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PREFACE

In response 1o the fequest of the Government of the Re‘public of Indonesia, the Government of
Japan decided to conduct a feasibitity study on the Project for Renovation of the Padalarang
Pulp and Paper Milt and the Basuki Rachmat Pulp and Paper Mill and entrusted the study to
the Japan Inteinational Cooperation Agency {JICA). The JICA sent to Indonesia a survey team
headed by Mr. Tadao Kano from February 26 to March 27, 1984.

The team conducted a field survey in the Padalasang and Banjuwangi areas with the cooperation
of the officials concerned of the Government and the above-mentioned two mills, After the team
returned to Japan, fusther studies were made and the present seport has been prepared.

1 hope thal this repoil will serve for the development of the Peoject and contribute (o the promo-
tion of friendly retations betweéen our twe countries,

I wish to expiess my deep apprectation (o the officials concerned of the Goveérnment of the Repubtic
of Indon¢sia and the two mills for their close cooperation extended to the team.

October 1934

—f(éﬂ’”é—%é@

Keisuke Ariia
President
Japan International Cooperalion Ageacy
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In this report the fﬁiiowing currency exchange rates are used:

Values up 16 Oct. 1978 US$1=Rpd3s
Values from Nov. 1978 to Feb. 1983 US$1=Rp623
_ Values from Mar. 1983 {0 Feb. 1984 USS$1=Rp 1,000

When calculating new investment and others for financial analysis
USS$1 = 1230
USS$1=Rp 1,000




‘Major Data on Basuki Rachmat Milt

(current slafus vs. afler renovation)

Item

A General

—{  Construction work{Builder
-2 Renm‘alioﬁ workf{Fxecutér
—3 Number of employeées

-4 Dislance from Jakasta

Distance fiom Susrabaya

B Status of busingss

—~
-2

-3

4
-5
-6

Annual production
Anrnuat sales

Total production cost
Profit aft, tax

Major sales teqy.

Main producis

ke
ko

ADtfy
1,000 Rpfy
1,000 Rpfy
1,000 Rply

C Statws of production of main equipmzni

-1

Self-made pulp

Recovery rate of
<ooking liquor

Paper production
Daily production
Tolal efficiency
Pulp yield

D Sialus of utdities

-1
-2

Power generating capacity
Power consumiplion
Steam generating capacity
Steam consumplion

Wates consumplion

BD1-BKP/y

kW
MWhiy

tfd

1/d
m’[d

Cusrent status After renovation
1962{Yapan
1975{3apan
35 735
1,100 1,100
© 300 300
11,791 14,245
6,788,550 10,645 408
7,809,508 9,476,111
-1,334.063 203,222
Surabaya, Semararg  Surabaya, Semarang
Printing & writing Samé as présent plus
Litho. paper - high added value papers
(8.862.6) 84260
6516 9090
Current New
Cusrent prades grades grades
34.1 448 N3
763 850 800
950 950
99200 9,9200
196704 . 246360
3840 3840
3686 3135
14,2158 13,5623
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2.

~INTRODUCTION -

Backgfiound and Circumsiances of Investigation

In compliance with the requcst of the Government of Fapan who had received a réquest from
the Government of Republic of Indonesia, the Japan Intesnational Cooperation Agency deter-
mined (o dispatch an investigation team to the Republic of Indonesia to evaluate the feasibility
of the plant (pulp and paper) renovation pioject of Padalarang Pulp and Paper Mill
thercinafter called PPM) and Basuki Rachmat Pulp and Paper Mill (hereinafter called BRPP).

“The lirelimiﬁaiy survey team, which had been dispatched piior to this investigation (eam,
“conleired with the Indonesian party during the period of Pecember 21 to 28, 1983 as to the
scope of investigation to be made and the preliminary survey team and the Indonésian party

signed an agreement on Pecember 26, 1983.
Based on the said agreement, this investigation teain conducted th¢ ficld investigation dur-

ing the period of February 26 to March 27, 1984 and reviewed the m\esilgatmn results in
detail. This writing reposts the investigation results.

Purpose of In\'eStigé(ion

The purpose of this im‘és(igalion is to make a diagnosis of BRPP and PPM and to study the
fcasibilily of renovating the two mills, as well as 10 prepare a renovation program with the main
targel set on the higher efficiency of produciion and improvement of the product qualily.

3.

ScOpe i’)f Investigation

In order to accomplish the purpose as described abov: ¢, thei inv eslsgalson team conﬁrmed the policy
of the Ministry of Industry, Indonesia, sunveyed the market conditions andinv cshgaicd both mills
on their operations, facilities and management praclicés. The favestigation team integratedly
evaluated the investigation results from the technical and financial viewpaints.

S-t



CHAPTER 1 SUMMARY OF THE RENOYATION PLAN

1-1  Future Prospects

Basuki Rachmat Pulp and Paper Mill manufactures commodlly l) peof pnmmg and }mlmg paper..
on an mtegratéd basis from pu!p o paper‘ i . '

I{O\\'ever, lheir plOdl.iCﬁOﬂ_ scale is small and Ihe Jabor productivily is low. The mifl location has
a distance from the markels, which is one of the disadvanlages held by the mitl.- .- -

If the mill is to continue the Operalion as it s, it may be difficult for _l'hé mill (o come oul of - >
the operation in deficil, On the other hand, the mill has a social conimitment to ¢ontribute toward
the development of the local area where the mill is located and to stabilize the emplo;men! in
the area as the only pulp and paper mill in this part of the country.

Hence, the following measures are consideréd for the future development of the mill: - - -

Shifting of the products to more highly added valve products.

The mili should proceed to the integrated operation from papermaking to the secondary pro-
cessing of paper such as the making of nolcbooks as done aleeady. .

RS |
.\-_-.:-

‘The mill should establish the capability of competing with the for¢ign products intheinter-

“national market both in price and qualily, whereby the export of paper should be éncouraged.

In either cas¢, the prime importance is (0 be placed on the reduction of production ¢ost of
the current products and the recovery of prices. T he buitdug of the competing ability is éritically -
needed. (n addition, it is necessaiy for the mill to establish produciion system capable of
producing high added value products.

As the basis of the consolidation of the milt ability, the aaumu!ahon ar lhe hlghe; le\el |
of le-.hno!ogy and strengthening of the markeling abmly are very !mpoﬂant ln patal!el to
the lmpm\emenl and seaovation of the production l‘auhliec

In addition, the better utilization of the pulp making equnpmenl shoutd be la‘l\en mlo con-
sideration from the strategic viewpoint.

S2



1.2 . Basic Policy of Renmaﬁoﬂ Plén

(1)

Problem with the present status

“This niilt is Tocated a1 the eastéin end of Java Istaiid, having one paper machine to produce

12,000¢t6ns of printing and writing paper: ‘The mill has pulp producing facilities for self-use,
allm\"ing integrated operation I rom pulp to paper. The carnings of the mill are getling worse
in recent years rapidly as shown below.

1980 1981 1982 1983
Profit &loss (Rp 1,000) - 721,160 53,185  -502,642 -1,574.93
Annual production () 12,873 . 12,7202 - 12,595 - 11,787

.. Increased production ¢ost due to the hike in oil pric¢ and the sluggish market price of paper

)

are the main reasons for the worsened earnings. Besides, the following maltters are pointed
oul as the problems peculiar to the mill;

a. Due 16 the unstable quality of the products the sales prices are usually 100 20“0 lower
than those of the simitar products made by the other manufaclurers.

b. The recovery rate of cooking chemicals at the pulp plant is as low as 66%%, which is
an abnorma!l figure.

c. The lo!al elT clency ol' the paper machme is e\lremel) lov. at 76 3°'o 7

a4, 'The gtades manu I'ac(ured are llmiled to prmlmg and W nlmg, w hlch isan unprof’table

item due to the ov er—s.uppl)l

¢.  Generally speaking, the mill is well managed and controlled. However, furthes effouts
should be made toward the introduction of new l&hmque on operallonal control for
the betterment of the mill managemenl

Measures for improvement

To cope wilh the problems as mentioned above, the following measures should be taken for
the betterment of profitabitity. However, it is thought that the change to the black account
will be achievable from the year of 1991 (profit in the amount of Rp304,957,000) onwards.

“a. lmpm\ement should bé made €0 that L-wood and Niwood can be cocked separale!;

“In addmon a!l the pro\esses throughonl the milt shoutd be more slablhzed

By all’; means “the quahly of products should be stabitized, whereby the sates price is
to be improved by 7%%s.

b. The chemicals recovery plant should be improved, aiming at the recovery tale up to
90%% from the present 66%. Theeeby, the variable costs'of pulp can be lowered {from
Rp306 to Rp261/kg). This measure will contiibute, at the sase time, to the lowering
of contamination of the effluent.



The speed of the paper maching is to be incieased from thé ﬁreseﬁi"le\’el of 230 (o !
240m/min. up to 280m/min. The total ef l’icwncy should also be upped from 76 50%
to 85%. : !

_Thereby, the dally producllon should be ralsed from the present 34ADI o 4SADI

Reaovation will be madc to enable partial producllon of spcclatty paper in the amount
of 2,40010ns a year.

(3) Education and training

In other 16 achieve the fenovation plin most effectively, the level-up of obc*réling techni-
‘ques and managément know-how are indispénsable in parallel to the rendvation of equipnient. -

Under this renovation plan, education and training of the empld)ees abroad as well as at
the mill site by foreign technl(‘al exporls are scheduled 5O as o teansfer lhé lechno!ogy in ,
- every possible mannef. : - :

Equipnient Reaovation Plan

(1) Wood preparation -

a.
b.

Investment: Rp295, 652 000

Two units of chnp srlo are addmonaliy ms(alled so iha[ N “ood and L-\\odd ¢an be
cooked separately, whereby it is expected that putp quahly can be |mpr0\cd '

(2} Pulp cooking

a.

b.

Investiment: Rp 171,364,000

One additional blow tank is installed for separate cookmg of N aﬂd L-\sood Thus
pulp quatity can be improved. :

(3) Washing

a.

b.

Investment: Rp337,826,000

The three washers are replaced with new ongs (o improve the chemical recovesy zate.
Thus, the quahl) will be much s!ahnhzed and the <ost of produclmn will be reduced.
At the same lime the contaminalion of the effluent wilt also be r_educed

(4) Bleaching

| a.
b.

Investment: 'Rp'28,696.000

The number of showet pipes is incseased to stabitize the quaiily.
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(5

(6)

o

(8)

©)

Stock preparation

. lmcslmen! RplTJ 913,000

b Tno DDR are newly installed as ihe main investiment {0 tmproxe the pulp quahly and
to increase the producuon

Papermaking
fnvestment:- Rp2,053,478,000

b.  The following renovations are made to improve the paper quality, increase the produc-
llon and to |mpr0\e \«auous efficiencies: '
. Approach equlpmenl renovalion
¢  Flow box replacement
*  Wire pant remodelling
¢ Press part replacement
' & Drainage impiovement
¢ Reel improvement
*  Sectional drive system renovation
*+  Culiler replacement
¢ Winder replacement

Supe'r-:ilehder
a. Investment: 'Rpl,782,609,000

b. [Installation of a supercalender to improve the papes quahty and to produce new grades
which will have higher profitability.

Revovery boiler

~a. Investment: Rp8§,957,000

b.  Minor renovation of the dust discharging device lor the eleélti_c precipitalor Lo improve
the chemical recovery rate and to contribute to the pollution control.

Spaie parls

a. Investment: Rp1,004,148,000

For renovated equipment: Rp230,435,000
For existing equipment: Rp773,913,000



{-4 Education and Training SR

Education and lrammg of emplo;ees 10 give them ablhly to sohc vanous problems relatcd to
the anagemeént and conteol of the mill opérations are véiy important in pal‘allel %o tﬁé Fenova-
tion of equipment. The following programs are planned: -~ ' - :

1)

@

&)

&)

Education and training abroad

a. Number of peisons to be dispatched: 7 persons “for a tolal of 17 maa-monith
b, Subjecis for education and training

Papermaking technology and mill managemenl as a whole (qua'h[) contto! eqmpmenl
conirol, operation control and market control). : i

Education and training in Indonesia ' R

The training of operators on the supercaleader is to be carried 0u__l‘at an l'n‘d,oncsian paper
company, for example, at Gowa Paper Mill. (13 persons X 2.5 months) -

Education and trainiag at the site of BRPP

In this renovation plan, the technical assistance is fo be rendered b) for’éiéﬁ ‘téchnical ex-
petts. Those expests dispatchied to BRPP should make use of every opportunity to transfer
the appropriate technology (o the employees of BRPP. Incidentally, the number of foicign
technical engineers dispaiched to BRPP is 7 persons with a total of 17 man-month.

Education and training programs (o be conﬁnuéd_
The following methods should be taken:

a. Opening of a course to give the employees the common sense of papermaking as a whote.

b. By classifying the employees into several ranks, an education systém should be citablished
©to hold several courses for [ reshmen group leaders, supenn{endenls middle manage-
ment class, elc.

*

Circle activities by jobsites and proposal systems should be introduced and the OJT
{on the job training) should be actively pursued.

d. Establishmeal of overseas training system.
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1-5 Implementation of Renovation Project

@

3)

to the dc\eiopmem of the arca, where the mill is Iocalcd, should be carried out, dividing
il inlo shon lerm middle-tesm and long-term plans.

a.

