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In this repost the following currency ¢xchange rates are used:
Values up (o Oct. 1978 US$I = Rp425

Values from Nov. 1978 1o Feb. 1983  US$1=Rp625
Values from Mar. 1983 to Feb. 1934 USS1 =Ry 1,000

When éalcu!atiﬁg new in\'eslmenl and others for financial analysis
USS1 =230
US$1 = Rp1,000







Major Data on Basuki Rachmat Mill

{current status vs. alier reriovation)

Tteni

A General

-1 Constiuétion work{Buildes
-2 Renovation workfExecuer
-3 Numbés of employses

_4

- Distance from Jakaria

Distance from Surabaya

B Statusof business

Annuat production

) An_'nua'l sales

Total preduciion cost
Profit aft. 1ax

Major sates teqr.

- Main products

Uait

5

ADt/y
1,000 Rply
1,000 Rpfy
1,000 Rpfy

C Status of production of main equipment

-2

Sell-made prlp

Recovery iate of

- ¢ooking liquor

Papa1 production
Daily bmdué!ion
Total efficiency
Pulp yizld

D Status of utilities

-1
)
-3
4
-5

Powet géneraling capacity
Powes consumplion
Stéam gererating ¢apacity
Steam consumplion
Wales consumplion

BD1-BKPjy

kW
MWhiy

tfd

t}d
m3fd

Curcent status

Afler renovation

19624Japan

1975fapan
73s
1,100
300

11,791
6788550
7,809,508
11334063
Surabaya, Semarang

Printing & wriling
Litho. paper

(8.862.6)
6516

Cusrent grades

Ha
763
950

99200
19,6704
3840
3086
14,2458

735
1,100
300

14,245
10,645,408
9,476,111
203,222
Surabaya, Semarang

Same as present plus
high added value papers

83,4260
00

Curreént
grades

448 313
850 800
950

New
grades

99200
245860
3340
311s
13,8623
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2.

lNTRODUCTfON

" Background and Circumstances of Investigation

1 n'coriipl iance with the request of the Goveramient 6f Japan who had réceived a réquest from
the Goveramient of Republic of Indonesia, the Japan Inteinational Cooperation Agency deter-
mined (6 dispaich an in\'éstiga:tion tearn to the Republic of Indonesia to evaluate the feasibility

- of the planl (pulp and paper) renovation project of Padalarang Polp and Paper Mill

(hereinafter called PP\i) and Basuki Rachmat Pulp and Paper Mill (hereinafter called BRPP).
The preliminary sufvey team, which had been dispalched prior 1o this investigation team,

séope of inv esngalion to be made and the preliminary survey téam and the lndoncs:an pariy
sngned an’ ag:eement on December 26, 1983

Bésed on lhe'said égieemém,'ihis investigation team conducted the field investigation dut-
ing the period of February 26 to March 27, 1984 and reviewed the iny eshgauon results in
detail. This wriling reports the investigation resulfs,

" Purpose of Iavestigation

The purpose of this invéstigation is 1o make a diagnosis of BRPP and PPM and (0 study the

feastblhly of renovaung the wo m:lls, as well as to prepare a renovalion piogram wilh the main
(argel set on the hlgher ef f' ctency of ploductlon and improv ement of the product quality.

3.

Scope of I'l'\\'esilig'ation‘

In ordét to a'ééé'miiliish'ihé pllrpose asdesmbed a'box'e'; ih_e investigation team confirmed the policy
of the Ministry of Industry, Indonesia, surveyed the métlﬁet'condilidns and investigated both mills

- on their operations, facilities and managémest practices. The investigation téam integiatedly
evaluated the investigation results from the technical and Ninancial viéwpaints.



CHAPTER 1 SUMMARY OF ‘FTHE RENOVYATION PLAN

1-1  Fufure Prospects

Basuki Rachmat Pulp and Paper Mill manufactures commodlly type 0!‘ pmmng and “ming paper: |
on an ;ntegraled basis from pu!p fo paper. S f
Hov. ever, iheu producuon scale is sma]l and lhe labor ptoducuvaty IS lo“ . The m:ll locauon has

a distance from the markets; “hl(.‘h is one of the dlsad\ranlag% held by the mill.

If the mill is to continue the 'opqation as it'is‘. it fnay be d’ir(‘cu‘h for ihe mill 1o c‘bnié out of :
the operauon in deficit. On the other harid, the mill has a'social commument 1o contribute toward
the development of the local area where the mill ls located and 1o stabilize the emplownenl n
the area as the only pulp and paper mill in this part of Ihc counlry '

Hence, the follom'ng measures are considered for lhe future 'de_veldpmém of the mill: -
a. Shifting of the products t6 more highly added value pioducts. ... . ;

b. The mill should proceed (o the integrated Operallon from papermaking 16 the secondary pro-
cessing of paper such as the makmg of notebooks as done alleady

IR I I R ITAN i

c.  Thé mill should establish the capablhl) of compeling with the foreign producis in the inter-
- nalional markel both in price and quality, whéfeby the export of paper should be encOuraged :

“In either case, the prime lmpoﬂance isto be placed on lhe réducuoh of pfdduclmn tbst of _
the current products and the récovéiy of prices. The buildup of the competing ability is ¢eitically ~
needed. In addition, it is necessary for the mill {o establish produbtion system ¢apable of
producing high added value products.

Glifis 147

As the basis of the consolidation of the mill ability, the accumulatlon of the I‘ngher le\ el
of lechnology and sllenglhemng of the marke(mg abalaly are Nery :mpmlant m parallel to
. the nmpm\ement and renovahon o!‘ lhe producllon facﬁulles,

In add:lton, the beuer uhhzauon of the pulp makmg eqmpmen( should be laken mlo €oR- .
sideration from the strategic viewpoint. : :



1-2 Basic Pohc) of Renmation Plan

(l)

O S

Problem mlh the presenl status

pntt

+ 12,000 (605 of printing and mmng papes, The mill has pulp producing facilities fof self-use,

aMowing integrated operalion from pulp (o paper. The ¢arnings of the mill até getting worse
in recent years sapidly as shown below.

1980 1983 1982 1983

- Profit & foss(Rp 1,000): + 721,160~ 53,105 - -502,642 - -1,574.93
~ Annual production (). * 12,873 12,702 - 12,595 . 11,787 . .

.. Increased pr,(x_ﬁn_cli{;h ¢ost due to the hike in oit price and the sluggish market price of paper

ar¢ the main reasons for the worsened earnings. Besides, the following matters are pointed

out as the problems peculiar to the milk:

a.  Due o the unstable qua!ny of the products the saleés prices are usually 10 to 20"o lower 1
than those of the similar products made by the other manufacturers.

b. The recovery 1ate of cooking chemicals at the pulp plant is as low as 66%, whichis |
an abnormal figure.

