, etc. The
standards are not particularly high.

On the other hand, the materials from P.T. Pinolo Deli Pulp
and Paper Mills are to an extremely high quality. Their cast
coated papers and boards are as fine as I have seen anywhere, and
the presentation of their samples leaves nothing to be desired.
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XVII COMPANY IMAGE

if it is decided that AJP is to go private then there is no
alternative but to change the name to give a new image. To date
Puri does not market itself and has lost whatever image it had.
At present it is not synonymous with quality or. service. In fact
quite the reverse is true.

The police department complained about the quality of <the
finished product whilst at the same time praising the represenca-
tive. And partly due to bad work produced for Puri by someone
else, very little is now received from the tax department. I am
sure that situation will reverse itself since my visit, but we
must be vigilant.

Until there is substantial re-investment the image of Puri
will remain in the black and white business-form type work. This
is simply because that is all the machinery is capable of at
present. Only one machine is able to produce process 4-cclour
work.

However, there are many ways in which to polisnh a companies

zasz2e.

The paper mill at Leces is interested in opering relations
with uri.

1f Puri promote a facial tissue which its sales Zorce vigor-
ously merkets for instance, it is simply & matter ci gathering-:in
& handling charge. The same process can also pe perzormec with

exercise books, telex rolls, cut papers, etc.

L similar arrangement can be made so that colour work and
continuous form., etc. be printed for Puri on a comzission basis -
providing customer confidentiality is maintained. This will Egive
a breathing cpace for the new facility to be built so that most
business can be performed "in house”.
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XVII1 MACHINERY FOR NEW FATTORY

'\.With reference toO Ppaul Broeder's report (11-%4).}

New machinery purchased for the proposed Unit must reflect
the decision to choose options 2 or 3.

As previously stated. in my opinion continuous form which
becomes available in five years time will be obsolete by then.

I firmly believe that continuous form should be a part of
option 2 or 3. But a completely new machine and men trained by
the makers. The Ministry of Education are moving towards comput-
erisation and will require large amounts in the future. Bankine
is also a huge and untapped market.

A factory the size of that suggested can not be supported by
s0 few machines.

Four, two and single colour machines SRAI size should be
aimed for, and only if option two is chosen should smaller ma-
chines be purchased.

In adcition laminating, stamping and cut ancd crease machines
are very necessary. 1In the finishing department snr-ink wrapping
will eliminate wasted time and materials, and add a professional
finish to all packaging.

Ministry work is mainly black and white long run ancd can be
produced right now on existing machinery, once that machinery has
been maintained to good order.

However, in the long term new and high speed machines have
to be purchased, with a specific intention of wuse: Continuous
form for computer stationery; Web for long run work and various
sizes of offset for the general type of work.

The final choice of machines must be taken when option 2 or
3 is chosen.

The machinery that I have chosen for the new facility is
based on option two, i.e. Ministry work. For option three, 1
would simply drop any idea of small offset. That work would be
farmed out because it is not profitable in the 1long term to
maintain that facility.
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XIX MARKET DEMAND FOR PRINTED PAPER

500.000 tonnes of paper are used for printing in East Java
each vear. The vas:t majority of this is black and white rinting
with little or no sophistication. Newprint is used for many
purposes including magazines, »illbooks, invoices, etc. and bond
paper for office stationery, letterheadings. etc.

Art paper 1is used mainly for magazine covers and for
"glossy” type work where there is at least some process. This
accounts for 44,000 tonnes.

Quality work it appeare comes from the top ten presses and
from th:s one man businesses producing weading invitations, etc.
for the very wealthy. Each is capable of design and production to
& high degree of quality.

Most of the Ministry budget of 68 billion Rp. and the tax
department budget of 136 billion Rp is spent on black and white,
and unsophisticated work. However if the Government press had
this kind of sophistication, it would be used to the full.

Base2 upon the data that 1 have been able to collec:, I
would make a guestimate of around 800 billion Kp goes into <the
pockets of the top presses (30 or so) from the commercial sector
of Surabaya.

17.900 million sheets of paper are used plus Dboards and
cover materials some of which comes from Jakar:a.




- 28 -

XX  PROPOSED NEW PRINTING PLANT

There is nc doubt that when the new plant is built it should
either be wnolly government supported or allowed tc flioat free.