Shord- term plan

Improvement items pointed out by the investigation team during the field investigation
and any llems that can be started among the iters described in this repo:l are put inlo
practice. :

\llddlc-(cml plan

Th;s renmahon project is implemented as a major pmJecl in the fousth S-year plan
(1984~ 1988). The project is to start its work in 1985 and the whole work is (o be com-
ple(i‘d i“,‘g‘,‘"o years and (wo months.

Long-térm plan

A fiew paper machine is installed as a projest the fifth 5-year plan (1989 — 1993) depen-
ding on the si_lljation of fund a‘vai!abiliiy. trend of the domestic market and results of
the middle-term plan. In order lo implement the plan, further study and review of the
plan will be required.

]mp!emenlaliOn syslem

a.

Smce this renovation project is cssentially a renovation project of the existing plant,

" we fecommend that the control system that the plant possesses is fully ulilized and at
lhe same time, a renmauon project execufion team is oipanized.

In order to complete lhls pro;ec( _successfully, we recommend lhal BRPP receives
: .assns!ano: of cngmeers ofa l‘oreign mnsu[tanl or foreign papermaking company, who

ha\e e\penence in such renovation work as this project.

Project implementation schedule .

a.

b,

The project should be staried in 1983, and should be completed within a period of two
years and two months,

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

S-7



(4) Total funds for invesiment SO T ST LR SRR

a. Total funds required for the implementation of ;he'midalc-aerm plan follow:

ommZoOw>

Rpl 000:
Equipment cost 6 840 5‘18 _
. Engineering fee 403,478 -
Construction work - 684,566
.- Operation Supervision 180,570 ..
. Training fee 260,869
. Overhead . 340, 409
. Conlingency _ 630 834 ‘
- Tolal 2,391 304;, .
H. Interest during the construction 1186434
I . Repaynicent ©o211,826
3 . Initial werking capital . _ '2_34:,870
Grand @otal 1,080,434

b. Procurement of funds

Fquitly : 30% : Long-term loan : 70%

(The terms and conditions for the loan afe nol decided yel. ’i’he abme percentages

are used PIOY monally for the purpose of f'nanna] cal-.ulai;ons) _ y o
_ . T Urut Rp'I 000
Foreigncur.  Localcur.

Equity ' — 3309130

“Long-temt foan O 2552,174

Total funds 15,114 3413260

I-60 Financial Analysis and Economic Evaluation

(1) Basis for firancial analysis

a. Conversion rate: " US$l=Rpi,000
USS1=¥230
b. Fiscal year: Jan. to Dec.

Tolal

3 309 130
1, 721 304
I I 030 434

<. Rate of achievement of renovalion work: 1987 (50%%), 1988 (80%)
1989 and thereafter (100%)

d.  Total funds iavested and funds procurement

Equity 30%, Long-term loan 70%%

58



CL e i - Unit = Rp 1,0OG
Foreign cur. Local cur, . Total

Equity - 73,309,130 3,309,130
Long-term loan 7,552,174 169,130 7,721,304
Tolal funds - - - 1,552,174 3,478,260 11,030,434

¢. Intecest rale for long-term loans
Forcign: 12%
Local: 16% :
(The terms and conditions for the loan are not decided yei. The above inferest ratés are used

provisionally for the purpose of financial calculations. Incidentally, the use of the provisional
figures will not affect the LR.R.O.I. substantially.)

f. Terms of fepayment l"r;:b'r' IoﬁgQier}n loan

Afteér 2-year grade period, repayment in 10 )'éérs on an even installment basis (once

a y<¢ar). _
g Depieciation : Machinesy and equipment 10 years
Civil and building works © 30vyears
Vehicles 5 years
h. Corporation tax
Profit < Rp 10 million :  15% of profit
Rp 10 million < Profit € Rp 40 million : 25% of profit
Rp 40 million < Profit . _ i 35% of profit

(2) Results of financial énal)'sis
a. Pr-bﬁl"aﬁd loss {‘aleu!alién ﬁy years
As shawn in the lable allached the account in lhe red figure will conlinue until the

year of 1990, and the account will tura (0 the black in the year of 1991 and thereafier.
For lhe nme being, dlfl'cull years will continue to exist for BRPP. .

- There will be a shortage of funds until 1988. The shortage of funds will disa ppear final-
ly in l989 and thereaftes. Until then, the saluauon will be serious l'or BRPP.

b. Profit and Toss break-even point is shown in the table attached. The operaling ralio
10 cossespond the break-even point is now as high as $1578%. After complel:oa of the
renovation work, this percenlage will come down (09793, Although thisisan improve-
ment, the situation is still ¢ritical. As regards lhe existing grades, the loss in sales will
continue to exist, even after the completion of the renovalion work,

S-9



I.R.R.O.IL. and the payout pcriod wiﬂ be 22.61%% and 3.5% yeaes respectively.
The Sensmmy anal)sns is gwen in the l‘ollomng iab!es

Plus or mmus 5°‘o in the sellmg pnce

- S% 0 +5%
LR.R.O.L (%) © 1858 L2280 2629 .
Payoul period (yr.) 4.05 K % ¥

Plus or minus 5%% in the tota¥ investment

5% 0 5%
- LRROL& .- = 2393 T2261 < 21_14’?
" Payout period (yr.) 340 o 355 R '?‘. 70‘

The figures justify that the pmposed investment is a \\ommhile m\eﬂlmenl._

The l'ollomng are Ihe various indexes calculated

- Afl. Fax. Profit — (0 — Sales Revenue (% )

Net profit aft, {ax
Total sales x 100

- Bef. Tax Psofit — to — Investment (%)

Net profit bef. lax.
Total investment

- Debt Service Ratio

x 100

Depreciation + Interest payable (fong term) + Net profif aft. tax
Repayment of long-term loans + Inlerest payable (fong term loans)

Net profi{ Net profit - Dbl senvice

alt. tax agst. bef. tax agst. satio

total sales mvesiment

% : % ‘ %

I (1981 -158 _ -129 - 65. 6_
2 (1988) -33 -1 1008
3 (1939 -38. 3.7 1286 -
4 . (19%0) 0.7 06 - 136.0
5 (991 19 2.8 136.8
6 (1992 24 ‘ '35 1434
7 (1993) 29 43 . 1509
8 (1991 34 50 - 1596 -
9 (1995) e 538 L 1697
10 (1996) 44 .65 181.5



The financial ability to repay the loans will be improved to a certain extent from the
year of 1988. However, the financiat position will still be serious. The accumulation
of own equity will be difficult to do.

From the year of 1991, the mill will gel into the black figure. Still the profitability will
be at a low level,

{3) Fconamic evalualion

a.

Basuki Rachmat Mill will be able to turn to a black-ink balance from the year of 1991,
securing a fairly sound financial position from thal year onwards. Thus, the coinpany
will bec()mc able to contribute to the development of the area, where the mill is Iocaled
and (0 serve as a source of employment of the focal residents.

BRPP will eapand sales of new products which had not been manufactured domestically
and their technical éépabili(y will be much improved.
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CHAPTER 2 SUMMARY OF INVESTIGATION RESULTS

3.1 Governmeni Policy of Indonesia toward Pulp & Paper Industry
2-1-1  Policies Given to Pulp and Paper Iﬁduslriés

(1) The fndonesian Government sets a policy of compleling thre¢ sajor expansion and new in-
stallation projects in the fourth S-year plan (1984 — 1988}, satislying the domestic demand
for newsprint papes, kraft paper and kraft liner, as well as developing the paper industry
into an exporl oriented industry. ' '

(2) The existing paper mills are still far from being competitive in the international market both
on the quality and cost, and these mills fequire protection by means of arifl and others.

~(3) For this reason, the Indonesian Government fakes measures (0 encourage oplimization and
rational enlargement of the existing paper mills for the purposes of establishing the founda-
tion as an éxporl indusiry as far as it is possible.

2-1-2  General Policies toward Basvki Rachmat Pulp and Paper Mill and Pat_lalarang Pulp and
Paper Mill '

{1) The Indonesian Government has set the major policies as follows:

a)  Optimization of production scale

b) Peoduciion of grades that the interanationally competitive

¢) Effective use of domestic raw materials and impori restrictions
d) Activation and stabilization of employment as regional induslries
€) Switch to an export-oriented indusity

f) Raising of equipmenl efliciencies with relatively sinall invesiment
2) Change o an encrgy saving indusiry

h)  Ultilization of secondhand equipment will be permissible

i)  Nevessity for education of all the employees
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- 2-2 Market
221 Demand and Supply of Paper in Indonicsia (Government Statistics)

(1) Production, import, export and consumpltion

© - Production ify Exportftmport tfy Consumption
- Actoal * Capacily Export Import tfy  Kgfcapila
1982 329,688 5,200 306,955 631483 420
1983 374379 505,000 - 10,706 267,105 630,778 4.10
1_984 ' 676,000 278,850 670000 430

(2) Accordmg to the slallsucs of p:oducuon, nnporl expoit and consumplion of papér in In-
donesia during the penod from 1976 to 1983, prinling and w riting paper is in the status of-
oveér-supply while the most part of specially paper, and cigarette paper are dependent upon

imports.
In éddi(itbn; the demand and supply forecast in the futuré untit the year of 1990 indicates
that the priating and wriling papes will continue to be in the status of over-supply.

2;-?-2 . Estimated Requirémeant of Specialty Papes
Offi ual statistics on indwidual items of specialty paper are not available. The investigation team
made their own sury ¢y, geumg information from private sources and so on. Demand estimate

thus obtained is shown in the fable altached.

] Se?exlmn of some promising grades for future produclion is to be made out of various grades
Iisled on the (able.

’_[he prices of various types of specially paper are kept much higher than printing and writing
paper owing {o the tariff protection at a higher rate.
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2-2.3 BRPP Characteristics from Market Viewpoint

'(I):-:T'Typcs of products ‘

- The enllre producis manufactured by BRPP ate in the category of printing and mmng paper.
i A'No distinctive producis aré found among their producls :

' Hcme\ er. the smlch of producuon [0 specuaily papef ina Iarge quanhly |mol\ es a greal

i lhe maklng of spécially papér.

)

(&)

OF

(&)

" Lécation

The producis are sold in the Surabaya district (10%). BRPP is apparently handicapped in
its location when compared with private paper mitls.

Users

Printing and writing paper sold by BRPP is for general use. No major users are fdﬁnd. BRPP

~ has a nolebdok processing plant. The satio of seéondary processing should be raised in order

to put added value 1o the producis. At the same time, efforts should be made to have direct
connections with the end users. Such will be a clever selection (o go ahead,

Produclion facilities and production cost

I N anmg and wriling paper for general use Is in over-supply as meationed earlier. Pro-

ducii 10:1 facililies shonld be remodel!ed so that the mill w ill become able to producc <o
tain ()pes of sp«nall) paper.

b. On the other hand, efforis should be made to seduce the production cost for printing
an_d wriling paper for general use in order 10 compete with other manulaciugers.

Evaluation of quality in the market

The quality of the products of BRPP is less evaluated in the market as compared with the
products of the competitors. The market price of BRPP products is cheaper by 10 to 23%%
than the price given 10 the competitors’ products. The price differeace corcesponds to about
Rp 100 per kg.

£€ is nost urgent thatl the quality is stabilized and the price is raised 10 the level of the price
of the competitors.

(The terms and conditions for the 16an are not decided yet. The above interest rotes are used

provisionally for the puspose of financial caleutations. fncidentally, the use of the provi-
sional figures will not affect the LR.R.O.L subslantially.)
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(6) New production items recommendable for the presént -

a. As a result of the study on the types of specially paper now ;mpor!ed mto Indoncsla
and in consideration of the market siz¢, the degree of renov ation o be gnen to the
‘existing facilities and the techmcal tevel of thé mill thus far accumulated, we récom-
mend that the three itéms, namely, computer paper (form papér), grease-proof paper
and base paper I'or lammauon should be cho<en as the new gradcs to be produced

' b _ JA!lhough glassme paper is one of ihe prommng llems. aIl out (cnovallon of the €x-
*isting facilities will be rcqusred for lhe producnon of Ihls paper So \se will drop it
from the preduction items.

¢. Production of carbonizing paper and onion skin paper is much moré ﬁsky than the
production of glassine paper.

2.2-4 Market of the Three New Items to be ?rdduced

a. Computer paper

. The demand for computer paper in 1933 is esumated al 3 600 tons The 2ron .\th rale is estimated
. at 20%%s per yeas. *

The tasiff rate is 70%, and the prevailing price in the market is Rp1,700/kg.
b. Base paper for lamination

The demand for this ilem is estimated at 2,000 tois in 1983 with gros\lh rale of9 59%. The
“tariff rate is 70%, and the prevalhng pnce in the local market is Rpl, SOO/kg

¢, Grease-proof paper
The demand for this paper is estisnated at 1,700 tons in 1933. The growth rate will be about 1%.

The tasiff rate is 70%, and the prevaiting price in the local market is Rp1,260/kg.

S-18



2-3  Current Situation of Mill:"

(1) MHistory

~ BRPP was constructed for production of prinling/writing paper in a scale OT_ 30t{d oul of
bambao pulp based on Japanese reparations of Worsld War B and the plant started the opera-
tion in 1969.

I 19?6 the papér machine was reaovated to increase the production (from 30t/d (o 451/d)
** and at thé same time elec!rolyt:c facititiés were newly 1ns{alled The bamboo resources bécanie

short since about 1974, and at présénl about 90% of the materials are pine and broadleaved
trees.