. The lo[al eff‘clency 0[ Ihe paper machme is euremeh low al 76 3‘"0

' The grades manul‘actured are Ium{ed lo pnmmg and \mung, “hlch isan unproﬁlable

)

item due to (he oxer-supply '

€. Generdlly speaking, the mill is well managed and controlled. However, further efforts - -
should be made towaid the infroduction of new techn:que on operahonal comtol for

the beuermenl of the m:ll managemem
L L

Measut‘es fér‘ improi‘ément

To cope with the problems as mentioned above, the following measures should be laken for. .
the betterment of profitability. However, it is thought that the change to the black account
will be aéhie\'able from the year of 199} (profit in the amount of Rp304,952,000) onwards.

“a. " lmprm en’ienl should be made so that L- \sood and N wood can beé cooked separately

“In addmon, all !he pr()cesses lhroughoui lhe mn!l should be more slabxhzcd
By all’ means, the quahly of producls should be s!abnhzed W hereb) the sales price is
1o be improved by 7¢%.
b. The chemicals recovery plant should be improved, aiming at the fecovery rate up to
90%%s from the present 66"0 Theseby, the variable ¢osts of pulp can be lowered (from

Rp306 to Rp2617kg). This measure will contribule, at the same time, (o the lowering
of contamination of thé effluént,

$-3



¢. The speed of the paper machine s to be inéteased l‘rOm thé present’ ‘feVel of 230 fo i

240m/min. up to 280m/min. The fofal e[l"cuency should also be uppcd from 76 5%
to 85%,, ‘

‘Thereby, the daily production should be raised from the present :MAI)HO 4SAD!
‘4. * Renovalion will be made to enable pamal production of spec:ally paper in the amoun[
of 2,400tons a year. : - :

(3) Educallon and (rammg

In other 16 achieve the feénovation plan ot efl‘e{*m ely, the fevel- u;} of opeta!mg ‘techni-
ques and managénient know-how are indispérisable in para!lel to the rénovation of equipment,

Under this reno\rallon ptan, education and Irammg ol' Ihe emp'O)ees abmad as Vu?u as at

~ the mill site by foreign techmcai e\porls are schedu!ed $0 as to lransfer ihé iéchnotogy in
e\ery possnb!c manner. S : L e ,

1-3  Equipmén( Renovation Plan
(1) Wood préﬁaralion

a. Inv es!men( Rp295 652 000

b. Two units of cblp snlo are addlllonaﬂy mslalled 50 lhal t\ \\ood and L—“ood <an be
“¢ooked separately. “hereby itis e\p-hled that pu!p quahly can be 1mpm\ed

() Pulp cooking -

a. favestment: Rp171,304,000

b. One addilional blow tank is instailed for separate cookmg of N and L-'.\ood Thus,
pulp quality can be improved.

(3) Washing
Investment: Rp337,826,000 _
b. The thiee washess are teptaced with new ones to inprove the chemual ré«nery rate.

Thus, the quahl) mll be much s!ab:hzed ard Ihe cosl of prodmuon mil be reduced.
Al lhe tame time the conlammallon of lhe el'l1uenl mll also be teduced

(4) Bleaching

a. ln\esm;neni‘ Rp28 696000 ) e
- b.  The number of shower pipes is inceeased to slablhze the quahly R

S-4



(3

%)

M

(8)

Stock preparation

:é._ lmeslmenl Rpi’H 913000

’[‘\\0 DDR are nEw ly ins{alled as lhc main mxestmenl to :mproxe the pulp quahly and
to increase the producuon

Pap¢ rmakir‘:g

a.  Investment:: - Rp2,053,478,000

~b.  Thefollowing renoval:ons are made to ;mpro»e ihe paper quahly. increase lhe prodm:-

_tion and to lmpm\e vanous el‘llcseucaes

0 Approach equnpmenl :enovauon

¢ Flow box replacémcat '
" Wire parl remodelling

Piéss part replacement
" Dralnage impfo’i‘e'mém

Reel lmprm Fement

¢ & 5 &

_Secuonal drivé system renovation
- & Cuiter replacement
. % . Windé¢r replacement

a. Investntent: 'Rp1,782,609,000
: !nstallaucn ofasu peicatender to 1mpr0\e ihe pa per quality and io ptoduce new grades
which will have higher prot‘lablhly

Rec'ove&y boiter

. a. In\e:slment. Rp86 957000

P Mmor renoy. ahon of the dust dnschargmg de\ ice for lhe electric pra.np:iator toimprove

" the cheémical recovery rate and to contribute to the pollution coalrol.

T PO SR FR

©)

Spare parls

a.  Investment: Rpl 004,348,000

For _ré'nozvaled equipmént: Rp230 415 000
For existing equipment: Rp773,913,000

S-5



1-4 Education and Tfaining |

T

Educal:on and Irammg of emptoyees to give lhem ablhty to sOhe vanous problems reiated 10
the managemeul and ¢onirol of the rru!l operahons aré sery :mﬁOriant in bal‘al!e! c the tenova-
tion of equipment. The following programs are planned: e St

(1) Education and (raining abroad | _ LR

a. Number 6f persons to be d:spatched 7 persons fdr a totai df 17 man- mom‘h
b Su'biec!s for educahon and lrammg A et

conlrol, Operatlon <control and market conlrol) el T

(2) Education and training in Indonesia

oaer lil 7 PRIFER 3

The Iraining of operalors on the super’éé!e_-ndet is to be carsied ouf at an _Jlndlc‘»h_e_sién paper
¢ompany, for example, at Gowa Paper Mill. (I3 personsx 2.5 nonths) . - . ...

(3) Education and training at the site of BRPP

In this reaovation plan the téchnical assistance is to be rendered by I‘orelgn le\hmcal éx-
peils. Those experls dispatched lo BRPP should make use of ev ery opporlumly to lransl‘er

the appropriate technology 16 the employees of BRPP. Incideatally, the numbéi of Toreign

technical engineess dispatched to BRPP is 7 persons with a total of: 17 man-month.
(4) Fducation and Ir:.?.il;ing pfégramé to be conlmued ', o

The following methods should be taken:

a. Opening of a course togive theem plm o0 lhe COMNOR sénsé of papermakmg as a \\hole '

b. By c!assn‘p ngthe emplo) ecs into sevéral ranks, an educallon soslem shou!d be eslabhthed
© - {o hold seviéral’ courses fof 1 reshmen groub leadets, supennlendent mlddle manage-
ment class, eté. cen SRR R I

¢.  Circle activities by jobsites and proposal systems should be introducéd and lhe 0}1‘

{on the job (raining) should be actively pussued

d. Establishment of overseas training system.



1-§ Tmplementation of Renovation Projecl

(n

)

a)

,,,,,

We reéémmeid that the dverall schée té seciite the profit consistently and to’ contribiite
to the developinent of the area, where the mill is localed, should be carried out, dividing
it into c.mrt lerm -middle-term and long-term plans.

a.