The assurance of government work alone would guarantee the
success o0f the plant for all time. It would in turn lead to
continual upgrading in technoiogy and would be the envy of all
cther units.

Allowed to float free, it would, with a vigorous sales
force, corner its full share of the market, providing the correct
blend of machinery has been selected.

The ministrv budget this year is 68 billion Xp. At present
less than eight tenths of one percent is recieved by Pur:i.

The commercial budget for printing in Surabaya aione is in
excess of 800 billion Rp. but some of this budget aiso requires
extra finishing such as box forming, continuous form, etc.

Printing is one of the most successful industriesin Indonesia
renind Pnarmaceuticals ang Hotels, ana providing the rignt cnoices
are made a:t the siart, success is assured.

Tne <c=specific advantages of a2 wholly owned Government plant
are 25 ifcliows.

i. Government has a specific need for security and czorfigenti-
elity. It can not be Zound in the commerc-al worlic. At
presentc ri staff are locked into the faztzry for zhree

ponths at & time for the Ministry oZ Egucation examination
papers. Yet, no continuation of their work :s guaranteec.
because cf the existing decree.

z. Provicding a new decree is given, the factory wili be full of
work eall year. The guarantee is necessary tc be absoliutely
certei that the work is channeled through to give maximum
throughput and efficiency.

3. The commercial market will be kept busy with the overflow of
work which can not be printed by Puri. As previously stated,
it 1is impossible for any printer to carry every piece of
equipment to perform all necessary runctions. It would be
tT00 expensive to equip the factory.

4. Puri will become totally self-supporting. Not having to cut
its margins to compete with the commercial market.
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In turn that profit is turned into more new tecnnology wnich
in turn leads to cheaper prices for the client and a better
product as a result.

short-
Price

Ministries will save money in the long term. It is
sighted to always look for the cheapest possibile
whilst watching a facility such as Puri fail. Instead, Puri
must be supported so that it can gain a foothold in a tech-
nological future. For the sake of the Indonesian people.

The continued re-investment will have the spin-off of re
training staff as new machines come in house. Technicians
installing machinery are better egquipped to train staff on’
new machinery than any school. The quality controlier will
also ensure an in-depth training of staff so that holidays
and illness are covered.

Long term planning can be started with a projection for the
future of 5 and 10 years, and machinery ordered well 1in
advance for future re-development based upor work which 1is
guaranteed to come. Materizls can be ordered in advance
saving in time and money because of bulk ordering.

Management will be trained either in-house or by attanding
regular management training sessions. Puri can be specific
in its needs of re-trzining, hignhlighting its weaknesses 1in
its structure.

Ministry work will be planned from year to year anc not from
job to job. Projections can be made according <c WZoTE  in-
nouse and deliveries made in time and in good guality. £Lll
customers will be kept happy by an efficient, welli-trained
sales force.

The disadvantage :
Must be supported by decree.

Option 3°s advantages are again quite specific. A whole new
is opened up for a factory capable of producing quality

work at a fast pace and on time. A slightly different mix of
machines would be made, i.e. no small machines because they
encourage small jobs. These would be farmed out by the production
office.

1.

Advantages :

Quality work could be sought which would attract new clients
when it gets seen in the market. This attracts such people
as Hotels, Banks, Large business. The product markets the
press for us.




Ministry work would also be sought by the representatives.
With new, fast machines and with a correct pricing policy
AJP would be more than competitive.

With new machines which are reliable for quaiity and produc-
tion specific clients can be targeted such as “Monde™ the
cake and biscuit manufacturer. Their present boxes can be
improved to eliminate the use of DSA to seal then when full.
This would be a strong selling point. The new machinery
envisaged includes cut and crease. Nestle would also fall
into “he capability °f the new facility.

Continuous stationery is a big, untapped market. Again, if
the pricing policy is correct the market is open-

There are & number of magazines which are soid as glossy,
but because of budget are not as glossy as tney should be.
This could be brought under the umbrella of AJP. Garuda,
Indonesia is one.

Calendars are a huge market, which stretch to all year round
production, as do seasonal greeting cards, etc. Once that
area nas been broken into, the potential is endless.

Directories which repeat from year to year would fit into
the capability of both phototypesetting and printing and
finisting. Only updating is necessary from year to year.

The market strategy would be fast turn-arouné of black and
white work and quality wnere it is necessary for prestige
cliencs.