(2) Location: Baayuwangi City, Eastern Java
(3) Piant site area: 50ha , .

(4) Actual sales amounl:  (1983)

Paper: 10,431 tons/y
Notebooks: 1,461 tons/y

(5) Number of employees: 735 persons (as of 1984)
(6) Main facititics

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

Chlpper (4umls} \’elltcal digester (2unils),
' \\'ashlng screen (Isel) Bleachmg tower (5- s!age, 1 hine)

b Papetmakmg and ﬂmshmg tqmpmenl
Papes machine 7
30ADI/d as designed, Printing/wiiting paper, wire width 2,850mm
Finishing equipment ' |
Double cutler {funit), Winder (1 unit)
¢. Chemical recoxeiy equipment
| 1set ea-:h of e\aporalor. re\.o\ery bmler and cautimzer

d. Auuha ry facilities

’ E!exlrolruc eqmpment (lsel} Pow er bon!er (luml)
Diese} power generator (Sunits)
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2-4 Review of Managerial and Control Probicms.

2-4-1  Plant Management

Theré ate amplc managemenl data'on the o;)eralion, fac;htles. f' nénc:al State aﬁd mait nals, and
thé plant is “dl controded.  © - - : '

How. e\ ¢r, lhe data are not ef fecm ely used and the pracllce of analyzlng the d;ala I'rom the view-
poinis of nhy and how musi be adopled and we fecom mcnd lhal causes for lfoubles are lhoroughly
pursued and counlermeasures are eslabhshed and execulecl l"rmly

2-4-2 Production Control

The production is fairly well controlled, but reviews of the following are desired.”

a) How t6 correctly grasp the quanlity of wood lor self-tade pulp
B) - Accuracy of pulp consistency meter and pulp flow meter
¢) Caleulation method of various efficiencies of paper machine,

d) Check method of daily pioduction of paper machine '

€) Analysis and arrangement of data by types and purposes

2-4-3 Quality Control

{1) SQC (Statistic Quality Con!ml) has been mlroduced under t‘he guldance of Ihe lop manage-
ment as the first step of TQC {To!al Quahl) Conlrol) \‘-’e recommend that lhe following
items are sequentially introduced to combine the quahly con!tol ‘adlivities with concmle effects.

a. Iotroduction of proposal system
b. Introduction of circle activilies

(2) Thorough penetration of **Quality Firsl" concept

Al present, a rewarding system is enforced based on ihe producuon quanluy, and lhe sysicm
is contributing to increasing the produclmly
However, the use of the produciion quantily only as the basns lends lo lmlle the allltude

of neglecting the quality. We recommead that the asped of quahly is gn en cons:dc.rauon
in the rewarding system.
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2-4-4 Cost Conirol

(I) Although thete is plenty of data for financial analysis, this data is not used directly con-
. nécted with ¢ost ¢ontrol. Therefore, we recommend reviews are given (o the following points
- for the effective usé of the data for ¢ost reduciion and profitabitity increase within the plani.

a) Simplification of in-process cost calculation
b) Clarification of in and out notebooks and self-made chemicals
¢) Alteration of the standard from on-reel systemt 10 product system

(2} Dataof suchitemns as various efficiencics and yields that are in the hand of operation people
should be utilized directly for the control of cost.

2-4-5  Product Control and Sales Control

(1) The producis are being stored and shipped properly.

{2) Whether or not this renovation project will be successfv! depends on the ablht) of sellmg
the new products recommendeéd by this project.

3) ' Th;: sales organizélion niﬁsl'bc improved as quickly as possible, and at the same time, new
talents should be added to sirengthen the sales force.

2-4-6 Equipment Conirol
Generally, all equipments are well maintained.

The repair expenses, according Lo the record, occupy about 8%% of the totat sales amount, which
is a veiy high rate. Also, the nuiiber of facilities that one person of the maintenance department
takes care is 21 and this is rather small.

We recommend that the following improvement steps are taken immediately and the maintenance
praclice is shifted from Breakdown Maintenance 1o Preventive Maintenance.

a)  Thorough investigation of lrouble causes

" by Control of cepair expenses

o) Improveniént of tepair techniques

d) * Implementation of peériodical repairs

The repair expenses and mechanical troubles should be reduced by taking these measures.
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2-5 Review of Varlous Technical Problems

We pointed out the matters fo be improved in regard to the opérations, supervisions and equip-
ment controls in detail. I is recommended that any matters pointed out be put into practice wherever

' poss:ble so that such i improvements may contribule to the stabifization of quality and the better-
ment of prof‘!ablhly

2-5-1

Pulp Division

(1) Geieral -

a.

L-wood and N-wood are now cooked in a mixture. Renovation will be made to enable
scparale cooking of N and L-wood.
The furnish ratio of LBKP 10 NBKP should be set constant. =~

Chemical recovery rate should be improved.

(2) \\'ood preparanon

There must be a stock for three-month production on both of N and L-wood.

b. Twe additional units of snlo are (o be mslalled 50 !hat N and L-wood are cooked
~ separately. ' ' _ :
Stop of using mangtove is recdmﬁw.ndéld.

d. N-wood must be debarked.

¢. On L-wood, the chip screen must be improved.

f. The mesh of chip scteen at the boitom should be altered.

{3) Cookiag

a.. Thecurrent production is 32.76 BD-UKP/4 but the capacily can be iﬁcfe&mﬁ to 50BD1/d
without large scale renovation. ‘

p. The standard value of Roe No., which indicates the degree of cooking, is 4.0 £0.3.
However, only 25 10 40%%s of the pulp in ali batehes are within the standard range and
more than two thirds are outside of the standard range. : S
it is required that L and N-wood be cooked scpara(el) and the mdmdual differences
by operators in the way of cooking be eliminated. . _

c. The rate of make-up chemicals at KP plants is usua‘ll; 20 to 60Lg/ BDl BKP which

is thought to be a standard rate. At BRPP the rate is as high as 4OOLg/BDl_ BKP.

This abnormally high rate is due to the defect in construction 6f unbleachad pulp washing
systens, in pasticular, al the recoveiy soction. '
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C)

)

©)

(7)

-4, The digcs!!er'g are being corroded partially and a countermcasure should be taken as

early as possible.
hbledentd ol washing

a. The existing washer has a structurat defect in the air-seal mechanism and it cannot re-
tainthe vacuumness necessary for washing. In add:uon the washer is operaled exceedmg
the desngned capacily by 27% '

b. The dllullon factor is minus. The w eak black llquor is senl (o lhc evaporator ina quan-
ny e\ccedmg the standard. ’[hls ncans that a large amount of w ater is added from
- ouiside of the line, irrelévant to the water for washing. ' '

¢.  Because of these, the chemical loss is as high as 28 (o 40%», greatly excecding the stan-
dard value of 5 10 3% of KP planls._. _

d. The washer must be completely rmovated

Bleaching

a. j’_fh,it‘ Vl:)!-t_rachi:ﬁg'is‘prrqcessed in rﬁ\'e stages of C-E-H-E-H with the maximum capacity
- of 40ADi/d, and there is no fundamentally defective part in the bleaching process.

b. ‘Theinlet pressure of bleaching screen must be raised 10 obtain higher dust semoving effect.

¢.. Impurities in the hypo-solution must be removed.

Evaporatos
a. - The nominal capacity of solid to be treated is 1.841/h, but the quantity bemg treated
actually is 2.291/h, and it will be 2. 221/h aller the renovalion.

This is an excess of about 20%% over the nominal capacity, but this much of excess can
be managed.

b. For the increased production of pulp, the exisling capacity of the evaporator is a bot-
tleneck. A Targe-scale invéstment will be required for upraising of its capacity.

c. In this renovation project, in order L6 mainiain the pulp production at the opiimum
quantity and to siabiliz¢ the operation, a weak black liquor tank is installed anew.

Bo:ler

a. ',The curcent trealment quanlity ol‘ black Ilquor sohds is 107%% of the nominat value and

. the rate of heat generaut)n per furnace volume is 120% of the iominal value. On both -
of lhese the treatment quantily is beyond the nommal value, but we do nol consider
this will create a problem. '
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b. The capacity of recovery boilet is a ‘problem lo métease the pulp p:'oducuén Té in-
cfease this capacity, a Targe amount of money musl be jnvested.

. In this renovation project, the pulp production is kept to @he_opﬁfnun@ (']U'amilty:.
(8) Causticizing
‘a.  The designfd capaculy is 122 m’/d or white Ilqu()r for cookmg and aclual quanhly pro-
cessed is 122, Sm’/d which means lha{ the ope;auon is normal,

b. 'Aboul 10% increase of calcium oude l'or caushcnzmg IS rccommended

" c. The purity of calcium oxide to be used should be shghlly hlgher

23-2 Stock Preparalion, Paperinaking and Finishing Divisions
(1} Stock preparation

a. The vefiners are very eHicienlly used. However, lhe desirable paper siteng{h proper(y
: " is unobtainable if a super-refiner is used for primary ref’mng and a deluxe refines for

secondary refining. We recémmend usmg DDR asthe pnmaly fefiner and super iefiner
-as the secondary refinér.

b. If the pulp cooking seclion is improi‘cd,- the pulp furnish combination is stabilized.
However, the consistency must be stabitized by a consistency regulator.

The concentration and adding place of chemicals mijs! be changed.
d. A paper strength improving agent and yield saising agenl musl be used.

e.  Broke containing much ash and broke containing less ash must be separately conirolled.
N3] Papermaking

a.  The maximum speed at the cusrenl Operation is 250m/min, bul whea the papér machine

is partially rencwed and sirengthened, the speed can be incceased 1o 300 16 350m/min
basically.

b. Suect break occuss frequently and the shéet making efficiency is poor.
The formation is good but the quality is not stabilized.

d. The punipisto be renewed and an appropriate differential pressure is to be maintained
toincrease the dust removing efficiéncy. Also, thesé facilities should bc‘ conirolled beiter.

¢.  The flow box must be replaced ta make thin papérs smce lhe shce llp ad Juslet does not
~ {unction properiy.

f.  Measures to reduce the initial dewatesing must be established.
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g. The dandy roll must be renovated.

h. The press parl needs large scale renovation.

i.  The drainage must be renovated. 7

j. The method of threading the paper through the calend¢r part must be changed.
k. - The papér clothing matérials must be réviewed. |
Finishing

The cutter should be replaced with a new one.

2-5-3  Equiipment Control

(l) Machinery .

2)

“Fhe machmery is well mamiamed The key pomls of the equ:pmem control are minimiza-

tién ol' downlinie of the paper machine by accidents and reducnon of repatr cosl

l)on mtme ol‘ the macbme by mechamcal aceidents now reaches 135 hours pef year on the
average. The target should be set at 80 hours.

The cost of repair works now sepresents about 8% of the total sales. The tasget should be
sel at 4 to 5%%.

In o¢der té achieve the said targets, “*breakdown maintenance” should be changed to ““preven-
tive mainfenance™.

Electric equipment

a.

Electrical facilities are c!_eférty operaled and maiatained. There is no equipment that
must be replaced soon because of deterioration.

" The poweér needed by the planl is generaled by five diesel generators and the capacily
‘of power generallon is large enough. The power generaimg efGi iciency is normal.

Scctional drive system

* Sinée this system is old, the speed fluctuates frequently, and for this reason the paper
" machine had th beé stopped 22 timies in 1983, The I requency of the sheet break is thought

to be very high. For solviag these troubles, a (horough renmalton of the system is

: tequ:red

“The r}o.\ er dlslnbutmn fauhnes musl be reinforced due to the inceeased load al stock

pieparalion and papermal.mg divisions wilh the execution of 1he renovation plan.
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e. ‘The power distribution lines have no problem. . . :
f.  Induction motor '
" Some of these motors vibrate. We recommend giving re-centering again.

‘g..- DC motor . : : , _
Deteérioration of msulatlon on the l" cld mdmg imay be occurring. Step-by-step. overhauting
of the stator side is recommended.

h. Electrolytic equipment has no problem. AR

i. The change from the breakdown mainlenance Lo preventive !ﬁgainlgnancé is required.

Iastrumentation

a. Al meters and gauges related to pulp cooking, washing, bleaching and causticizing have
greatly deteriorated because of the bad atmosphesic conditions.

b. ‘The pulp consisteacy meter and pulp flow meter, which are directly related with the
quanmah\c conlrol have deleraosalcd besides more number of these must be mslalled

c. Introductlon of lhe latesl mstmmenls hke bas:s weight-moistuse conte meter can be
. lhoughl ol' but in this renovation project, stabilization of conslslenc)- is laken up as
the first step. '

d. tnstriment tools and measuring gauges should be sufﬁcieﬁ!ii‘:pr;)\id}d.

‘e.  Pieparing more spare paris. '

The levelling up of the techniques of the persons in charge of instrumentation is critically
needed. )

l«?cononlical Quantity of Pulp Production

Production scale from the \ie\\poml of raw matenal éol!ecuon

a.

-

BRPP started the pulp production in 1969 using bamboo Only as the pulp matesial.
Smce then, ihe ratio of bamboo graduall)' dareased arriving at 10% in the 1984 plan,
and no bamboo will be used in 1989.

The decreased porlion of banboo has beea filled by comfemus and broad!eawd trees,

and al present the cooking and b!eaghmg are conducled \ulh a mi\lure of bamboo,
softwood and hardwood.