Shon !e:m p!an

Improvement items pointed out by the invéstigation team during the f'eld investigation

and any ntems that can be staried among the items descnbed in this report are put into
praclice; . ’

Mlddle-térm plan

T hl‘i renévauon project is lmplemented as a major pro;ect in the fourlh S-year plan
(1984 1988). The project is (o stari its work in 1985 and the whole work is 16 be com-
pleled in (wo years and two months.

Long-lelm plan o Ly

A new papec machiné is installed as a project the fifth $-year plan {1989 — 1993) depen-
ding on lhe snuairon of fund a\allabahly trend of the domestic market and results of
the m!ddlc-term plan. In order (o implement the plan, further study and review of the
plan will be required.

lmp!emenialién system o

a.

Pro;e\( lmp!emenlallon scheduie Cthe

A,

Smce this renovahon pro;ect is essenhall) a renovalion pro;ecl ‘of the’ existing plant,

) '\\e récommend that the control system that the plant possesses is fully utilized and at
‘ lhe kame Ilme. a renosat:(m prcuecl exéculion team is organized.

. ln o:der to complele lhss pmjul suuwfully, we recommend lhal BRPP n:cenes
: .assnstance of engmeers of a I‘omgn mnsul!an( o1 foreign papetmakmg compan). who

have e\penence in such !enovauon work as this project.

LI T T T O ST

_ “The pmjecl should be started in 1985, and should be comp!eled within a penod of ilwo

years and (wo monlhs

b. . The shutdown'of the paper machine for the renovation work is scheduled for 60 days.



(4) Total funds for investment

“a.  Total funds required for the implementation of the middlé-tei’m plan follow:

R‘pl'ooo=-
A . Equipment cost 6 840 578
B. Engincering fee 403,478 -
C. - Constriction work S 68‘!.565 o
D Operallon supemsnon : 18(_),570
E. Training fée 260,869
F. Ovérhead 340 409 .
G. Conlingency N 680834 o
. Total . 9,391,304
H. Interest during the construction - El,ﬁi’8'6i_',434_' .
I . Repayment 217,826
1 .- Initial working capitat 234,870 -
Grand total -~ ©UE,030,434°

b. Procurement of funds

Fquity : 30% Longterm loan: 70%

{The terms and conditions [or the 16an are not decided yet. ﬁe abose perceniages

are used provisionally for the purpose of ﬁnanﬂal calculgt;gms)

Fore;gncur _ Lo-.al cur.

gty = 3309'30'

Long:term loan o 1852114

Tofal funds B XA 3478260;

1-6 Financial Analysis and Economic Evaluation

(1)) Baisis for financial analysis

a. ' Conversion rate: *USSE=Rp1,000
USS1=Y230

b.  Fiscal year: Jan. 1o Dec.

Uml Rp l 000
Total
3 309 130
TN 308
ll 030434

c. Rate of achievement of renovation work: 1987 (50%), 1988 (80'3) _
1989 and therealter (100'.‘.}

d. Tolal funds invested and funds procutement

Equity 30%, Long-térm loan 70%

S8



TR S P Unit : - Rp 1,000
Foreign cur. Local ¢ur, Total

Equity L 3309130 3309,130
Long-term foan - 7,552,174 169,130 7,721,304

Total funds .- - CLSSAIT4 3,478,260 11,030,434
e. Interest rate for long-term loans B

Foreign:  12%

Local:  16%

(The terms and condmons for the toan are not decided yet. Theabove interest ratés are used
prous:onally l”or Ihe purpose of financial calcutations. Incidentally, the use of the provisional
f'gures mll not affect lhe ILR.R.O.IL substanua!ly )

After 2- -year grace penod repa)ment in ll) )ea:s 0n an even mstallment basns (once

& year). S R -
g Béprecialién : Machi}ie:y and equipment 10 years
Civil and building works ' 30 years
Vehicles 3 years
h. Cosporation tax
Peofit < Rp 10 milltion : 18%of profit
" Rp 10 million < Profit < Rp 40 miftion :  25% of profit

Rp 40 million < Profit, . . .. . : 35% of profit
" (2) Results of i nanc:al anahs;s

a. Prol’ t and [oss calculallon b)- )ears

As sho'an in the table at(ached the ac-.ounl in lhe red figure will continue until the
yeéar Q:l"_l?90, and the account \nll turn to the b_!ack in the year of 1991 and thereaflter.
For the time being, difficelt years will continue to exist for BRPP,

Theré will be a shortage of funds until 1988. The shortage of funds will dicappeat final-
!y in 1989 and thereaf(éi Untit then, the ssluauon will be serious for BRPP

- b. Pro[’t and toss break-e\ en point is shown in the table attached. The operaling ralio
to correSpond the break-¢ven poinl is now as high as 157%. After comp!euon of the
renosatmn work, this penenlage will come down to 97%%s. Although thisis an improve-
ment, Ihe sn(uaImn is tllll critical. As regards the exisling grades, the loss in sal‘es will
conunue 1o eusl even aﬁer the completion of the renovation work.



c. LR.R.O.L and the payout period will be 22.61% and 3.55 years respectively.

The Sensumty analysls is g,nen in the follomng tables

Plus or mings 5°‘n in the sellmg pnce

RS 20 48% e

LR.R.OL (%) . .- 1858 C 22561 2639 1o
Payout period (yr.) 4.05 385 . . .3
Plus or minus $%% n the tofal investment -

S 5% L Cas% T
LRROL(® . - 2393 _- g ﬁ‘zm R ‘-1'21“'47'_--'
Payout period {yr.} .- 7:: - '3.'405 : 3. SS 3 70"

The figures justify lhal the pmpcused iny eslmenl lS a \\onh\\hlle m\eslmenl

The follomng are the \anous mdexes calculatcd

. Afs. Tax Profit — to — Sales Revenue (%)

Net prof Caff. {ax .
Totalsales —~ X 100

- Bef. Tax Profit — lo - Investment (5’;) _
Net profil bef. fax.
Total im‘e-stm'en_l X ‘ Im_

- Debil Service Ratio

Depreciation + Interest piyable (fongterm) + Nel proﬁt alt. tax
Repayment of long-term loans + Intesest payable (long term loans)

Wel profit Net pf_oﬁ S Deblsemce
alt. tax agst. . - befl. taxapst.. - gatio . =
total sales investmeat : _
% T % e
1 (1987 oI5BT 29656
2 (1988) - ¢ =83 LS 1008
3 @98y - .. .38 oS3 1286
4 (19900 .. 07 06 0 - 1360
s (1991) 19 28 136.8
6 (1992). o 24 3 T 1434
7 (1993 . o290 431509
8. (1999) . -.34 . L0850 - 1596
9 (1998 . 39 , .58 . 1697
10 (1996) 44 65 o 18LS
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The ﬁnancial ability to repay the loans will be improved (0 a cerlain extent from the
year of 1988, However, the financial position will still be serious. The accumulation
of own equity will be difficult to do.

From the year of 19'91 the mill will get mlo lhe black figure. Still the profilabifity will
be at a low level.

(3) Econontic evaluation

a.