Disaavantage.

The government would lose its only facility Zfor confiden-
tial-type work. In order to succeed, it would bpe absolutely
necessary to find a new identity in order to lose the AJP
millstone around its neck. This step must be taken before
the new facility has left the drawing board stage.

The location of the building is of vital impor:ance.

During the planning stages of any new structure, the specif-

ic requirements cf that business must be considered.

Printing is unique in more than one respect. because of the

very nature of paper itself it is important that it be kept
stable. T takes in and gives off water.
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1t is affected by neat and sunlight. The lifetime of £ilm
and chemicals is greatly reduced by excessive working tempera-
tures.

It is with that ir mind that I recommencé moving it from city

limits and giving easier access to delivery vehicles. I would
prefer also & higher, cooler location but that is of secondary
importance.

A factorv the size of that proposed would be prohibitive in
that it coulé not be supported by so few machines. I have out-
lined my plar for a new facility and 1 have based it on a capaci-
ty 1% billior Rp. but with a bottom line of around 60X capacity.

Office and storage areas will have to be air conditioned.
Controlled thermostatically to conserve electricity. Over capaci-
ty of A.C. car be used to limit the heet inside the factory.

At present paper is hung in small amounts to stabilise it
before printing. In adéition it may be pessed through the machine
once before printing 4-colour process.

I have redrawn the factory based upon new information relat-
ing to locezion of the site, which is now known to be 1in the
ineustrial area of Surapaya and is already owned by the Anekas so
there is nc purchase cost. It has easy access for deliveries.
/See Annex 2 for plans and proposed layout).

Machinery is pasea on option 2.

The new design is one storey, anc once tne snell 1s Dbuil
21! internzl walls, with the exeption £ toilet’s, are prefabr
cared and czr be eas:}ly relocated. 0OZfice areas zre kept tTo a
minLimum.

-
-
~

Basic coas:iructior 2660 sguare meires. 399.00C.000
brefabricated Sections 280 metre run. 17.000.000
Parking 2€5 square metres and drives. 9,275.000
Fences. 1€.800.000
No land charges. Nil
Architect. 15,000,000
451,075,000

The grezstest financial outlay will be to equip the new
facility. 1 suggest that all printing machines be pought new. One
or two items :n finishing, such as stitchers and perfect binder,
etc. can be re-conditioned and re-used.
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The sale of old machinery would realise 1,148,000.00C Rp.
to be re-invested in new machinery. (See report of Paul-Heinz
Broeder -11-64).

The marke:sing strategy will be high volume work. Mainly

lack and white, but with facility for quality process work too.

The sheer volume of work entering the factory will push existing
work out faster.

The Sales and Marketing force would consist of two teams of
3 salespeople and a Marketing Director.

The targe: for each team will be 5,100,000.000 Rp. each
year.

The Marketing Director would be responsible for
2,000,000,000 Ep. and 2,000,000,000 would come £from clients
direct to the company. Mail shots would help to create market
interest, using the new facility as the focus of advertising.

Puri‘s aim must be to take the middle ground. Aiming for the
volume work from either ministry alone (if supported by govern-
ment) or ministry and private.

New machinery to process this work is necessary because cf
the state of the present plant.

A list of requirments folows :

Art Departmont

Three light boxes, tables, drawers. + 3 in 2 years
D'nno Q_o:me coobins

Linotronic 200 p + 1 extra board
Headliner

Negative assemblv.

Three light tables. + 3 in 2 years
Dark Room.

Film Processor

Camera
Contact Frames (2)
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Platemaking.

Printing Down Frame
Plate Processor

Proofing Department
Proofing Press
Mackine Departmeni.

GTO

GTP

TOK

SORZ + 1 1in 2 years

102V 4 - col. and 1 X2 - col.+ 1 in 2 years
Continuous stationery

Bobst SRAI

= DD b B
P4 P4 D¢ Dd Dd D4 ¢

¥a n j sh j ne depah:mnnr

Folding machines
Shrinkg --wrap
Laminator

2 X
1 X
1 X
2 X Guillotines

Existing equipmen: which is no lenger required, can be sold
on the market at the book value placed upon it by Paul-Heinz
Broeder, but it is necessary to make a clean start in the new
facility. Taking along too much old, out of acate =quipment would
be counter productive.
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XXI SALES AND MARKETING TRAINING

Based upon my advice given to the Vice Governor, 1in the
presence of Mr. Loeff and Mr. Narasimhen, and reference fax. No
€221 3105251. Sales and Marketing training began on 7th May,
1990.