The quanlity of raw materials that ¢an be colleded steadlly for a long period in areas
close to the mill at low prices is the key factor to deiermine the economical production

of pulp in quanmles This quantily is estimated to be 12ADL BXP/d.
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(2) Production scale viewed from the capacity of chemical recovery plant (washer, evaporator,
recovery boifer, causlicizer)

a. The curfent producllon of bleached pulp is 28.7 BDt/d and a low figures of chcmlcal

" fecovery rate of 60 to 10%. On this rénovation projecl, the washer is copletely
trenovaled, aimiag at a chemical recovery rate of 90% with a daily prodyction of 27.0
BDt bleached pulp. ' -

b. To oblain a larger dally producllon of bleached pulp and a greater chemical recovery
rate, Rp4,000,000 000 or more must be inveésted to lmprme the evaporator. recovery
boiler and causticizer.

(3) Undes this renovation plan, the economical pulp produéiio'h"s':{:‘ﬁle is et al 27.0BDI/d.

‘2T Review of BRPP’s Plan for No. 2 Paper Machine
(1) 'License for producing 6,00010ns of specialty paper a year

. Prinling/wriling paper is an item that is produced in Indonesia in an excessive quanlity at
preseal and in the future. §f BRPP remains as a producer of this type of paper with a paper
. machme of 40[I‘d capacny, the opetauon of BRPP wiil not be sound in the future. For this

reason, BRPP being given the ficense for producuon of 6 OOOlons of specnally paper is very
meamngful

{2) BRPP’s basic plans (ptoducuon and sales) sefated to instaltation of No. 2 paper ‘machine.

a. Pulp p)anl Increase of production from 43.2BD1-UKP/d to 52 BD(-UKP/d

Paper plant Installation of a paper machine having a capacity of producing
20ADt/d or 6,200ADi/y of thin papers

.b. Sales plan
‘Manifold paper 30% a 1,860 1
Glassine papes * 5% 1,550t
.. Onion skin paper - b7 1,240t
- Lithopaper = 10% : 6201
Grease-proof paper 15% 9301
Tota) 10072 6,200t

(3) BRPP’s basic plan {facilities)

a. Pulp plant Renovation and reinforcement of existing facilities

b. Paper machine New insta¥lation
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{(4) Progress

(5)

(6)

BRPP proposed lhcur plan lmée, in 1980 and 1982

: The Ioial m\es!mem and lRR (lntemai Raie ol‘ Relum) ol' lhc 1982 plan are as fo!lo“s

" Loan ' : Rp9,4i3 filtion (USSIS.06 mﬂ_hon) :
Equity 7,673 million (US$12.28 million)’
Total " Rpi, 086 mnnon (USSZ? 34 nnlhon)
IRR 11.8%

Result of reviewing BRPP plan

a.

It is practically difficult to aim at an inceeased production of pulp. BRPP will have
o depend vpon purchased pulp

Liet x
BRI

1f BRPP dares fo increase pulp producnon lhc expans:on ol‘ chemmal tecov ecy planl

will be sequired. Yet, it is dlfl'cult to (‘Ompele with pulp producers inthe mtematlonal_
market.

- Even the machine is for making thin paper or specially pape;, da:iy produchon of 20 tons

should be the minimum capacdy of such a machme

Specialty papers ha\e a wide \anely, each lol bemg talher sma!l lt ns pracltcall) dif-
ficult to expect a bulk sale with a smgte item.

The water saving measures must be pult in practice for the existing facililies as the first
thing to do. 7

The technical ab:hl) to produce specrally papets and sales ablhty o scll lhem oul musi

" be accumulated,

Relationship with this renovation project

4.

Under 1his renovation project, the existing paper machine will be rendvated 10 etable
it to produce a past of the specialty paper grades in the amount of 2 400lons a year.

The switching of production from commod;i) type of paper (O speually paper should
be stepped up gradually even after the complelion of the renovation work. In so doing,

the pro['labmly should be improved and the technical and sales abililiés aré to be
accumulated.

The installation of PM2 in an easy going way will nol serve as an effective measure
to write ofl the huge deficit now encountered with PMI.

The problem of PM2 should be taken up as a long-térm plan,
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- 2-8 “NCR -

2-8-1 NCR Reviéwed from the Markel

Annual requifement in’ 1982 in Tndonesia is estimated at 2,400tois. For 10 years to ¢ome, annual
- growth of demand is estimated at $%. Until 1982, all the NCR has been imporied in the process-
¢d 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. Pakersin havée been

pTanning integrated production from base paper {0 secondary processing of NCR. The over-su pply
of NCR is foreseen in the near future. It will be difficult to enter into the NCR market.

2-8-2 NCR from Technical Viewpoint
(1) The base paper is mainly 40g/m?

a. Free from pin-holes
b. Free from dirts and foreign maller
¢. Dimentional stability

(2) Conditions for pioduction of base paper

a.  Chemical woodpulp, thorough remaoval of dirts is required.
b. Paper machine should be equipped with pin-hole and dirts detector.

(3) Coloring agent (micro capsule) and developing agent are patented chemicals. Licensing of
the patents is required.

(4) Air-knife coater is generally used for <oating the colosing agenl in capsule. In case of resin
type of coloring agent, high consistency coating is applied with the use of roll coater or blade
coaler. The installation is very expensive.

(3) Caulions to be paid for processing and for finished products
a. Any dirls or for¢ign matter contained in the base paper will cause sheet break in the
- coaling provess, low coating efficiency and the loss of paper and coaling chemical,
b. . Any dirts on the paper will cause confusion with the dots typed.

¢.  Any pin-holes in the base paper will cause st rike-through of the colering agent resulting
in serious [roubles.

d.  Caution must be paid for handling the products. Improper handling witl cause coloring
of the products and the value as the product will be lost.
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2-8-3  As mentioned above, the manufacture of the base paper of NCR involves various technical
problenis. This renovation project will not include NCR as the item to be developed.
However, the plan to manufacture NCR shoutd not be given up totally, The mill should
plan to manufacture the base paper on the irial basis sonmc day and have it test coated
on the test coater to be instalied at the training center. In so doing, the mill should learn
how €0 make the base paper and how to cost it to complete the finished product.
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CONCLUSIONS AND RECOMMENDATIONS

This investigation has been made to take a form of renovation of the existing facililies of
BRPP as the first step (o consolidate the foundation of the company, which may include
installation of an additional machine soine day in the fuiurc The immediaté target of the

renovation plan i is o find thew ays and means I‘or BRPP to eliminate the serious losses now

incurred in the plant operation and to contribute toward the dev elepment of the area, where
BRPP is Iocaled

The best available plan is suinmarized below:

Measures to reduce the produciion coss

a.

a.

" Production cost of self-use bleached pulp is 16 be reduced by Rp44.68/BDkg. [n addi--

tion, production scale is 1o be set at the reasonable level of 25.8BDI from 28.9BD:.
This will realize a cost feduction of Rp24 —36 per kg.

Usit consumption rate of steam and the cost of steam are (0 be lowered, wheieby the -
production cost of paper could be lowered by Rp6 per ke.

For the improvéement o!‘ quahly. there are some elements which push up the cosl such

as the change in pulp furnish, increased power required for the operation of the super-
calender, etc.

Summing up various factors as mentioned above, production cost of the existing grades
could be lowered by Rpl2 to Rp42 per ke.

-Measures for Increased production

Machine speed should be increased from 235m/min. to 280m/min. Total efficiency
should be increased from the preseat 76% up to 85%. Thus, daily production can be

_ralsed

By means ol' raising dall) producllon, suiplus capacily can be ob!ajned th lh:s capact-
iy, three new grades of specialty paper are to be productd in the amount of 2.400(0115
a years.

Piice recovery

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

Improvemsnt of managerial and operational technique

Education and training of the employces for a total of 17 man-month.
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Total funds requited: - Rp11,030;434,000 (of which-forcign ciriency Rp7,552,174,000)
Period of time requised for renovation work:  26months

Totat em'p!oymcm: no change

- J'l\ila'r'ket' '

Prodiels schedu!ed for mcreased sa!e aré anmed at the replacemenl of thé |mp6rted llems, thus,
the salé can be performed without disturbing the domesti¢ market of lndonessa

Such sales will contribule to the saving of foreign currency.

4.

Raw saterials for sell-use pulp

Raw materials are collectible from the viciaity of the mill.

)

{2)

)

. When the best avaifable plan is iniplemeﬁt_ed._

I.R.R. (O.1) after tax is 22 .61%%. Pay-oul peiiod is 3.35 S‘éar’s.

The loss in 1983 is so big as Rp1;300,000,000, wheteby the situation of the accéunt in the
red will continue well into the year of 1990. However, we foresee the tusnaboul to the favorable
balance from 1991 onwards. E

During the course of the renovalion work, no shoilage of the funds is foreseen except for
the year of 1987. The repaynient of the long-term loans will have no problem. It can be said -
that the financial posilion of BRPP is relatively sound.

~ As s clear from the results of our iny estigalion, this renovatien plan is [eas:ble An early

implementation of the pro;ecl is recommended.

In order to achieve this renmauon project sucvessfully, the l‘ollomng mallers are
recommended:
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C)

Stabilization and improvement of quatity and reduction of cost are fundaméental needs for
any énterprise to survive. In our survey report, we pointed oul various matters to be improv-
ed or coreecied in regard to operational, managerial and equipnment ¢onirol problems. Sonme
of those advices and suggestions are rather easy 1o put into practice. It is hoped that BRPP
people will actively casry oul the countermeasures proposed, wherever and whichever possi-
ble, for the bétterment of quality and profitability of their plant.

Both the improventent of hardware and sofiware are impotiant for the effectuation of the
project, the (wo phases being inseparable as if both wheels of a cart. A good balance bel-
ween them should be kepl.

For the smooth implemeatation of the renovation work, it is desirable that technical guidance
be received from a foreign consultant and/or foreign pulp and paper manufacturers having
maturéd experiences in engineering sesvices.

The successful production and sales of the three new grades recommended are miost impos-

tan!. In order to get confidence in own ability Lo produce and sell the new items, it is hoped
that the study on this problem be started as early as possible.

s
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CHAPTER 1 INTRODUCTION

1-1 Background and Circumstances of Investigation

(1)

@

Q)

C)

In developing countries, especially in the couniries of ASEAN, many plants have been con-
structed with the economic cooperation of Japan, bul as these facililics ase getting old, the
rate of operation 1s dropping and the cost is increasing in many cases.

Under such circumstances, requests for the cooperation of Japan to reactivate these plants
are incieasing, and on the occasion of visiting these countries in late April, 1983, the prime
ministes of Japan, Mr. Nakasone, made his intention clear to satisfy these requirements.

Throﬁgh the three 5-year development plans, (1969 to 1973), (1974 to 1978) and (1979 to
1983), the paper and pulp industries in Indonesia have been developed 1o the curcent scale
(as of 1981) of 31 mills with a paper and paperboard production capacity of 370,000 tons
a year, and a pulp producltion capacity of 75,000 tons a year. However, the industries still
need protection.

The government of the Republic of Indonesia has decided, as the next step, to newly con-
struct or expand some paper and pulp mitls on a large scale, as well as to encourage the op-
timization and rational expansion of existing mills, thereby establishing a fism foundation
for the paper and pulp induslries to become export-oriented industries.

Yith this as the background, the government of the Republic of Indonesia made a request
to the goverament of Japan in December, 1983, for the implementation of technical coopera-
tion for the plant (paper and pulp) renovalion plan of three mills; Basuki Rachmat, Padalarang
and Blabak out of the five paper and pulp mills owned by the Indonesian government.

Upon receiving this request, the government of Japan consigned the implementation of ia-
vestigation of two mills, Basuki Rachmat and Padalarang, oul of the three mills, to the Japan
International Cooperation Agency.

The Japan International Cooperation Agency dispatched a preliminary survey team, headed
by Yukio Harada of the Agency, to the Republic of tadonesia for the period of December
21 10 28, 1983,

The team conducted a preliminary survey for the feasibility study of the project with the
related offices of the Indonesian government as well as at the said two mills.

The prefiminary susrvey team conferred in detail with the Directorate General of Basic Cheimical
Industries, Ministry of Industry, the countespait of this project on the Indonesian side, with
regard to the basic conlenl of the investigation to be conducled by the main survey team,



and on December 26, 1983, they both ¢oncluded and signed the document called ““Scope
of Work, for the Study én the Renovation of Basuki Rachmai Pulp and Paper Mill and
of Padalarang Pulp and Paper Mill in the Republic of Indoresia® (heremaf ter referred to
as Scope of Work).

(5) This susvey team is (o implerent the feasibility study, of this project based on the Scope ;
of Work.

12 Purpose of Investigation

The purpose of investigation by this survéy team is (o niake a diagnosis of the Basuki Rachialt
Pulp and Paper Mill and thé Padataiang Pulp and Papér Mill and 10 study the feasibility of
reaovating these two mills from the techaical, financial and economic viewpoints, as well as to
prepare a renovalion progeam to achiéve a highér producuon el‘l"caency and quality i :mpfm emenl _
of the producls of these mills. : : '

1-3  Scope of Investigation
(1) Mills to be investigaled

Invéstigation of the tenovation plans of the Basuki Rachmat Pulp and Papes Mill and
Padalarang Pulp and Papec Mill in the Republic of Indonesia.