Basuki Rachmat \hli will be able to tumn to a black-ink ba!am:e from the year of 1951,
securing a l'auly sound financial position from that year onwards. Thus, the company
will become ableto conlnbute to the development of the area, where the mill is Iocaled
and lo scive as a sour(‘e of empTO) menl of the local res;denls '

_BRPP will expand sales of new producls which had not been manufaclu red dom&ucali)

and (helr techmcal capab:h(y will be much improved.

S-1
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Table 3-15:1 ' Bréak-even Point for Every Kind of Papér
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CHAPTER 2 SUMMARY OF INVESTIGATION RESULTS

2-1 Government Policy of Indonesia toward Pulp & Paper Industry
241 Policies Given 16 Pulp and 'paper' Industriés

(1 The Indonesian GOV emmen( selsa polrcy of comp!cung lhree major expansmn and nen in-
statlation pro;ecls m the fourth §- -year plan (1984 1938), sansl'ymg the domestic demand

for newsprint’ paper, kraft paper and kraft lmer as well as de\elopmg the paper mduslry
into an export oriented industry. |

(2} Theexisting ﬁaper mitls are stilt far from being compelilive in il_u: iniér’ﬁél'itihé!‘i‘ﬂérgel both
on the quality and cost, and these mills require protection by means of tariff and others.

 (3) For this reason, the Indonesian Govérnment (ék‘éﬁ measufes 10 encéurage oplimization and
ralwnal enlargement of the existing paper mills for the purposes of eslabhshmg the founda-
tion as an export industry as far as it |s possible,

2-1-2 Gene:al Policies loward Basukl Rachmat Pulp and Paper Mlll and Padalarang Pu?p and
Paper Mili

(1) The lndoﬁesia_n Governmeént has set the major poiicies as follows:

a) Optimization of produciion scale

b) Produclion of grades that the internationally compeume

¢) Effective use of domestic raw materials and import resfrictions

d) Activation and stabilization of employment as legioﬁal industyies

€) Switch to an e\porbonented industty -
1) Ramng of equipment efficiencies with lelalne!y small m\eslment ’
g) Change to an energy saving industry _

h) Ulitization of sevondhand equipment will be permissible

i)  Necessily for education of all the employces
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2-2  Markel

H

2-2—! Déma:r"\d "a'hcfl Supﬁly of Ph’pér in Indonesia (Governinent Statistics)

(l) Prdducuon 1mporl, expon and consumpuon

-_' ‘ Produc{lon iy Expo:lﬁmporl tly "~ Consumption
- Actual Capacify Expor( Impori tly  Kgfcapita
1982 329,688 5,200 306,955 631,483 4.20
1983 374379 505,000 10,706 267,105 630,778  4.10
119_84 Lo 616000 228,850 670,000 430

Q) Accordmg 1o the s!ahshcs of production, :mpor( expon and consumpnon of paper in !n- _
B donesna dunng the peno-d l'rom 1976 o 1583, printing and w nlmg papet ls in the status of -

ov et-suppl)- while lhe most palt of specially paper, and cigareite paper are dependen! upon _
1mporls '

!n addmon, the demand and supply forecast in lhe { uluré unti} the year of 19913 mdlcates
that the pnnlmg and writing paper will continue to be in the status of over-supply.

i—i-l Estimated Requirément of S;')ééiéily Paper

Of fi cral slallsltcs on mdmdual items of spevially paper are not avallable The investigation team.‘

' made the:r ov.n suney, geulng ml‘ormanon from private sources and so on. Demand esumate
Ihus ob[amed is showh in the table attached.

éelﬁlioﬂ of some p‘romisiﬂg grades for future production is to be made out of various grades
listed on the table.

'Ihe pnces of \ranous types of specialty paper are kept much higher than psinting and \umng'
papef owing lo lhe ian!‘f protecuon al a higher rate.
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223 BRPP Characteristics from Market Viewpoint

m

@

)

T)pes ol' producls '

- The enlue products manufaclured b)' BRPP aréinthe category of printing and w ntmg paper.
‘No dnstmcme products are’ l‘ound among thelr producls

: Home\er. the smtch of produchon lo speﬂahy paper ina !arge quanhly inv olves a greal
T k since the markel size is nol targe enough aﬂd BRPP tacks lhe facilitiés and éxpericnces
i the making of spécially paper.

Location -

'T'h(_:' p'rodiscts are sold in theé Surabaya district (70%). BRPP is apparently handicapped in

its location when cdmpar'ed wilh private paper mills.

Users

_ Piintiﬁg'aﬁd wriling papér sold by BRPP is for general use. No major users are found. BRPP

-~ has a notebook processing plant. The ratio of secondary processing should be raised in order

18

to put added value to the products. At the same time, efforis should be made to kave direct
cc'mﬁecliqns_ yvit_h_ ll_je end users. Such will be a clever selection to go ahead.

Producuon facnlmes and production cost

o a.,, _.Prmhng and w ntmg paper for general use is in over-supply as menlloned earlier. Pro-

)

ducllon fa(‘lhllh should be remodeiled $0 that Ihe milt will bexome ableto produce cer-
lam l)pes of specially paper.

b.  On'the other hand, ef forts should be miade to reduce the production cost for printing
and \\‘riling'paper for gene;al use in order 10 compete with other manufacierers.

B\aluauon ol‘ quality in the markel

The quahly of the products of BRPP is less evaluated in the market as compared with the
producls of the éompetitors. The markel price of BRPP products is cheaper by 10 10 23%%
lh_ari the pﬁce'gi\'er'; Lo the competitors® products. The price difference corcesponds (o about
Rp100 per ke.

Itis most urgenl thal the quality is stabilized and the pnce is raised Lo the level of the price
of the compemors

(The terms and conditions for the loan are not decided yet. The above interest rotes are used
provisionally for the purpose of financial calculations. Incidentally, the use of the provi-
sional figures will not affect the LR.R.O.L substantially.)



(6) New producuon items recommendable for the present - -~ - - . .. i

a. Asaresvlt of the sludy on lhe typés of speetally paper now |mpo;led mto lndtmesla
and in ¢onsidération of the niarket size, the degree of reno'.auon to bc gwen lo thé

- existing facilitiés and the fechnical fevel’ of lhé mlll thus far accumulated, we le(‘om-

" mend that the three items, namely, (fomputer paper (form paper), grease-proof paper 7 '
and base paper fOr lammauon s‘héuld be ehosen as ihe new grades to be produeed

b ';Allhough glassme paper is one of lhe promlsmg nlems, all oul renovauon of lhe €X-

isting faellmes will be reqmred for the producnon of lhls paper So, we mll drOp it
from the producuon items," : :

¢. Productlion of earbomzmg paper and onion skin paper is much more nsky :han the
producuon of glassme paper.

224 Market of the Three New Items 10 be Produced

a.

b.

.

Compuler paper

The dema.nd !‘Or mmputer paper in 1933 is esllmated at 3 600 tons The glomh raleis esumaled

- al 20%% per year.