Training was designed to take 5 weeks but because of delay
in selection, 1 was ieft with one or two days short. It was
divided into three main areas.

1. Product Training
2. Process Training
3. Sales Situation Training

Firstly I designed two forms (Annex 3). The first is a Daily Call
Sheet, which is filled in daily after each visit to a client. The instruction
was to visit a minimum of six clients in a day. At the end of the week
a sales meeting is held and the Call Sheet is given to the Marketing
Director, who is then aware of the potential or actual clients that his sales
staff are courting. And the representative's "strike rate” or what percentage
of customers actually make an order. The second sheet asks all pertinent
questions that the representative needs to ask in order te obtain all
necessary information to estimate a job.

Product training took the form of identifying all types of printing, and
the particular questions associated with it: to identify the types ard
weights of papers; the different processes necessary for completion of work,
i.e. Design, Artwork, Colour Separation, Camera, Plate-making, Printing and
Finishing, Imposicion, and different wmethods of binding.

Process training allowed following the progress of work through the
factory sc that the representatives were aware of the problems that could be
encountered at any stage of a job, and how to avoid those problems.

Sales Situation Training took the forwm of a customer/representative
confrontation and each acted out their respective roles. Going from new client
to existing client. Difficult to dissatisfied. Aloof to amerous. Every kind
of question was discussed in detail so as to arm the representatives ready for
their field-work.

We discussed the kind of machinery in Puri and the type of work
necessary to fill them, and the amount of work required to make Puri profitable.

At the end of the course recommendations were given about the future of
each candidate.
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xxI1 FINANCE FOR NEW FACTORY

The finance for the new facility itself does not appear o
be 2 big probler.

The land is already the property of the Anekas and it is
simply a matter of dearing the site and laying the foundation.

Because oIi the value of the present factory, it will be a
simple matter <%to take a Bridging Loan from the Bank. Setail,
although not belanging to Aneka Jasa is on a lease which does
have a saleable value.

I discussed the loan with Drs. R. Soedjalmo, Director of
Bank Pembangunar. Daerah Java Timur who explained that there would
be no problem for the loan. The normal rate is 19% to 21X per
vear payable in arrears.

I suggest that the agreement is verified by Aneka Jasa
solicitors before being entered into as it may have 1lost some
vital point in interpretation.

The finance for the machinery is quite different because of
the large amount of investment needed.

There will be surplus monies from the sale of the existing
machinery ana other assets and also from realising the value of
Puri and Setail. but that will not be enough for the purchase cf
all the necessary new equipment.

Other sources of new money must, therefore be sought.

At present Puri does not generate enough profit to repay
jarge bank loans, but that is not to say that the situation will
continue into <the new facility. In fact re-investment in the
future must be programmed into its costing system.

Phasing in of new equipment could take two or three years
providing that it is done in a correct manner, which will also
cushion the financial load that the factory must find. And with
fast and efficient plant helping to pay for the new investment in
machinery Puri would soon be on its feet.

Methods of obtaining the necessary finance include :

1. Realise some of the assets of Aneka Jasa. This method would
:nean that the new facility could start without the burden of
finding an extra 21% of any loan taken out. In addition, all
necessary new investment could be made at the beginning.




Seek new Government money. With the assurance of high re-
turns on new investment, it will be an attraction for East
Java to either run the plant at a profit for monies to be
seen to be going back to Government or st a break-even point
so that savings are made for the public at large.(see also
item 7).

Seek soft loans from friendly nations. Such soft loans are
rarely freely given, and usually involve some kind of recip-
rocal agreement. Usually paid back at half the bank rate and
over a 25 year period. This would mean that Puri wouid have
to get things right at the very beginning in order to re-
invest its profits into new machinery.

Seek joint venture with oversees business in the same indus-
try. This I would suggest would be difficult on two counts,
One, the profits generated may not be enough to satisfy the
two parties. Two, Puri, by involving an outside party has
lost its independence, and could no longer be regaraed as a
Government facility, and its confidentiality lost.