{2) Producis to be analyzed

The fo!lom’ng producls which are produced mainly for domestic consumption:
1) Current products of the two mills . :
2} Products that the two mills desire to produce in the future -

(3) Scope of investigation

The following items as agreed upon in the Scoi)é of Work:
1) Current situation and poticies of the paper and pulp mdusiues in Indonma
2) Planmt managemenl and control system

a. Operation and quality control

Maintenrance of machinery and avxiliary equipment
Cost <¢ontrol

Management organization

Employee (raining

i I



3)

4)

3)

6) T

)}
9
9

Technical investigation of mill machinery and e¢quipment
a. Pulp section

‘b, Stock preparation section
¢, ~Paper making section
" d. Finishing séction

e.. Chentical recovery section

f. Utility section

Investigation of raw materials

Investigation of market demand in Indonesia
Preparation of renovation program

a. Renovalion plan .
b. Employeée training and necessary investment
¢. - Execution plan

 Finarncial analysis ©

Economic evaluation

Conctusion and recommendation

14 l'mple-rhenlaii"(z)n Method aﬁ_d Contents of Investigation

i-4-1

The~ background and purbdse of lfxis investigation are as desctibed in the above.

The invesligation was conducted based on the background and purpose ‘and the agreement ¢on-

Basic Policy of Investigation Implementalion

ciuded between the two gmemmenls.

In conducting the investigation, considération was given to the fact that the two mills have ¢on-
tributed to regional development in Indonesia (as well as rioting the restriciions that acerue from

the necessily of contributing to the regional development).

In addition, we intended to realize atechnology transfer as much as possible even at the investiga-
fion stage, and to balance the assistance between aspects of software and harduare, and to ac-

complish this the survey team conducled the following:

L. Review of previously acquired data and investigation of new data
2. Sufiicient exchange of opinions wilh the related parties in both governmental and industrial

cireles
3. 'Close observation sludiés at the site



1-4-2  tmplementation Method of Investigation

Puring the period of field investigation Mete ), the survey (eam (Note 2) prcsenled an mmal report
16 the counterpasi team of DGBCI ®ote ) gn the Indonesian Slde. the cOoperal:on tean of BRPP
(Note $) and the cooperation team of PPAM ®ote$), and discussed with them measures_ for executing
this survey repeatedly and in detail,

At the same time, the survey team obtained various data from the Indonesian side and analyzed
them, L

The survey team spent time at both mills, dusing which the survey team conducted close observa-
tion, investigation, analysis and repeatedly conferred with the operation and manageiment depari-
ments in addition to working closely with the cooperation teams of the two mills.

Du'ring this period, the survey team tried 10 realize as much technology Jransfer as possible. The
survey team members in charge of marketing engaged inarket résearch ihdepeﬂdenlly and with
persons responsible for sales at these two mills, and Ihe;r sury ey covered almiost all major con-
sumplion areas on the island of Java.

Tcmards the end of the ficld survey period, the susvey leam presented an miermed:ate suney
report to DGBCH, BRPP and PPM, and discussed the field survey résults wilh thé Indénssian
side in delail.

Minutes of these meelings were prepared and e\changed between both pames mlh respecme
signatures thereon. : '

(Note 1) The field investigation schedule is shown in Appéndix 1-1.

{Note 2) The sutvey leamn miembers are listed in Appendix 1-2. . :

{Note 3) The members of the DGBC! counterpart feam are listed in Appendn: -3,
(Note 4) The members of the BRPP cooperation team are listed in Appendix 1-4.
(Note 5) The membess of the PPM cooperation feam are listed in Appendix 1-5.

1-4-3  Investigation Coalents

The items that the susvey team investigated to achieve the aforementioned goals and the range
of the investigation are shown in the following broad classifications:

(1) Current situation and policies of the paper and pulp industrics in Indonesia

The survey leam visited DGBCH (Directorate General of Basic Chemical Industries, M-inisl'ry :
of Industry) and confirmed the national policies on the papetr and pulp industrics.



(2) Investigation of plant managemenl and control sysfem

1) “Operation and quality control

2)

3

.4) .

a.

€.

d.

a.

b.

l

The fo}mwmg data was revnes\ ed:
¢ Data related to Operauons
" Production plans, production records, monthly operation feports, eic.
¢ Data related to quality control
Test results on raw matérals, intermediate products and final products, and otheérs'
. Dala related to standards
Quahty standards, technical standards efc.

| The follm\mg items were m\esllgaled

. Yleld unit consumption and effi cnency al various production slages
¢ Testers
~ Maintenance and managément of measuring cquipment
Maintenance and managément of measuring methods
The survey team observed the techaical skills and abilities of émployees.

The survey team observed how a sense of maﬂééemént is effected in daily work.

' Mamlenance of machmery and aux:hary eqmpmenl

The suiv ey teani reviewed the following dataand investigated how the datais kept

as records:

® Machinery records, prevenlive maintenance plans, prevenlive mainienance
records, accident investigation records

e Status of performance of maintenance

* Status of storing spare paits

The survey team observed the lechn_ologies and skill of employees.

Cost managenent

&.

a.

" b.

The suivey team reviewed the l‘ollovnng ‘malerials:
Budget [ables, statements of accounts, tables related to costs, tables of financizl
reporls

The survey team m\esuga!ed the earning status from the following materials:

- \!onlhly and annual pmft and loss figures, profi 1abifily by main grades manufac-

tured, profi lab:bly,b) main seclions.

The survey team observed the extent of cost consciousness of management and

employees.

Management Organization

The survey team heard the explanation of management on basic policy, targets
and measures bemg taken

The survey leam revw\\ed the cursent orgamzauon of the plani



5)

Empk)) ce education and training .

a. Thesutvey team heard the explanation of managemenl on Ihe [}OIIC)' 01‘ emplo_',ee _
education and training.

b. The survey téam obseived the (echhéiogi'e_:s ;{ﬁ’d_lécfﬁﬁiéﬁéi'_]éi'ei of é}nplo}kees.

¢.. ‘The survey team observed employee morale,

(3) Techaical investigation of mill machinery and. eq‘ui'pmen'l' o

)

&)

a. The survey tcam m\esuga(ed lhe state of “ear and leat Of mlll machmery and
equipmen. SR o ' .

b. The susvey leam m\esllgated the perl‘ormancc of each méchmc and p:ece of
’ eqmpmenl

The relationship between performance and the following points was kept in considera-
tion when conducting the perfosmance invesligation: .

Quatily, yield, unit cénsump[ion, efficiency, productivily, easiness of control and

_ mam!enance, enw:onmenlal protection and <afely

c. The survey leam reviewed the flow sheets.

d. The survey team investigaled and s!udned e\pansu)n and lmproxemen[ plans

Investigation of raw materials

,I)

2)

Padalarang Pulp and Paper Miil ) )

a. The survey leam conducted a field survey on the hemp supply situation. -
b. The survey leam reviewed the data on Straw.

Basuki Rachmat Pulp and i’aber \Ii.ll

a. The sunvey team reviewed the samples of bamboo, coniferous trées and broadlea\ed
trees currently used, : '

Market research

t)

2)

3

The survey team acquired data from DGBCH (Directorate Genér’al of Basjc Chemical
Industries, Ministry of Industry) and IPPA (lndones:an Pap-er and Pulp Association)
on the supply-demand situation. The market pri¢es and d;stnbuuon channels wefe in-
vestigated mainly through existing sales ¢rganizations.

The susvey team visited the major consumers of the current producis of the two mills
and major consumers of the products within the scope of invésligation, and invéstigated
their evalualion of the quality and product prices of the two mills.

The survey team checked the current siluation thwugh duscuss:ons with persons $spon-
sible for marketing in the two mills.
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(8)

%)

4y  The survey team oblained samples of compé!ing products and ran comparison tesis after
. reluraing to Japan.

‘The survey team prepared a renovation program, in line with the background and purgose
of the mvesllgau()n, based on the analysis results of the field suivey, resuits of reviewing
exlstmg materials, and referel‘scmg the opImOns of related parties in and outside of the coun-

try. The renovam_)n program covers aspects of both hardware and sofiware.

When preparing the renovation program, an environmeéntal improvement of the mill sites
was faken into consideralion.

Fmanc;al anal)srs

- 1), lmesugauon of manufaclunng <osis

The survey team catcalated the raw material cosl for each type of product from the

. quantities of raw malenals, chemicals, ulilities and operation materials nécessary for
production. The survey {eam also m\eshgaled personnel expenses, administration ex-
penses, distribulion expenses necessary for sales, such as transportation costs and
warehouse charges, various taxes and interests.

2) Financial analysis

The survey team prepared various tables based on the data obtained through the field

m\eshgauon, by compalmg the profu and loss calculation for the case of continuing

the operallon asit 1s \mh an estimated profit and loss calculation after implementing

the renowallop ptoject. The difference in income belween the two cases was regarded

as the profi t of this renovation project, and the internal rate of return (IRR) and the

" lime requued for the relurn on investment \\erc calculated based on the estimated
' investment. '

Economic evaluation

The economic evaluation is made qualitatively only. The survey team made no quan(itative
evaluation,

Conclusion and recommendation

‘Fhe survey feam studied the investigation results in terms of national policies, socto-evonomics,
market situation, raw materials, manufaciuring equipment and technologies, conducted Mnan-
cial and economic analysis and evaluation on individual subjects, and evaluated the results
from an overall viewpoint.

Furtheemore, the suivey team pinpointed problems that are expested 1o occur in the course
of implementalion of this project and are making secommendations for countermeasuses.



(10) Htems of special attention

)

)

3)

1)

The susvey team studies the economics of the expansion p!ﬂh based on the investiga-
tion results of the market, raw malesials, technolog:es and eqmpmenl, and c!anl'ed
how it would favorably affect the reactivation of the existing mills and lmprowmem '
of the profitability of the mills.

In the study of new products, the survey feam reviewed profitability in Comparison with
thal fos the current products.

Particutar care was paid to the study on the base paper for processmg llke I\CR (copy-
ing paper) to the éxient of making a good balance betweén existing paper-making
machines and processing machines (coatess and others) that must be newly installed,
in addition to investigaling profitability and markel situation.

The survey team studied the necessity of technical cooperalion and technology transfer
to enable the (wo mills to cultivate sofiwaré (ability to solve problems) so that they can
adapt themselves (o changes that might occur in the future.

The survey team concurrently studied measuzes (0 be taken for enumnmenlal protec-
tion when considering expansion and ;mprmemem plans.

1-5 \Words of Apprecialion

During the investigaiion work, the survey leam was given much in lhe “ay of cooperahon facitities
and opinions by their counterparts, to nanme a few, Directosate Genérat of Basic Chemlcal in-
dustries, Ministsy of Industsy, the cooperation team of the Basuki Rachmat Pulp and Paper Mill
and the cooperalion team of the Padalarang Pulp and Paper‘ Mill, public organtzations like
IPPA, Stalistics Bureau, JETRO and others, and a number of privale enterprises. The survey
team wishes 1o express sincere appreciation for such cooperation and suppori tendered by all of

them.
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CHAPTER 2 PAPER AND PULP INDUSTRIES IN INDONESIA

2-1 Outline of Paper and Pulp Indusiries in Indonesia

The first paper mill was cOnsllucled in 1922 in Padalarang by the Dutch Colonial Government,
A small paper inachine producmg several tons a day sfarfed the producuon of bond pap<r,
typewriting paper and writing paper used by the colonial goveinment in 1924, The second paper
machine in Padalarang started production in 1932. The second paper mill was eslabhshed in Pro-
poringo in 1939 This is the present Leces Mill.

Twenly-two years latér, including the period of World War 11, the Blabak Mill was constructed
in 1962, the Gowa Mitl in 1967, and the Basuki Rachmat Mill in 1969 by Japanese reparations,
etc., and these mills started the paper pmducllon in succession. These five mills are national paper
mill¢ havmg m!ég;aled production facitities from pulp makmg to papermakmg These had been
no private paper mill until Nozee Indonesia Co. constructed a mill in 1974.

During the period of 197576 to 1980, moré than 30 private paper mills were constiucted in the
suburbs of large cities on Java Island, and the production rapidly increased from the level of
50,000/60,000tons a y )ea: to 374,000t6ns a year in 1983. The pxoduci;on capamy in 1984 is estimated

to reach 676,000tons a year, making Indonesia the lasgest paper producmg country of the five
ASEAN countrles.

On the other hand, whilé thére are abundant fiber resources in Indonesia, E4pulp mills are cur-
really producing only 140,000i0ns of pulp, and the insufficient domestic supply of pulp is one
of the major pioblems for the paper industsy in Indonesia.

The paper consumption per capila is extremely low, since the population is so large, the figure
being only about 4kg per capita, which is less than 3% of per capila consumption in Japan (146%g
in 1982).

The largest production item in Indonesia is printing/writing paper, which is followed by packag-
ing paper such as liner, ¢cofrugating medium and while-tined board.

The Iarges! import item is newsprint paper for which Indonesia has no production facilitics, followed
by Wrapping paper and packaging paper. The importation of printing/wriling paper is below
10,000t0ns a year. Apparently, the production facilities increased and the domestic production
is incieasing on the printing/writing paper, limiting the imporiation of this type pager to a relatively
small quantity.



In recent )ears, lhe actual producuon ol' paper ;s not mcreasmg propomonall) lo the increasc
of producllon capacu) The main reasons for this are that the domestically produced paper is

not compeéiitive with |mporled paper both in qualily and price and that many of these domestic
mills are in the process of expansions and renovations.