The tariff iate is 70%, and the prévaiting price in the market is Rp1,7007kg.
Base paper {or laminalicn

The demand for lb:s xtem is eshmaled at 2 000 lons in i983 mlh gm\\lh rate of 9 $%%. The

" tariff rate is 70%%, and the pre\amng pnee in the 'ocal ma:ket ;s Rpl SOO/kg

Grease proof paper ‘
The demand for lhls paperis N!maled at l ‘100 tons in 1983 Tt-e grcmih ratc \\15] be about i%. .

The tariff rate is 70%, and the prevailing price in'thé loéal markel is Rpl 260/1-:3

S-18



2-3  Current Situation of Mill
{1) History

. BRPP was conslructed for production of pnntmg/v.mmg paped in a scale of 301/d out of
bamboo pulp based on Japanese reparations of Wostd War 11 and the plant slarted lhe opera-
tion in 1969.

e 19?6 ‘the papef ‘machine was renovated to increase thé produétion (l'rom 30t!d (o 451/d)

T Tand: al 1he sanie tinié e!eclroiyl i& facilities were ne\\ly instaltéd. The barboo resou tces became
shorl since about 1974, and 4t present about 90 of the ma!enals are pine and broadleaved
tr¢es.

(2) Location: Banyuwangi City, Easlern ja\'a
(3) Plant site area: SOha
(4} '_Actual sales amount:- - (19_83)
CPaper:  10,431tons/y ,

Notebooks:  1,461tons/y ~ 7
(5) Number of employees: 735 pe,rsénsv(as o:f'l9§4)
(6) Main facitities

a. Bleached pulp manufacturing equipment: 30ADLI/d as designed

Clupper (4umls), Yetlical dugesler (2uniss),
B Washmg screen « sel) Bleachmg to“er (S slage 1 hne)

7 -b,l _Papetmakmg and Fmshlng equlpmenl
Paper machine
BOADl/d as designed, Printing/wriling paper, wire mdlh 2,850mm
Finishing equipment ‘
Double ¢utter (unit), Winder (lunit)
P Chemtcal m’:om) equupmenl
o :'Eltet each of esaporator, re\“ox ery bonler and causlmzer
d.  Auxiliary facilities
T Elctedlytic equipment (Fset), Power boiler (1unit)
Diesel power geneiator (Sunits)

S-19



2-4 Review of Mauagerial and Confrol Problems : - -

2-4-%

-Plant Maﬁﬁgement

Thére ate amp!e managemenl data on ‘the Operatlon, famlmes fi nancnal sla(e and malenats, and
thé plant is v.ell controlted. ' -

Hos&e\er, the dala ar¢ not effecmely used and the’ practice of analyzmg the dala f{om the view-
pomls of \\hy and ho“ must ¢ adopled and we recommend 1hal causes for lroub!es are lhoroughly
pursued and countermeasures are es!abhshed and execuled f rmly

2-4.2  Production Conlrol

The production is fairly well conlrolled, bul reviews of the following are desired.

a)
b)
<)
d)
€)

How to cornicetly grasp the quantity of wood for self-teade pulp - 1
Ac‘ulfacy of pulp C(’msisléncy meter and pulﬁ flow r:ne'tél

Check method of daily production of paper machine

Analysis and arrangement of data by ypes and puIpOsEs

2-4-3  Quality Control -

U

(2)

SQC (Siallsllc Quality Control} has been mlroduced undet !he gutdance of lhe (op manage-
ment as the first step of TQC (Total Quahly Contro!) We reeommend lhat lhe l'ollomng

 ilems are seqwn(:ally introduced to combine ihe qualily conirol adtivities With concrele effects.

‘a.  Introduction of pmposal s)st-em _

b.  Inteoduction of circle aclivities

Thorough penetration of “‘Quality First” ¢o fcept

Al present, a rewarding system is eaforced based on Ihe produchon quantlly, and the 3) stem
is contribuling to increasing ‘the producmlt) '

However, the use of the producuon quanuiy ont) as the basss lends lo mme lhe au;tude

of neglecting the quality. We recommend that ‘the a5pew:l of quah() :s gn tn consnderauon
in the rewarding system.

$-20



(1)

2)

2-4-4 'Cosi Conlrol

Although there is p!enty of datafor financial analysis, this data is fiot used directly ¢on-

- nécted with cosl contéol. Therefore, we secommend reviews are given (o thé following points
- for the effecme use of the data for Cost reducuon and profitability increase within the plant.

a) Slmphf‘cahon of in- process cost calcu!alu)n
b) Clanl‘icauon of in and out notebooks and self-made chemlcals
c) Altefation of the standard from on-reel system 10 product system

Data of such iteﬁl_s as various efficiencies and yields that are in the hand of operalion people

should be utitized disectly for t_he control of cosl.

2-4-5  Product Control and Salés Control . . -

m

@

o T

The products are bein;g; stored and shippéd properly.

Whethet or not thls reaovalion pmje\t mll bé successful depends on the a‘b;luy of sellmg
the new products regonumendéd by this project.

The sales orgamzahon musl be lmprmed as qutckly as posslble, and at lhe same hme, new
lalenls should be added to strengthen the sales force

2-4-6 Equipment Conlro}

Generally, all EQUipmehts are well maintained.

The repair e:\penses, accordmg to the record, occupy about 8% of the total sales amount, \\htch
isavéry high ate. Atso the iumber of facilitiés that one pe;son of the maintenance deparlmenl
1akes care is 21 and this is rather small.

\}.’glte_cpmmg'ﬁd‘ thal the following improvement steps are taken immediately and the maintenance
practice is 'Shiﬂed from Bieakdown Maintenance (o Peeventive Maintenance,

5

b)

C).

d)  Impléimentation of périddical repairs

Thorough immhgauon of (mub]e causes
Contsol of lep;ut expenses.
Improvemént of répaif’ l_echt_;iq‘u‘es o

“The repair expenses and mechanical troubles should be reduced by taking these measures.

S-2i



2.5 Review of Various Technical Problems

We poinied oul the maltess to be improved in regard to the operations, supervisions and équip-
ment controls fn detail. {1t is recommeided that any matiérs pointed out béput into piacticé wherever
possible so that such improvements may contribute (6 the stabilization of quatity and the better-
ment of profitability,

1.