Seek a bank loan for the amount required. At the 21X inter-
est the repayment would be prohibitive. The profit margins
necessary for the repayments would certainly exclude Puri
from the private sector in the short term. However, Govern-
ment could support this transition period by continued and
certain use of the new facility.

Any loan would certainly mean using some of Aneka Jasa fixed
assets as collateral, with the risk of loss in tne event of
failure.

Puri should ask UNIDO for continued involvement of at least
two experts to oversee the commissioning of tne new facility
and the transitional period of new management systiems.

Seek Advice of ASEAN Development Bank or World Bank. Inter-
est could be high in the long term but should be investigat-
ed.

Seek help from commercial sections of Embassies located in
Surabaya or Jakarta. Would almost certainly lead to en-
quiries regarding Jjoint ventures, but may also 1lead to
offers of machinery.
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XXIII SALES FORECAST FOR 1990°'S

As previously stated, Ministry and Government printing 1is
estimated in excess of 200 billion Rp.

By the turn of the century it will be nearer 400 billion Rp.
at present rates of growth.

The work is mainly black and white, form type, but increas-
ingly continuous stationery.

Ministry work tends to be long run, and should therefore be
the main target of the Sales Force. Origination is simple and the
returns reasonable.

The demands of the commercial market fall into quite specif-
ic categories, of which a very large proportion falls outside the
expertise and machine capability of AJP. Nestle for instance have
a budget in excess of 50 billion Kp. each year. Their work 1is
mainly carton. 4-colour process using non-toxic inks and a var-
nishk in large volumes.

Turi nas one machine capabie of four colour process, whnich
can only print one colour at & time. This means that for Nestle
work it must pass through the machine 5 times before box forming.

Monde (cake and bicuits) is very similar to Nestle in the
type of work. Vclume not quite so high.

From this quality-type work the drop is guite significant to
single colour stationery, fcrm, invoice sets, etc. some of wnich
is reasonable guality, but mainly price oriented.
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TERMS OF BANK LOAN FROM BAPINDO
BANK PEMBANGUNAN INDONESIA

On Saturday 19th May, 1990, Mr.Scematono, Mr. LoeZf and
ryself went to BAPINDO to see branch manager Mr. Eddy Tongga
Tampubolion.

We explained that the purpose of the visit was <to discuss
the building of a new factory to house the Government Printing
facility, and that the intention was to use the present Puri
premises 2s collateral to use in order to obtain a bridging loan,
and to repay the loan once the new facility was complete. The
present one could ther be sold off.

The loan terms can be summed up as follow :

Usual loan facilities are 65% of the required amount. Howev-
er it was explained that that figure was negotiable accorcéing to
customer needs and assets.

18% Interest on investment loans.
19% interest of working capital loans.

Interest becomes payable 3 monthly in arrear on investment
loans and 1 monthly in arrear on working capital loans, but the
capital sum may be left for up to a year pbefore repayment, ac-
cording tc the agreed terms. We discussed the purchnase of new
machinery, but at that time I could not be specific in actual
cash terms because the suppliers had not informed me of machine
prices. .

It was agreed that a further meeting would be held around
May 25th / 26th when people from BAPINDO Head Office woulc be in
Surabayea.

We also discussed soft loan facilities from ASEAN Develiopment
Bank, which are approximately 55% that of the 18% discussed from
the bank. BAPINDO said that the ASEAN Bank was opering a branch
in Jakarta, which would help any future development plans. It was
agreed that this option would be discussed in greater detail when
necessary, and at UNIDO request. This option would also assist in
the rehabilitatior of the cther Anekas.
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ANEKA JASA PURI AND SETAIL

Lease value of Setail approx 25,000,000
Current value of Puri 5,500,000,000
Value of plant, Setail / Puri 1,600,000,000

7,125,000,000

Assets identified by report 11.64

NEW PREMISES

Cost of new Factory
Taxes, etc.
Interest on Loan

NEW MACHINERY NECESSARY

Bobst

Linotype L 200

Camera

Contact Frame

Platemaker

Light Tables (6)

Film Processor

Proofing Press

Speecmaster 4 colour
Speedmaster 2 colour (2)
Heidelberg SORZ (3)
Guillotine

Continucus Form

GTO (2)

Shrinkwrap

GTP

Folding Machine

450,000,000
10,800,000
90,000,000

550,000,000

400,000,000
100,000,000
23,567,000
25,000.000
18,000,000
60,000,000
13,000,000
23,000,000