22 Position of Paper and Pulp Industries in Indonesia

Accordmg to DGBCI lhe paper and pulp mdus( ries are desngnated as lhe mOSi 1mp0rlanl mdusl nes .
in ihe country after the pe!mleum mdus!nes, posmomng aboxe lhe fertitizerand cemeni mdust ries.

The fouﬂh 3. )ear plan (l984 1988) schedules e\pansmn of lhe Leces \hll up io 90 000lons 3, _
year of newsprint paper and expansion of the Ciracap Mill to have a capacu(y of 90,000tons a
year of kraft paper with a total investment of US$3,238,000 (outofw hich USS1, 527 000 is borne
by the gov emment) during the peiiod.

The annual grm\th rale planned durmg !he fourth S-)ear plan lS 18.53¢%. When thls is compared
with the pational average growth rate of 5% projected with the brcakdmm of 17%% l'or heavy
chemical industries, 6.5% for light indusiries, and 3%% for small mdustnes itis appareni that
the Tadonesian governnient is placing priority on the paper and pulp industries.

Bemg an equipment mduslry, the scale of employees in !‘he papes and pulp mduslnes is small,
but during the penod of the forth 3-year plan, employment of additional 5 200p-ersons over the
present §2,000 persons is ahcduled, bringing the {otal number of emplo;ees up to 17,200 peisons.

Thus, the paper and pulp industries are one of the priority industries of Indonessa The Indone-
sian government is encouraging optimization and rational expansion of the existing mills. Thus,
the governmes is aiming al their growth to be competitive internationally so that the industries
will be positioned as export-oriented type of industries.

At present, however, the Indonesian paper and pﬁlb industries Yack in in_lerﬁalibnal COEHpe!ili\'c _
ability both in quality and price to a considerable extent, and for sometime to come, the industries
must be protected by means of holding a higher tariff barrier and so on.

2.3  General Policies on BRPP and PPM

Both the Basuki Rachmat Paper and Pulp Miil (BRPP) and Padalarang Pape( and Pulp M:ll {PP\i)
are pioneer national paper mills, T heir facitities are old when compared with other pmate mills
and the two are handicapped on geographical conditions and the av altablhly of raw materials.
Acvordingly, we have confirmed that consideration should be given 1o the follomng points as
measutes 1o overcome these handicaps.
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a. Optimization of production scale

b. Selection of production grades thal are competitive in the market

c.  Effective ulitization of domestic raw materials and restriction on importation

4. Aclivation as regional indusiries and stabilization of employment

¢, Conversion to export-oriented (ype of industey

f. Improvement to highly efficient facilitics with an investment as small as possible
g. Conversion to production of enérgy-saving type

h. Upkeeping of old facilities with complete maintenance

i.  Imporlance of education and training of all employees
PPM has a license for producing 6,000t61s of cigarelle paper a year and BRPP has a license for

producing 6,000t0ns of specialty paper a year. Therefore, the market research and equipment
studies must be conducied in detail for efficient production of these ilems.






CHAPTER 3  MARKET






CHAPTER 3 MARKET

3-1 Policy of Market Research

We have used data obtained from public organizations such as the Ministr y of Industry, Republic
of indonesia, Statisti¢ Bureau and IPPA (Indonesian Palp & Paper Association) as well as non-
public organizations like paper dealers and users.

When thefe was a discrepancy on data of the same subject, wé have revised it taking the actual
situalion into consideration. Such revision was particularly necessary when handling the data of
cusrent demand for making demand forecast on specially paper.

Our market research was conducied with a view (o plan renovation of both mills, Basuki Rachmat
Pulp & Paper mill (hereinafier r¢ferred to as BRPP) and Padalarang Pulp & Paper Mill (hercinafter
referred to as PPM), placing the imporiance on the following points:

(1) Colleciion of dala to forecast the future demand based on the past and present situation
of paper production, impori/export and sales in the Republic of Indonesia.

{2) Padticular emphasis was placed on investigation of supply and demand structure and market
size of specialty paper, cigarelle paper and printing/writing paper, all of which were very
closely related with the products of the two mills.

(3) We have cenducied the following investigation by confesring with the execulive members
of the iwo mills and by visiling users of their products accompanied by the sill managemenl

people:

a. lavestigation of sales aclivilies

b. Learning of sales policies : _
<. Investigation of quality evalvation in the market
&. Investigation of actual prices

¢.  Effort 1o transfer the software refated to sales

{4) Collection of materials to determine the promising grades for fulure production of the 1wo
mills.

(5} Investigation of conditions on competition beiween nationat and private enterprises and coni-
parison of the management status from sales viewpoint.

K]



32 Demand and Supply of Paper in Indonesla + + -

The records of production and sales in 1982 and 1983 and forecast for_l934‘és obtained from
the INDONESIA BUSINESS NEWS {1983 edition) are desesibed in this section.

321 Actual Production in 1982 and 1983

The aclual producm)n in 1983 was 374 31910ns, “hlch is an increase of 13 55% over lhe 1982
pIOdllClIOI'I (329,688t0ns). The produchon capacity is 505,00010ns, so that the rate of operauon :
was only 74%%s. The reasons for the lower rate of operation are (1) se&_efa! mills were under rémodel—
ing or expansion work, (2) the market was soft and, (3) somé grades were not competitive with ™
- imporled o_nés qualily-wise,

The main réasons for the soft markel are increased fuel price in Januvary 1983 (Rpi25/1it to
Rp135/1it on heavy oil) and devaluation of the Rupiah in March 1983.

3-22 Export and Import in 1982 and 1983

Impost . 1982: 306,995 & US$210,455,000 (@3685/1)

1983: 267,105 t US$183,206,000 (E$686/0)
~Exporl 1982: 5,200 1 USS 2,443,000 (€3470/1)
1983:. 10,706 t ©USS 5,790,000 (@$541/0)

The government determined 10 pay 15% of the check price as export subsidy starling from 1983,

3-2.3 Consumption in 1982 and 1983

1982: 631,483 (4.20 kg per capila a year)
1983:  630,7781 (4.10 kg per capila a year)

Decrease of purchasing power, lower GDP (2 - 3%3) and increase of the poputation are cited as
the reasons for the decrease of consumption per capita.

14



3.2.4 Governmend Plans for 1984

Production capacitly
The capacity is aimed al 6’?6,000!, or $33.86% of the current capacity of 505,000t in 1983. The
projected increase is 71,0001, out of which 110,0001 is on newsprint paper.

Consumpuon

106.22%% of 630,7781 consumed in 1983, or 670,0001.

Supply

As was in 1983, pélier will be 'mersul:rplied in 1984, To overcome Lhis problem, the gevernment

set the e\port target at 70, 000! In ordér to achieve this goal, the government is taking measures
of eéxport subsidy, as well as gurdmg the paper mills (0 reduce various costs.

Imp(nl

Saving ol' foreign cursency by about $30,000 OOOby deﬂ:fcasmg the impost from 267,1051 in 1933
(@183 206 000, @5686/0 to 228,850t (8153, 000 000, @ $669/1) in 1984,
Fhe gowmment plans to raise the rate of operation to 76% by saving on impot.

3-2-5 -Related Governmental Reference Materials

Table 3-2-1 shows the actual production, import, expost and consumplion in 1976 through 1983
by grades.

The forecast of supply-demand by grades for 1983 through 1990 is shown in Table 3-2-2.
The new installation and expansion plans are shown in Table 3-2-3.

The actual import records of pulp and waste paper in 1975 through 1983 are shown in Table 3-2-4.
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Table 3-2-1 Production, Import, Export

and Consunption

by Grades
1376 | s 1979 | 1380 | - 1981 sz | 183
E Newsprint - - - - - - - -
2 §_ wir 51,809 | 63,358 | 93,318 | 119,793 | 120,826 | 135,250 | 161,278 ] 172,934
- I3 & Sublotal 51,809 | 63,158 | 95,378 | 119,793 | 120,826 | 135,250 | 161,278 172,93s
o B2 |Nresping & packxaging | 4,101 23,500 | 39,219 | €0,457 | 63,639 | 13,222 | 161,935} 111,049
,é E toards 5,000 3,600 { 18,950 30,870 | 43,593 47,355 62,389 85,8?!
2 |2 8| cizarerce s | 90| 2,006 | 2,385] 2800| 20} 3,200] 3,09
G A swtetal 10,216 | 35,000 | 60,225 | 93,722 | 103,932 | 122,997 | 167,532 § 193,965
Others ) T4l S0 | ew|  es0] ske] 1,308| 878| 1,480
‘_ T Yorar 62,850 _95,658 155,203 |214,155 § 230,726 | 259,551 | 329,658 | 315,379
[, [reveeriat 67,454 | 45,950 | 90,274 | 22,6591 93,409 | 100,810 | 119,914 | 100,172
3, |9/ & bustness 56,675 | 32,122 | 23,600 | 23,655 | 15,262 | 15,550 12,062] 9,91
4 3] oeeers 1,80 ] 2,353 | 2023 | n208) 3,969] s5.182| s5.4%0] 5,766
VAT Tsubtotat 123,939 | 90,538 [120,967 | 98,553 [ 119,000 | 120,152 [ 131,836 | 115,805
o i:" Wrappiog & packsglag 43,18 | 71,205 6@,#33— 162,293 18,307 1 106,453 | 119,763 | 97,918
§. 5 Boards 62,450 | 43,582 § 27,390 1 27,524 ) 32,904 23,169 7 35,6567 28,405
= § E Cigaretie 6,610 8,5681 8,316 7,%32 8,162 | 6,450 L) 1,333
2 Fjoters 8,585 | 3,908 | 4,522 | 6,718] 10,598 18,591 10,851] 11,350
Subtotal 116,255 [127,259 §106,877 |183,697 : 160,571 | 152,708 | 362,235 | 145,613
Stkers 2,987 | m,t62 | 9,200) 10,335} 2.8s3) 028 s,021] 6,615
Total 283,261 |228,855 (237,058 [252,625 | 287,833 | 229,875 | 367,065 | 257,105
5’5 wir - - -1 5,507} 6,891 s v} o200
¥ |Weapoleg & packazing - - - =1 sslonase] s3] e
Newsgrint 69,555 | 55,959 | 90,274 | 72,6577 99,509 {100,410 { 119,934 { 100,122
V/P & busicess 166,685 | 95,280 (123,049 136,972 | 329,197 P 149,795 | 17,953 | 175,403
- Gther evltural peper | 1870 1 2,353 2,023 | 2,268| 3,969] 5,282 54| 5,988
& Vrapping & packagicy | 42,262 | 93,705 j106,122 J162,760 | 272,950 { 078, 55 | 232 684 | 205,761
£ Boards 67,420 § 53,152 | 46,330 | 58,33 ) 176,492] 22,538} £8,085 | 145,5m
g Cigarette 1,125 | 100488 ¢ 10,122 | 951r} 11,402 8590 | 10,387] 10,23
. Inlusteial boacd 4,585 | 3,908 4,529 | 6,748 10,598 15,591 ] 10,451 11,150
Gtters L a2 ne2 ] a0 | maos! seie| 8,m8] a,59] 8685
Tetal 365,701 [321,533 | 392,247 [515,203 } 512,259 | 538,202 [ 631,893 | 620,778
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Table 3-2-2 Supply-Demand Forecast (1983 -~ 1990)

Supply Forecast (Unit: 1,000 t)
1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990
':‘3 Newsprint - - | 76,5} 76.5 | 76.5 81 | 85.5 0
a 'é u/p ' 179 | 246 | 257 | 310 318 | 395 | 4o06| 406
32| ‘sudtotal 179 246 1333.5 |387.5 |454.5 476 }491,5 496
B Satk kraft Z = | 26| 1s0 | 246 | 258 | 270 283
,3 Kraft liner 56| 72 123 132 275 | 284 293 293
§’; Fluting médium 39, ‘ 90 104 113 114 116 119 119
2 &|Boaxrds 102 128 | 131 151 156 157 161y 233
o Subtotal 247 | 295 | 436 | sa6 | 791 | 815 | 843] 928
Cigaréette 29| 5| 10.6 | 10.6 10.6 | 106 | 10.6] 10.6
5 |Tissue 1.8} 14 14 14 14 | t4.s 15 16
'f; Others B , _ _
Subtotal 4.7 19 | 26.6 | 24.6 | 24.6 | 25.1 | 25.6| 26.6
Total [30.7 | s60 | 792 | 958 (1,270 1,316 [1,360]1,480.6
Demand Forecast
1983 | 1984 | 1985 ] 1986 | 1987 | 1983 ] 1989 | 1990
d |Fewsprine 100 | 107 | 115 § 123 | 131| 140} 149] 160
§ *g w/p 183 | 200 | 220§ 236 | 255| 276} 299| 325
3 8] subtotal 283 | 307 | 3559{ 359 ] 386| 416} 4a8| ass
, [sack krate 52 s9 | 66 74 82 91| 102| 115
,3 Kraft Yiner 82 93] 105 | 116 { 130| 145| 162] 182
::.,’,5 Fluting medivm 68 77 85 95 1069 122 141 159
E § Boards 94 105 | 127 | 134 | 16| 163 176§ 199
Subtotal 296 | 334 | 3717 | 419 | 467 s21| ss1] ess
Cigarette
i [rissuve 60 |t 68 18 86 96 ¢ 107{} 120}F 130
g Others = . _
Subtotal 60 | 68 78 86 26| 1072| 120] 130
" Total 639 | 709 790 | sea [ 949 | 1,044 | 1,140} 1,270
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3-3  Estimation of Demand by Grades

A macroscopic view on the supply-demand situation is described in 3-2 based on dala oblained
from governmental organizations, However, the data used in 3-2 does not show the actual piclufe
in reviewing the grades that are closely related with BRPP and PPM 6n the following points.