251 Pulp Division

a. L-wood and N-wood are fiow cooked in a mixture, Renovation will be made to caable
separate cooking of N and L-wood.
b. The furnish ratio of LBKP to NBKP should bé <et ¢ofistant. ™

¢. Chemical recovery rate should be irﬁ;‘)rovfl:dT
(2) \\'ood preparahon

There musl be'a slmk for three—momh productlon on bmh of N and L-wood.

b. Two addmonal units of sﬂo are lu be msla!led so Ihal N and L~\\eod are cooked
" seéparalely. : :
c.  Stop of using mangiove is Eécémniéndkél. |
d.  N-wood must be debarked.
¢. On L-wood, the chip screen must be impioved.
[.  The mesh of chip scceen at the boltom should be aliered.
(3) Coo}.mg

a. - Thecurrent produdlon is32. 76BD1 UKP/d but the capacnly can be mcreased (o SOBDl/d
without large scale renmalton : : Dol :

b. The standard value of Roe No., \\hrch indicates the degree of cookmg, is4 0:!:0 3.
However, only 25 to 40%s of the pulp in all ba!ches ate¢ within theé s!andard lange and:
more than two thirds are outside of the sfandard range. : - P :
It is tequired that L and N-wood be cooked separate!y and lhe mdmdual dlffe;ences
by operators in the way of ¢ooking be ehmma!ed

c. The rate of make-up chemicals at KP plants is usuaily 20 lo 60kgl BD& BKP \\hlch
is thought to be a standard rate. At BRPP the rate is as hxg‘h as 400kg/BDI1-BKP..

This abrormally high rate is due to the defect in construction of unbleached pul p nashmg
system, in particular, at the recovery seclion. -

S22
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Q)

d,

~ The digesters are being corroded partially and a countermeasure should be taken as

early as poé,si_ble,., Ll

Unbleached pulp “ashmg a

g a.:

a. The existing washer has a structural defect in the air-seal mechanism and it ¢arinot re-
__(am the vacuumness TICCESSATY for w ashing. In add;llon, thew asher is Operaled exceading
" the des:gned capacn(y b)' 2751 o , _
b. The dqluhon faclOr is mmus T he \\eak black Ilquor is sent to lhe ey aporator in a quan-
lity emeedmg thé slandald T !us means that a !arge amount of water is added from
“outside of the line,’ ‘freetevant to the water for washing.
Because of these, the chémical Ioss' is as high as 28 (0 40%%, greatly exceeding the stan-
dard value of $ to 3". of KP planis
d. The washei must be compleicly renmated
Bleachmg
ca. - :'The bleachlng is processed m ﬁ\e stages of C—E—H E- H \nlh (he maximum ¢apacily
. of A0ADI/d, and there is no l‘undamentally defective pait in the bleaching process.
b. ‘Theinlet pressure of bleachmg screen must be raised (o obiain highér dust removing effect.
c. v lmpunues in the h)p-o so!ullon musl be removed.
Evaporalor
a. The nominal capacity of solid {0 be treated is 1.84t/h; but the quantity being treated
‘actually is '2'.’29[/h- and it will be 2.221/h after the renovation.
This is an excess of aboul 20% over the nominal capacily, but this much of excess can
be managed.
-b.. Forthe inq:rtca_sedlljfodt,_:cl_i_én of pulp, ihe" existing capacilf of the evaporator is a bot-
. l[erig_ck. A large-scale investment will be required for upraising of its capacity.
c.  In this renovation project, in order 16 maintain the pulp production at the optimum
quantity and fo stabitize the operalion, a weak black liquor tank is installed anew.
Boﬂer
: :The cu[renl Irealmenl quanmy of blac'k hquor sohdc is 107%% of the nommal value and

ther rate of heal generation per furnace volume is 120% of the nominal value. On both -
of lhese. t‘he irealment quantity is be) ond the nommal value, but we do nol consider

this will create a problem. _
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{8) . Causticizing .

<.

a.

,,,,,

crease this capacaly. a farge amount of money must be :mestéd

“In this senovation project, the pulp production is kept,(o lhp opgtmpm cluan:lirl)f.:

R

“Itie ‘désigned. capamly is 122m3/d of nhlle ]lQUOI’ for cookmg and actual quanmy pro-
cessed is 122.8m3/d, which means lhal the operauon 13 nOrmaI

o ieclidy

L iAbou( 10% mcrease of calcmm ox;de for causuclzt '” ¥ ﬁir’hépdéd.

‘.The pun[y of calcmm oude to be used shou!d be shgh!ly hlgher._ -_: '

252 Stock Preparation, Papesmaking and Fini's'i;'iﬁ:?g—’ Divisions o

(1) Stock preparation

Ld

@

.r._;:

The refinérs are \ery efﬁclently used. Howey er, the desirable paper slrenglh properly

a.
I 1 unoblajnable ifa supér fefindr i used for pnn’uary ref’mng and & delu\e :el‘inet for
e 'se-t‘ondaly refmng We rédomniend usmg lf)DR as lhe pnmary ‘efinef and super fefiner
'E,aslhes&ondary(efner SR . e A
b. If the pulp cooking section is nmpm\ed the pulp fum,sh comblnallon is stabilized.
However, the consistency musl be stabilized by a cor |slenc)' regulator.
The concentralion and adding place of ch_emlcals must be changed.
A paper sirength improving agent and yield raising agenl mus! be used. . ;
e.  Broke confaining much ashand broke'éonlaining lés§ ashmust be separately controlied.
Papermiaking
““a. * The maxitium speed at the current bperahon is 250m/min, but’ “hen lhe paper machme. :
- is'partially renewed and s!renglhened ‘the Speed can be mcreased o 300 {6 346m/min
_basically. e O SR IR SIS DU EI RN S
b, Siet bréak ‘occurs frequichily and the shiset "r‘s‘i“aki’rigj é‘ﬁ"ciéh’c‘f és"ixi'o‘r. a
The formation is good but the quakly is nol stabmzed _
d. The pump is lo be rencwed and an appropna(e diffecential pressure is {o be mamlamed
- toinciease thé dust remonng efl‘ mency AL, these facﬂmes shcmldbe con!roi!ed beiter. -
7 e. The ﬂcm bOX fiust be replaced lo male thm papers sm-:e lhe shce l:p adjm(er does nol
" function properly. ‘ _
. Measures to reduce the initial dewatesing must be eslablnhed

sH



g. The dandy roll must be renovated.. -
h.  Thé press pért needs large scale renovation.
i.  The drainage must be renovated. -

j. The method ol‘ threading the paper lhrough the calender part must be changed.

ki The papér clothing materials mivst be revle“ed C

1&))

m,

Finishing

L The ri:?u‘ltér-'s;l‘i-':;ﬁld‘ be replaced with a n_eﬂi' one.

2-53 - Bquipimeil Control
- \Iachine:y o

:"The machmefy is well m' ’nlamed The key pomts ol' the eqmpmenl conlrol are Binimiza-
* fion of dmmhme of the paper machmé by accldénts and reducnon of repalr COsl.