2,250,000,000
, 600,000,000
1,515,000,000

125,000,000

2,500,000,000

800,000,000
400,000,000
400,000,000
125,000,000

10,337,567,000
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XXIV  SUGGESTED METHOD OF COST RECOVERY

Land - free issue - bu:t asset value of ......
Building CcoSt .....cciieinicocaiaanns
Projected lifetime evaluation over 16 years -
1 year pre-production followed by
15 years production .........cc-ccccacnaanens

Depreciation - straignt line 30 years
for building ......cc i

Depreciation other fixed assets over 10 years

Corporation Tax 35X .......ccc-ciccecennacenns
Source of finance Bank BAPINDO
Equity Share ......c.cececeececccccconnnnenns
Loan COmMposite ......ccceccceecacaccecnnnns
TOLAL @ oo eecooceconneaaasssenameessenns
Loan conditions - Interest Rate .............

Period of Grace to ease Debt Service Burden..

Total Initial Investment l1yr 2yr tozal
1. Land and site preparation .............-.
2. Buildings and Foundations ..............
3. Piant and Equipment .........cccccciaeen
4. Technology Transfer ....................
5. Expatriate Labour .............ccoceee-n-
6. Local Labour .......cccieececnencconnnnn
7. Inventory - Indirect consumables .......
8. Advertising / Marketing .......-......--

Total COBL .ovcvecvececcccacncesonannons

44
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MANNING (FACTORY)

Photocomposition
Art Department
Camera / Negative Assembly
Platemaking
Proofing
Pachine Room
Finiehing
Hand Finishing
Packing
Engineer
Storeman
Driver

TOTAL

MANNING (MANAGEMENT)

Director General
Works Manager

Quality Controller
Production Controller
Accountant

Marketing Director

TOTAL
MANNING <«SUPERVISORY)

Origination

Machine

Finishing / Dispatch
TOTAL

MANNING (SALES)

Secretary / Reception
TOTAL STAFF

Foreign Experts UNIDO / UNDP
2 years (minimum).

FHHH&@@HHO’(&)N

(¥}
o | ®

W

Funding 2
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PROJECTED _THROUGHPUT OF WORK.

The projected target of work going to through the factory
will be around the 30 billion Rp mark.

That figure is obtained by 2 snifts plus overtime. Each
shift is capable of producing 465,000 impressions or 325,500,000

impressions per year.

The above figures also leave room for additional overtime tTO
be worked if necessary.

The target for the unit is to handle most of the Ministry
budget of 600 billion Rp whilst also selling spare capacity ¢to
the commercial sector. Tne Tax Department budget of 136 billion
Rp could also come through the unit to the farmed out to other
presses and a percentage profit added for handling, etc. This
could mean a minimum turnover of around 200 Billion Rp.

Re-investment in a high-speed web printing press should bpe
anticipated within two years, and new technology in all depart-
ments encouraged.

With the introduction of a web press, the turnover could
quadruple overnight providing the necessary marketing has been
undertaken and contracts signed for long-term work. An additional
6 milliorn impressiones per week can be expected.
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-ss- KANTOR AGRARIA

ANNEX 2

Telp. Pimp. 26557. Stal 22921

SURABAYA

GAMBAR SITUASI

Jalar  Krembangan Barat No. 57
Nomor : 1137
Tanah sni terletak di
— Jalan ! ligagel
.— Kelurahan ¢ ligagel
— .Kec:amauu : Vonolromo
= Kotamadya : Surabaya
- : Java Timir

Propinsi

Perbandingan 1 :

/ FiL / 85

Pete werponding
X-2 /e-a

Gi¥B:R LIHAT DIBALIEIY:.

GAMBAR SITUASI INI KHUSUS UNTUK LAMPIRAN PERMOHONAN HAK

DAN TIDAK DAPAT DIANGGAP SEBAGAI TANDA BUKTIHAK.

Bilya Rp' JO, O}/D/J’J‘ - "0
Dafiar isian 307 No. /7 fﬂw‘f -J’G_

Tanggal, .%/- /2 - /?JJ_
KETERANGAN

: 10.125,- K°

Batas taosh ini sesusi dengsn

LuUAsS

pcnupiuk:kan yang diberikan olch Iman S}‘xkh:limi‘

A.n. WALIKOTAMADYA KEPALA DAERAH

‘g‘[‘_ly Q\KAT 11 SURABAYA

pilp Kantor Agraria
u.b. chnlaﬁé ksi Pendaltaran Fanab.