(1) The classtf‘ cation of paper is not clear and even secondary proéessed goods are mcluded in
the paper category. :

@) Asthe habll of tax pa) ers in Indonesia, all of the manu I‘aclurers, agenls and dealers of paper
are apl to report the sales at a lower level.

(3) A considerable past of paper on which the imporl duly is low for e\amp!e. aboul 30% of
ne\\spnnt paper, is being used for other purposes like w rappmg paper, cigarette paper and _
book paper. Special type of thin paper is bemg nnpo:led as lightweight grade of woodfree
paper. Thereforé, the classification of specmlly paper is 10t clear.

(4) We have chécked the statistics of paper expoited from Japan to Indonesia, and we found
targe discrepancies on the export clearance figures in Japan énd imporl clearance figures
in Indonesia. This is another reason for us 1O say that the dass;l"catlon of sp-eually paper
is not clear.

In consideration of these points, in this clause we estimalte the demand of sm:al(; paper based
on the investigation result conducted mainly on specialty paper.

In other words, on the demand for 1983 through 1984, we prepared Table 3-3-1 based on the
hearing from paper trading firms and dealers in Jakaria and Surabaya.

3-3-1 Basis for Demand Estimalion

(1) Fousth 5-year plan

Since we were unable to find out the demand growth sate By paper grades conceetely in the
5-year plan, we set the JETRO Survey figures of 5% statéd as the GDP growth rate in In-
donesia and 3% as the growth rate of manufacturing industsies as the basic giowth rates.

Q) Configuration and change of paper demand

a.  The growth rate for general industrial paper is set at the same rate as that of manufac-
turing industaies.

As for cultural papers, it seems that light and soft wrapping papers, such as, glassine
papers, ccllophane, manifold and greaseproof paper are rapidly being seplaced by plastic
film and their share will decrease.
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b. Since it is said that the nuimber of people who snioke incicases by about 7% a year
(hearing from management peop!e of a large tobaccd manufacturer), we estimate that
the cigarette paper demand would increase by about 79%. The configuration rate bet-
ween bobbin (mechanical rolting) paper and sheet (manual mllmg) paper would be chang-
ing moré toward the mechanical rolling.

¢.  NMNewsprint and wntmg/prmhng paper seem (o grow al the same rate as the GDP growth

: - raie. Il the compulsory education system is completely reatized from September 1984,
the number of scheol children will increase year by year, and it can be expected that
the growth rate would be greater towards the latter part of the S-year plan than the
curient forecast.

d.  Automation of office work Is proceeding on a world scale and Indonesia is no excep-
tion. The propagahon of computer use will expand more than it looks on the susface,
and for this reason, we estimated an annual growth rate of about 20% for form paper
and computer paper.

€. ]i looks that carbon base paper will be gradually replaced by non-carbon paper (NCR)

‘ and stencil papér by ordinary paper (PPC). The share of specialty paper in this field
will decrease, but we estimate that the absolute quantity will remain unchanged,

f. Thus, this clause deseribes the demand estimate mainly on specialty papes. On industrial
paper like containérboard and white board, we estimate a 9.5% growth, taking the
average growth raie of manufacturing mduslnes

Reference:  GDP growth rale
First S-year plan (1969 ~ 1974) 7.7% (Actual)
Second S-yesr plan (1975 ~ §979) 6.9% (Actuat)

Third S-year plan, 1980 9.9% (Actual)
1981 7.9% (Actuat)
1982 2.25% {Actual)
1983 2.25% (Actual)

Fourth S-year plan {1984 ~ 1989) % (Forecast)

of which 9.5% is for
manufacluring induslries
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34

3.4.1

(1)

Sales Activities
Distribution

The distribution system of paper in Indonesia is as shown in the chart below, and it is not
much differént from that of Japan.

Manufacturer |——=] Agent - Dealers J End User

Converles

“The actual power of distribulion is in the hands of Chinese mesrchants. The informalion net-

@

work of Chinese merchants is so developed that it is said even large foreign trading firms
cannol compete. The Chinese merchants aré said to have an information nelwork that enables
them to control the prices ¢onstantly while watching the batance of production and inven-
tory covering the domestic product and imported paper.

If the governmental enterprises are 10 enter the general market on a real scale, sales policies
musi be established based on thorough recognition of this sitwation. Through the market
research conducted lhls time, we reatly felt that the governmental enterprises are very weak
in sales activities. Training and récruitnmient of competent salesmen are extremely important.

In reflection of the soft markel, manufacturers have been placed in an inadvantageous posi-
tion recently on the payment. A 30-day promissory note was a conventional paymenat form,

& but recently, the term is becoming longer to 60 da)s 70 days or even as long as 90 days.

3

)

\lanufaclun’[s are handicapped on the money flow.

Paper dealess are operating mainly in Jakarta and Surabaya, and Semarang.

Table 3-4-1 shows major paper dealers in Indonesia.

The scale of these dealers is rather small. Most of them handle 200 to 400t of paper a month,
having 10 to 30 employees. Some paper dealers have bases in Singapore and Malaysia, and
they constantly travel these areas for information gathering and sales aciivilies.

Geaerally, needless to speak of salesmen in the agencies of Chinese paper manufaclurers,

salesmen of the manufacturess are making sincere elforls and conducting energelic sales ac-
fivitics, National enterprises must learn much from these private entesprises.
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3.4-2  Supply-demand and Mill Location
It is assumed that 80 to 90% of the paper consumpiion is on Fava istand, and especially, the ratio

of processing and consumption is high in Jakaria, Surabaya. Semarang, Malang. Kudus and
Jogiakarta. : : _ ‘ :

Thin papers ¢an only be processed by qualified converters tocated in large cities, and essentially,
piocessing and consumption of thin papers aré conducted in the said large ¢ities alinost entirely.
In most cases, pnvalc paper enferpriseés ha\e mills in places that are close to farge consumplion
areas when compared with government-owned paper mills, and they are in an advantageous posi-

tion in all aspects of production cost, sales expenses, information ¢olléction and éxchange.

Map 1 shows the paper and pulp mills on Java island.

343 Major Consumption Areas and Consumplion Pér_ Capita

The estimated paper consuinption per capita in 198415 4.310 4. 4kg and perhaps 6.6 to 7.5k g in 1990.
The estimated population is 161 16 162 million at present, out of which the poputation in urban
districts is about 24%. The population of ten large cities accounts for 10.4%% of the whole

population.

The estimated paper consumplion in vrban districts is about 9’0"| of the whole consumphon and
in ten large cities is estimated o be about 60%%.

Accordingly, the estimated annual paper consumpuon pef capilain tén Iarge cities s aboul 28kg, '
which is still below the consumption of \lala)sna in 1981 (32kg) or Smgapore (6? kg).

The poputation statistics are given in Table 3-4-2.
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Table 3-4-1 ‘List of Indonesian Dealers in Paper
(Mill Representatives Included)

Surya CV

Mas Djawa (Java) PT
Surya Keitas Jki

Pantia Warna PD
Nasignal PD

Raksa PT Lte.

Khioe Chiang Ho Firma
Sutio Jaya

Kresna Nurani

Masa Semil :
Sion Trading Co. CV
Sam Looking & Co. NV
Sinar Abadi PD

CV Pelita

Pelita Cengkareng

Wara Djaj-a'Trading Co.
Nuree Indonesia Paper
Surya CV

Impama

Cinjoe Jaya PD
PT Tjiwi Kimia
Karya Nusantara
Papyrus Djaya PT

Tri Tunggal Utawa PT

JL
JL

L

I

.

i
It
.

JI.
JL.
Jt.
Ji.

M.

3.
31

JL
i1 %
Jl.

I
1.
JI.
JL
3.

Jl.

Perniagaan §

Peiniagaan 13
Perniagaan 16
Perhiagaén 28
:Pé'mia'gaai_l 44

. Periagaan Timur 11A

'Pé:niagaan Tiatur 56
Perniagaan Timur 50
Toko Tiga 12

Toko Tiga 57B
Toko Tiga 74

Toko Tiga 80

Pintu Besar Sclatan 1/8
Pintu Besar Selatan 85 atas
Pintu Besar Selatan 89/91

Pinangsia 73
Pinangsia 83
Pinangsia Timvr 48

Tiang Bendera 73 i
Pejagalan Raya 83 A
Kalibesar Barat 8§
Veleran 111/9
Ceylon 36

Biak 8
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JAKARTA
JAKARTA
JAKARTA
JAKARTA
JAKARTA
JAKARTA
JAKARTA
JAKARTA

JAKARTA
JAKARTA
JAKARTA
JAKARTA
JAKARTA
JAKARTA
JAKARTA

JAKARTA
JAKARTA
JAKARTA

JAKARTA
JAKARTA
JAKARTA
JAKARTA
JAKARTA

JAKARTA



Table 3-4-1

Name

EAST JAVA

fUD. Naslonal
- UD. Blma
'VPT ‘l‘ppta Niaga _
‘UD ‘Ancka Basu Kertas
PT. Sah Sugih
‘ UD Nusantara
- UD. Ancka Kerlas
Toko Inleijaya

I ‘:°~":-*.‘,1:z~>f."_i:-.

CENTRAL JAVA

.  PT. Sumber Jabaru Sakti
2. PT. Sarana Mas
3. PT. Margono Dian Graha
4. Toko Jaya Baru

w‘Esr JAVA/ZIAKARTA

1. PT. Pelita Satwika Sakii
2. PD. Nasional

—Jin.
—IJin.
—.!ln_.
—Jln.
—Ha.
—3th.
—JIa.
~—£llh.

-—3n.
—Jin.
" —Ha.

—IJin.
—Jin.
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List of Distributor/Ageats -

Address

Panggung No. 26, Surabaya )

‘Karet No 9, Surabaya

Ra,a\\ah No 54, Surabaya 7

Perak Barat No. 91, Suraba)a ,
'Rungkul Industei 111/33A, Surabaya
Kenjean No. 434, Surabaya

Karet No. 100, Surabaya

Karlini No. 2, Denpasar, Bal

Mt. Haryono No. 104, Semarang
Sorogenen No. 55, Solo
Petudungan No. 27, Semarang

P. Jayakaria No. 44, Jakaria
Pesniagaan No. 46, Jakarta



- 1980 -~ 1980:. -~ Population cénsus

“Table 3-4-2 Regional Distsibution of Population

1983 — 1988:° National Development Planning Agency, 1984
Unit: million -
" District Cags0 | 1983 ] 1984 | 1985 1986 1987 | 1988
_ — B - —
Java 936 9569 61.12) 100.7 1025 1044 1060
Sumatra 258 o | 32 | a0 340 350 360
Sul . LG ’ (19.5%) ; i : ’
Kalimantan 63 74 76 13 30 8.2 84
' X ( 4.2%) ’
Sulawesi 10 i 113 16 ns | 2o 123
: ) : ( 70%) R ‘ ; :
- Bali & T 91 L _ S
Nusatengara 89 { 5.6%) 92 24 96 98
i 29 . Cag
Irtanjaya 238 ( 15%) 29 30 30 3t
Fofal 1468 | 1581 | 616 | jes2 | 1687 1122 | 1756
. i i (1007%) ’ ’ ) ’
162.2 (UN: Population of the World)
Growth of Population
: " Java 2 1.8%, Sumatra :30%, Kalimantan : 2.5%
Sulawesi  : 1.7%, Bali & Nuszleagura : 1 9%, liianjaya - 20%
Avérage 1 2.0%, Of which 1983 — 1988 ; Usban 5.0%, Ruwial: 114
Uiban ... 1983 379 mil. (24%), 1988 484 mid. (2§%)
Rural ... 1983 120.2 mil. (765%), 1988 ° 12722 mil. (72%%)

10 Big City’s Population

Jakaria 648}
Surabaya 2,018
Bandung 1,461
Medang 1,374
Semalang 3,025
Palenban 787
Ujung Pandang 08
Malang 511
Solo 470
Jagyakarla 398

‘ ‘15,233
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3.4-4 Sales Organization and Training of Salesmen

)

@ T

3)

()

(5}

)

We cannot help but say that government-owned paper mills are léss active than privale paper
mills in sales, and govérnment owned paper iills miiét réarrange the salés organization and
train their salesiien so as 10 strengthen the sales force. If the sales force cannot be strengthened,
government-owned paper mills will not be able to inc¢rease the sales quantity and earn mose
profit, even if they could produce higher guality paper. :

The top management nirust review the existing sal_es' system, slr‘ehgthen the syst¢m and train
the current salésinen. The sales activities of management level as done at present are limited
sinc'e they are extremely busy,

Wc recommend that competent salesmen be stationed in major consummg areas and lhey
call on major customers and paper dealers periodically, at least once a week, of preferab!y
(mce a week, 10 gathés information, try to éxpand the sales, and hand!le all complaints. Bolh
mllls have a liaison office in Jakarta and Surabaya, bul BRPP Surabaya office only is engagmg

" in aclivities that might be calted sales activities.