‘”Dox\ nl;me of the machme by m&hamcal accldenls now reachcs 135 hours per year on the

a\erage. The Iargel should be set al 30 hou:s

The c¢ost of repa:r “orks now represents abOut 8%% of the lola] sales. The target should be

selal4l()5"o

2)

In order to achieve the said targets, “breakdown maintenance®” should be changed fo “preven-
tive maintenance®.
Electric ¢quipment S E RS I IR I N E

a. Eledncal I'acnlmes are cle\erly opua[ed and maintained. There is no equipment that
‘must be leplaced soon be\auce ol‘ de(enorauon

e ':_-b ’Ihe pé“ er néeded by the planl is gene:aled hy five d:esel genesators and t}xe capacity

“of |50\\é; generallon is large enough ’Ihe pcmer generahng efltcnency |s normal.

c: Sedlonal drive’ S}slem

Smce th:s syslem is oid, lhe ‘pééd ﬂu\.luales nequenlly, and fc—r lhls reason 1 the paper
N maclune had (6 bé s(opped 32 titvies in 1983, The ftequency ol‘ the sheét break is thought

to be \ery h:gh For somng these lroubles, a lhorough fenov auon of |he system is

{equued ' - B co . o :

i a7 he pb\\ér d:s[nbunon famhl:es mist be temforced due lo the :ncreased load at stock

prepatalfén and pape;makmg dmsnons with the execution of the renovation plan.
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The power distribution lines have no problem. .. -
Induction motor '

Some of these motots vibrate, We récommend gmng l‘e-centermg agam
DC motor

- Delerioration of msu!ahon on !he field mdmg may be Oocumng Slephby‘s!ep oy erhauhng

of the stator side is recommended.
Electrolytic equipment has no problem. R

The change from the breakdown mainlenancé to preventive maintenance is required.

(3} Instrumentation

a.

All mmeters and gauges refated lo pulp cookmg, w ashmg, bleachmg and cauélicizing ha\e
greatly deteriorated because of the bad atmospheric condstlons

The pulp consistency meter and pulp flow meter, which are directly telated \mh lhé
quanulalne contfrol, ha\e detenorated bes;des rnore number ofthese mus{ be mslalled

‘Inlroduc(lon of lhe lalest mslmmenls hke basxs “ﬂgm moxslure conlen! meler can be :

thought of, bu[ in this reno\auon pmjetl sla‘bihzahon of c0n51<iency ls !aken up as

" the first step.

Instrument tools and measunn,g gauges should be sulf‘cnenlly provsded

. Preparing more spare pa:(s

The levelling up of the techniques of ihe personsin charge of i mslrumenla!lon is cnucally

- needed,

2-6 Economical Quantity of Pulp Production .

(1) Production tcale from the \le\\poml of :aw malena’l tollecl:on o

a.

BRPP started the pulp produchon in 1969 using bamboo only as the pulp maleual

‘Smce then Ihe rallo of bamboo gradually decreased arnvmg al lO"o m lhe 1984 plan,

and fio bamboo will be used in I989

The deueased p-oluon of bamboo has been ﬁlled by comferous and broadlea\ed (fees
and at preienl the cookmg and bleathg are conducled mlh a ml\lure of bamboo,

_ soﬂ\\ood and bard\sood

The quantity of raw malena!s lhal can be colle\ted steadll) for a long penod in areas-

. close to the mill al tow pnces is the Ley I‘a-:!or o delermme the economlcal pmducuon 7

of pulp in quantities. “This quanmy is esumaled 0y be 32ADI BKPId
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(2) Production scale viewed from the capacity of chemical recovery plant (washer, evaporator,:

recovery bonler, causticizér)

a. The cusfesnt producuon of bleached pulp i is 28 1 BDl/d and a low figures of chemlcal
© P fecovery Yaté ‘of 60 16 70%. OA 1hig renovation project, the washer is completely
renovated, aiming at a chemical recovery rate of 90%% with a daily production of 27,0

BDt bleached pulp.

b. To obtain a larger daily producuon of bleached pulp and a greater chemical recovery
raté, Rp4, 000,000,000 o1 more must be invested (6 improve the evaporalor, recovery

boiler and causticizer.

(3) Undér this renovation plas, the economical pulp production scalé is sét at 27.0BDI/d.

PR

2-7 Review of BRPP’s Plan for No. 2 Paper Machine
(1) "License for producing 6,000tons of spécialiy paper a year

. Printing/wriling paper is an item that is produced in Indonesia in an excessive guantity at
présent and in the future. If B'RPP remains as a producer of this type of paper with a paper
machme of 40t/d capac:ty, the opelatlon of BRPP will not be sovad in the l'ulure Forthis

) reason, BRPP bemg given the lu:ense for produchon of 6 .000tons of speually paper is very

m&janmgl‘ ul

(2) BRPP’s basu: plans (produchon and sales) related to installation of No. 2 paper machine.

a Pulp p!anl - lncreau: of producuon from 43.2BD1- UKPId to 52BDI UKP/d
Paper plant Installation of a paper machine having a capacily of producing

20AD1/d or 6,200ADi/y of thin papers

b. . Sales plan
‘Manifold paper 0 30% 1,860 ¢
i Glagsingpaper L 25% 1,550t
. Oniohskinpaper . 7 20% 1,240
. Litha paper - - . L 10% 6200
Grease-proof paper 15% 9301
et 100 6,200 t
(3) BRPP’s basic plan (facilities) .
a. Pulp plant Rénovation and reinforcement of existing facilities

b. Paper machine New instalalion
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4) Progre&s R

BRPP proposed thelr plan imce, in 1980 and 1982

. The tolal m\eslment and IRR (lntemal Rate of Retum) of lhe 1982 plan are as fo!lo“s

SLean Rp9 313 million’ (USSI5.06 illion) -

'Equily 7 673 mttl:on (USSI? 28 million)
© Total an 086 mlllion (USSZ? 34 rmlllon)
IRR 11.8%

8)) 4};@5]_]" 0'f revie\\‘ing BRPP ;ﬂaﬂ .

a.

fihmg to do

W is practically difficult 16 aim at an mcteased production of pulp. BRPP will have
“to depénd upon purchased pulp

R Fd K ,: EEgie: Tx e a.a BEAE |
¥ i g 13 ( ':.-g fes Wyl gy :

If BRPP dares (o increase pu¥p producl:on Ihe expansxon “of cheimcal recov ery planl.

willbe requ;red Yet, il ls d:f fi cull to compete mlh pulp pmducers m lhe mtemallonal‘
markel. )

¢ 'Even the machine is for maknrg thin papér or specna!tf paper. dé: ly producuon 01‘ 20tons
“shiould be lhe: mlmmum capacuy of such a'machine. * - :

'!' _Spemally papers ha\c a mdc \ranely, each lo! bemg raiher smali fl 1s pracucailj dif-
' 'ficull to expect a ‘bulk sale with a smg!e item.

The waler saving measures Pust be put in practice for the existing l'acuhues as the first

The lechmcal ablhl) to produce <peﬂalty papets and s.ales abihly (o sell lhem out musl

 be’ ai:cumulatcd

{6) Re!atidnship with lhis renovation project -

a.

Under this renovation project, the existing papes 'maéhi:'né will be rendvated to etable

it to produce a part of the spevialty paper grades in the amount of 2 400(ons a year.
The sw uchmg of production from commodlt) type of paper to speually paper should
be stepped up gradually even after the completion of the renovation work. ln so doing,

the profitability should be improved and the technical and 'aa!es atnht:es are o be
auumulated

The installation of PM2 in an easy gomg way will not serve as ai ef fective measure
to write off the huge delicit now encountered with PMI.