KANTOR i

(signed)
\.’ /

0 P
%, A %* SOEDJADI B.Sc
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PEMERINTAH EOTAMADYA DAERAH TINGKAT II SURABAYA

KANTOR AGRARIA /;i(/'i ]

L
Jalan Krembangan Barat No. 67 — Telp. Pimp. 265667. Staf 22921 4
SURARBRAYA

SURAT KETERANGAN PENDAFTARAN TANAH
(Pasal 34 Ayat (I) f.P.P. 10/ 1961)

Nomar : ﬂoﬁf'y‘ ’

Yang bertanda tangan dibawab ini, Kepala Kantor Agraria Kotamadya Surabaya menerangkan
dari peta-peta dan daftar-daftar Peadaftaran Tanah bahwa.

1. Sebidang tanal terletak di Propinsi : JAWA TIMUR
Kotamadva : SURABAYA Keamatan oic'roac

Kelurahan : YF—ml
Jalan D Nzerel
2. Peta Pendaftaran Surcbayt
Desa . bt Lembar : 23 Kotak : e -4
Seksi
3. Macam dan nomor bak : Tarchk Ponguoseny Negare (Belms BE-fpabchi v:r_:oniin¥ ¥6.93
' cise
t Hak Tan : . .
wb : 31 Descmier 1941 Nomeor : 1133

4. Menurut : Tamal : Tacggal
5. Dabulu tertulis atas nama :© 95007 VOEIOTEOSLP M ILTLICXT SGAATY. TS MAATIIIADTM™
Pesedudvkan ¢éi Dotavda. -

6. ' Surat Ukur

= ——— : Tanegal 2Z Desecbor 1€20 Nomor : <25
tambasinest: s s 7 -
7 Luasnya : 0 12.037 -7
B, Hal' hin-lain  : Pori23i 2arzn Penguzsazy Negore sesuzi Zzouoees Temzeidan

hReputli¥ I-doneciz Ne.3? ik 1¢7¢.

SURAT KETERANGAN PENDAFTARAN TANAH INI KHUSUS UNTUK LAMPIRAN PER-
MOHONAN HAK DAN TIDAK DAPAT DIANGGAP SEBAGAI TANDA BUKTI HAK.

9. Kctentuan khusus : Surat Keterangan Pendiftaran Tanab ini tidak boleh dipergunakan untuk mem-
boat perjanjian jual beli, hibah, tukar mepukar, penyeraban, pembebasan hipo-
thik atau credietverband. .

Biaya Rp. /009 - ¢
Daftar isian 307 No. /7775‘/‘9r -7

ZLQ0ECI

117}

Yara : Ir.Julizer Raheon aG.PD.inel:a
[Zimia Frop.Dcoti I Jatinm.
tlamzt sodlel Tarnd 18 Su-zieeyc.

iepcrluan : rermohonan hali.
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Pemesar

Alamat

Pesanan

Uraian

Uxuran

banan

jemis Cetakan

Mode! Fiim Kiise

Penjilidan ' penyelesaian :

Waktu Pengiriman

jumiah Pesanan

Catatan

- 60 -

P.D. ANEKA JASA DAN PERMESINAN

KARTU PESANAN

Tangga! :

ANNEX 3
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CUSTOMFRS LETTFR EXAMPLE

Date 0C 00 00 Estimate No 000

Dear Sir.
We thank vou for your engquiry and have pleasure in submiting
the foliowing estimate.

1. Descripticn Book

2. Contents 560 pages text and 4 pages
cover

3. Size 16.5 cm X 23.5 cm £inished

4. Materials 120 gsm mat white text

300 gsm deluxe white
2 sides cover

5. Method of Printing 4-colour offset process

€. Origination Typesetting and artwork by
Puri. Separations from film
already held by Puri

. Binding Laminate outer covers and
Perfect Bind

S. Quantity 00,000
e. livery 4 weeks after signed proof
i0. Price 00000 Rp.

We hope this estimate meets with your approval and await your
following instructions.

Yours faithfully

(Signed)

Mérvyn Crbft.

38