The problem of P2 should be taken up as a longiiéfﬁ'i'p‘léh. A
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2-8 NCR
2-841 NCE Rewle“ed I‘mm the Market

Annual requuement in 1982 in Indonésia is esumated at ‘2 40010ns For 10 years to cOme, annual
gromh cr demand is esumated at 5% Uiitil 1982 all the NCR has been impotted in the process-
ed and completed form. P.T. Pusakarya commenced secondary processing of NCR in 1983 with
the use of the base papers imported. In addition, P.T. Ciwi Kimia and P.T. Pakerin have been
planmng integrated production from base paper 16 secondary processmg of NCR. The over-supply
of NCR is foreseen in theé siear future. [t will be difficult 10 enter into the NCR markel.

282 NCR from Technical Viewpoint

(1)) The base paper is mainly 40g/m?
a, Fre§ from pir‘l-hoieé
b. TFree from dirts and foreign matter
c. Dimentional stabitity

(2) Conditions for production of base paper

a. Chemical woodputp, thérough rémoval of disls is required.
b. Paper machine should be equipped with pin-hole and dirts detector.

(3) Coloring agent (r;ni'-cfo capsule) and developing agen! are patented chemicals. Liceasing of
the patenis is required.

(4) Air-knife coater is génerally used for coating the coloring agent in capsule. In case of resin
type of coloring agént, high consistency coating is applied with the use of roll coates or blade
coater. The installation is very expensive.

(5) Cautions to be paid for processing and fOr finisheéd products
a. Any disls or forelgn matter contamed in the base paper w :ll cause sheel break in the
coaling prm tow coahng efficiency and the loss of paper and coating chemical.
b. Anay dirts Gn Ihe paper mll cause confusion with the dols typed.

C. Any pin- -holés in the base paper w ill cause strike-through of the coloring agent resulting
in serious troubles,

d. Caullon must be paid for handling the producis. Improper handling will cause coloring
of the products and the value as the product wili be lost.
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2-8-3  Asmentioned above, the manufacture of the base paper of NCR involves varigus technical
problems. This renovation project will not include NCR as the item to be developed.
However, the plan to manufacture NCR should not be given up tolally, The mil} should
plan to manufacture the base paper on the trial basis some day and have it test coafed
on the test coater (o be instalted at the training center. In so doing, the mill should leasn

“how to make the base paper and how to cost it to complete the finished product,
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Measures for increased production -
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- CONCLUSIONS AND RECOMMENDATIONS -

This in_\"esligalion has been made (o take a form of renovation of the existing facilities of
BRPP as the first step to consolidate the foundation of the company, which may include
instaltation of an additional machine some day in the fulure. The immediate target of the

. renmalion plani is tofi nd the \aa)s and means for, BRPP 1o eliminate the serious losses now

incurred in the planl operation and to conlrlbmc to‘.s ard the de\ze!()pmmt of lhe arca, “here
BRPP is located.

The best available plan is summarized below:

Measures 16 reduce the production cost

a.

a. -

Production cost of self-use bleached pﬁi pisio &'réduééd"by Rpd4.68/BDKg. In'addi-
tion, produciion scale is to be set al the reasonable level of 25.8BD1 from 28.9BDi.
This will reahze a cost feduction of Rp24 36 per kg.

Uml consumption rate of steam and the cost of steam are to be fow: ered, “hereby the
production <ost of paper could bc lov.ered by RplS per kg

Fos the imgrovement of quam), lhete are some elements “hu:h push up the cost such —
as lhe chanige in pulp l‘urmsh increased power required for the operation of the super-

. ca!ender, eic..

Summmg up various factors as menlloned above, producl:on cost of lhe existing grades
could be lowered by Rp12 to Rpd2 per ke.

.\fachine speed should be increased from 23Sm/min. (o 280m/min. Tota gfﬁfiency
should be incceased from the present 76% up (o 85%%. Thus, daily production can be

. 'ra)ced

By means ol' raising dally pmdudlon. surplus capacni)' can be oblalned With this capar:l—

iy, three new grades of specialty paper are o be produced in the amount of 2,400tons
a year.

Price tevovery

With quality of paper improved, the sales price is expected to be recovered by 7%,

Improvement of managerial and operational technique

Education and training of the employees for a total of 17 man-month,
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(5) Total fundsreéquired:® "Rp11,030,434,000 (of which foreign cirtedcy Rﬁ?,SSZ,I‘I{OOO)
(6) Period of time réquired l;or fénovation work: 26months

(7} Total employment: no change

3. Market

Pmducts scheduled for iﬂc;‘eased sale afé almed at the rep?aéemenl of lhe 1mpo:[éd nlems lhub,
the sale can be performed withoul disturbing thé domestic’ matket ‘of lndonés;a

Such sales will contribute (o the saving of foreign c‘ukr’ency_.

4. Raw malesials for self-use pulp

Raw malerials are collectible from the vicinity of the mill.;

5. . When the best available plan is inip!eme'rrlzté.‘d’.
(1) LR.R. (O.1) after tax is 22.61%5. Pay-out period is 3.55 years.
(2) “The loss in 1983 is 50 big s Rp1,300,000,000, wheicby the siuation of thé acdount in the

red will continue well inlo the year of 1990. Howev: er, we foreses the turnaboul {0 ihé l‘a\ orable
: bala née from 1991 onwards. :

{3) During the course of the renovation work, no shortage of the funds is foreseen excepl for

the year of 1987. The repaymeitt of the long-term loans will have no problem. It can be'said -
that the financial position of BRPP is relatively sound.

6. Asis clear from the results of our investigation, this renov ahon plan is l‘easuble ‘An early
lmplemenlallon of the pro_;exl is recommended.

7. In order to achieve this renovation project successfully, lhe {oiiomng matters are
recommended: :
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-

Stabilization and i_mproveménl of quality and seduction of cost ar¢ fundamental nceds for
any enterprise (o survive. In our survey fepoil, we pointed out various matiers (o be improv-
¢d of corrected in regard 10 operational, managerial and equipment control problems, Some
of those advices and suggestions are rather easy to put info practice. It is hoped that BRPP
people will actively carry oul the countesmeasures proposed, wherever and whichever possi-
ble, for the belterment of quality and profitabitity of their plant.

Both the inipréyement of hardware and software are imporfant for the ¢ffectiation of the

project, the (wo phases being inseparable as if both wheels of a cart. A good batance bet-
ween them should be kept.

For the smooth implementation of the rendvation work, it is desirable that technicat guidance
beé received from a foreign consultant and/or foreign pulp and paper manufacturess having
matured experiences in engincering services,

The successful production and safes of the thiee new grades recommended are most impor-

tant. In order {6 get confidence in own ability to produce and sell the new items, it is hoped
that the study on this problem be starled as early as possible.
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