Emphasis is placed on the following points in order (o stimulate the sales activities.

a. Estabhshment of appropriate sales s) stem, clanl'cauon of li‘sponSlblhly, and transfer
of competence.

b. Pursuance of the concepl of “*being in the market’ by the production people as well,
_which is a basic point of tolal quality control activities.

¢. Stabilization of the product quality, énabling the salesmen (o engage in pési!i\'e sales
aclivities for expanded sales without being occupiéd in office work only.

The quality and training of salesmen are most :mponanl Salesmén must have the abilities

of at teast mastering the following kno\\ledge. and must organically combine the knowledge
and efficiently use it as needed.

a. Merits and demerits of own and compelitors’ producis.
Cost of own products and eslimated cost of compelitors® ploduels
¢.  Method of price selting (estimation)

&

d. Prompt response to complaints _

e. Correct understanding of customess’ requirements and prefesence
f.  Understanding of business and procurement policies of customers
2. Advertising of own mill

Recruitment of compelent salesmen is exteemely important. It takes five 1o seven years to
train professional salesmen. Therefore, employment of expericnced salesmen, picking them
up lrom private enterprises, should be an idea.

28



(7)  Under this renovalion project, we plan giving training to selected qualified persons at the
managenient level for three months by foreign instructors during the first stage of training
and education. ' '
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3-5 Quality

()

@
- ducted in Japan, are shown in Tables 3-5-1 and 3-5-2 and Fig. 3-5-1. 1i must be noted (hat

ROR

C)

(5)

On almiost all types of producis, the quality is not up to the standard that is recognized inter-

~ nationally. Furthermore, the quality of paper that is produced by goverament-owned mills

is niuch lower than the paper produced by private enterprises.
The test resulis 6f samples from the two mills and samples from competitors® products, con-

there are many useis who wish to purchase a larger quaniity should the quatity of paper
produced by the (wo mills be improved.

The table below shows the evatuation results of users in Indonesia.
No. 1" group No. 2 group _ No.3 gioup

Writing/printing CK, IK, PD GW, BR LC
paper
Coaled pager P SK GW
Boards SK s

CK: Ciwi Kima BR: Basuki Rachmat

IK: Indah Kial GW: Gowa

PD: Pindo Deli SP: Suparma

SK: Surya Agung Kertas LC:  Leces

Usess prefer paper having a higher brightness. Brighiness of while paper that is fiked is ob-
tained by proceSsEng with a fluorescent dye rather than brighiness oblained as a result of

= using white pulp. Although the worldwide trend is toward restricting the use of ﬂuorescem

dyes for health réasons, but no éstriction is enforced in Indonesia.
It must be noted that important elements of the qualily ar¢ processability, printability, con-

trol of static electricily and finished state (packing material, packing form, state of cut sec-
tions, existence of paper dust on the sheet, etc.).
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Table 3-5-1 Printing Paper Quality Test Results

BRPP ‘rep | Spwya | Idpah el . Keces €C4bL - Cidl
- L Kértas Kiat R B Kiafa Kimia
Sa=ple Wrfting | P/W YR T efe. 1 e ey v I
paper paper " paper paper ;
_ - peper | paper, 2 paser, | paper,
Flea 80 g/s? 60 gfn? 160 g/n £0 gf=® 180 gfa
KaZe oa {Made o Madé oo ] Made on | : )
| #ar. 3785 | Dec. 383 Jan 2288l {pec.24:83 _
Basis welght ars? | 80.7 £3.5 89,1 | s0.7 60.0 i 30.7. | s2.0 83.5
Thickness m | 0.110 0.033 § 0.081 o.017 0.050 [.0.067 |0.055 0,106
peasity gfend] 0.23 | o | o722 | .79 075 | 0.6 | 0.80 0.9
Brighteess, front 2| #0.0 | 8.0 1.0 8.5 | 832 180 .| 851 ! s5.0
{Fhoto volt) ] 7 ‘
back iy sose i8.9 | 8L.0 £2.0 8%.0 8.9 8s.% €.0
opacity 1| 2.0 | 857 | 185 87.0 | 82.7 i6.s | .2 87.1
S=octboess, froat see 37 22 84 57 50 50 95 5
{2c11) o : : : . . 2 _
‘ back sec 3 22 43 53 3 35 83 - 22
Shives and specks  mlf100g 102 25.6 | 29.6 16.6 9.¢9 8.93 ; 2.9 1 12.8
: o P : A L. R .
Tebsile styeagih, K.D. rg] 5.03 ¢ wss | 3.8y .10 ¥ 392 1.82 i 3.75 6.60
1 S - H
c.p, kg 2,24 5 200 | L2¢ [ 37 1.9) 1.ss ) o2es 3.95
Elcogatica, o sC.o. {1.6/30 5.6 10330 Prssas in.'u's.o 1.9/3.9 1.873.8 | 2.6/5.5
BreaXlog lemgih, N-D. ) 416 i &7 § 5.20 i 5.50 4.36 $.02 s.81 5.28
c.o. wa| 185§ or9scl ez § o333 i 2. | 23 | ode0 | odas
Stiffeess  H.0. cadf100g} 8.0 59.3 1 2.6 ' 337 s2.5 | 3. 3.1 1 su.9
. ; : ‘
c.o. cadficog] 351 3.8 | 109 ! 123 19.5 | 16.% 210 59.3
L] 2l 3 .3 : R F
i H i . £
Afv pesmesSility sec 52 £ ; 63 1 65 1 125§ 1.0 6.2 . 22.3
i . i
Sieing sec 32 23 i 8 & 5 ! 6 11 31
- i ] : :
Plcking, frentfback A "t;‘:o‘g 0 ¢ 22 i wr 1 a2 2 343 l I
Ash ccatent t{ 0.1 7.6 | 6.3 15.3 | 10.1 7.6 s.1f s
Molsture ccatent Y 7.0 7.3 7.4 l 6.8 1.6 7.5 7.5 | 7.6
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‘Table 3-5<2 Litho Paper Quality Tesv Results

BRPP

Léces 1

S , Indah Leces 2 |Saraswati
~ Sawple .| Litho Kiat | Litho Litho Litho
: : . paper Litho paper paper paper
Eten ' R _papeér; . . o
TOngm2 70 glm2 70 glm2 70 gfmz 10 g/m2
Basis weight gin? 69.5 75.2 81.8 1.4 70.6
Thickness ma | 0.147 0.200 0.13% 0.118 0.144
Density gfm3 | 0.47 0.38 0.61 0.61 0.49
Brightaess, front Z 77.0 81.7 80.3 79.8 74.1
back  Z| 75.2 82,4 80.4 78.2 73.9
Opacity x| 0.7 | 91.2 88.8 94.5 92.8
Smoothness, front see¢ 6.0 8.5 8.5 11.0 5.5
back  see 3.1 5.1 6.1 5.8 5.1
Shives and specks emlfkg! 103 6.38 32.7 27.9 98.8
Tensile strength e
M.D, ke i 3.71 4.35 5.38 4.38 2.60
c.o. kg - - - - -
Elongation, - . _ -
H.n./c.p. z1 1.4/- 1.2/~ 2.21/- | 1.6/- 1.2/-
Breaking 1ength,
M.D., km | 3.56 3.86 4.38 4.09 2.46
C.D. ka - - - - -
Air perceability sec| 9.8 11.0 6.4 4.5 6.0
Sizing ‘sec 1 14 3.6 0 7.1
ozl TP up to 2/ ‘ra up o 2f] up to 2/
picking, f;ontlback A “up to 2 2/2 | 2fup to 2 wp to 2| up to 2
Ash conteat z 9.2 15.3 5.7 14.9 2.6
Moisture content Z 7.1 6.5 7.9 7.8 7.3
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3-6 Prices

)

2)

In lli_dohesia, paper prices aré quoted based on the imported paper prices. This is because
imporied paper occupies about 60%% of the whole consumption and the quafity of imported
paper is good.

Pan:icuiar atfentlion must be paid to the fact that the unit of sales is by ream (500 sheets)
rathér than kg.

Exafple: Cigarette paper
Impornt
24p/m? $08mm X 762 mm = 0 387m¥/sheet, 4. 645kg/ream
l)omesllc producis
26g/m? 510mm x 765 mm =0.390m?¥/sheet, 5.072kg/ream
Do:;ie;tieally ptoduc‘ed paper has the folk‘:wing losses:
\‘.’eighi loss (ba's"is weight loss)
(26 24) = = 24%100=8.33%

Slze 10ss
(0. 390 0. 38?) 0.387 < 100=0.78%

\\'he‘n domestically produced paper‘ is sold at the same price per ream, slightly over 11%%
dnfference is created in the final yield, and thisis a dlfferenm which cannot be disrégarded
from the manufacturing cost viewpoint.

(3} The teend of ptifes of major types is shown in Tables 3-6-1, 3-6-2 and 3-6-3. Paper made '

@)

(5)

by govérrimem-o}\'ned mills is sold al about 10% lower prices than those of private mills
since the quality is inferior and the sales abilily is behind those of private mitls.

Price premium is applied for lighter substance (g/m?) and for sheets as against rolls as a
general rule.

An éxlira price is sei separately for delivery (0 remole areas.
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Table 3-6-2 Woodfree paper prices

Indah Kial Endah Kiat Indah Kiat BRPP
mswign | see | DB | e | wmsd | s
gfm’ cm pee riem perkg perkg perkg
43 65 x 100 10,500 M9 761 — 768 600
63x975 10,100 7308 275 — 782
50 65 x 100 11,800 726.15 770 — 777
' 63x915 11,300 735.85 780 — 787
65x 87 10,500 74270 187 - 795
61x86 19800 74723 792 — 800
58 65x 100 12,600 668.45 708 — 715 .
63x975 12006 67365 714720
65 x 87 11,100 67635 717724
61x386 10,400 68160 724 - 731
60 65 x 100 13,000 666.67 07-13
63x925 12,500 67833 9 - 16
65x81 11,500 61187 718 - 725
62x86 11000 637.67 719 - 7136
79 x 169 17,600 68130 722 -729
70 652 100 15,200 668.13 708 - 735
80 65 x 100 17,300 665.38 705 - 712
65 x 90 16,100 638.03 729 - 736
61 x 86 14,300 63147 722 - 129
79 x 109 23,700 63803 729 — 136
100 65 x 100 23 800 67017 711 — 7i8
165 61 x 107 39,000 659.40 699 — 706
65 x 100 35,500 662.00 702 — 708
61 x 86 28,500 65857 678 — 765

Generally, the price for 1 riesn of HVS 60 2 65 x 100 is 14,500
(Indah Xiat and Ciwi Kima), 14,250 (Supzsma) and 13,000 (BRPP and Leces).
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Tabie 3-6-3 Spedial€y Paper Prices

o Basis Siée _ Hér;'féé'; _Har._'84
Grade weight Price/eien | Pricefkg Remarks’
L | @mD] () (Rp) (Rp).
Manifold (white) | 28 |44 x 69 3,650 859
" (color) | 28 14t x 69 3,850 706
Glassine (white) | 28.5 |75 x 100] 16,500 - 1,705  |Matnly ;
(cotor) | 28.5 |75 x 100]| 13,250 1,783 |Produced by -
. o _ Jujo
Greased-proof 38.0 175 x 100 18,000 1,263 |Not clear
Cigérette paper 151006 2’25?7
France ~ 18,000 ~ 2,709
Japan 10,000 1,505
Dozestic: -
Silver bird 6,300 1,242
Golden bird 6,500 1,282
Eagle 8,500 1,676
11,000 2,169
Imitation France ;,12’000 2,366
Poster Paper 40 79 x 109 17,500 1,017
Oné time .
Carbon base Roll $930/nT Roll
Ribbed kraft 38 70 x 120 17,000 828 | #Hade in
j . . China
Onfon skin 30 68 x 88 24,000 Hade in ,
2,674
West Germany.
Woodfree 60 Roll 300 | Roll |
form paper
2,300 Resin price
Oriented 1 A 3,000t 1,300 Rplkg
polypropylene {Tariff)
NCR
Pusakaraya
NCR Production &
sale started
in 1983 at
3 t a day.
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3-7 ‘Trading and Tariff
3.7-4 . Export

Exporl of papes started in 1979 with a quantily of 6,507tons, followed by 6,9491ons in 1980,
1,148tons in 1988, 5,200tons in 1982 and 10,70610ns in 1983. In 1979 and 1980, almost ali quan-
tity exported was printing/writing paper. The export duplex board staried to grow in 1981, and
1983 marked export of 3,636tons of boards.

Printing/wriling paper and boards are the two major paper producis of exporl, and both of them
are products that are produced in excess. The Indonesian government started the incentive policy
for export by paying 15%%s of the check price 1o the exporter. The export target as s¢t by she govern-
ment for 1984 is 70,00016ns. Whether or not this goal can be achieved depends on how ali enter-
piises can build the international compctitive power by fully utilizing this subsidy system.

The Indonesian government is planning expansion of produciion by 830,000tons in 1985 and
1,430,000tons in 1990, and these exceed the estimated domestic consumption by 40,000 and
150,000tons sespectively.

Since it is estimated that the quantity of imported paper will stay at a level of 200,000tons, the
overproduciion problem cannot be solved unless 200,000 to 400,000tons are exporied. The most
imporlant matter is that the Indonésian paper manufacturéss become competitive in the interna-
tional market both in quality and cost.

3722 !rhporl

Since about 1975, Indonesian import of paper has been at a level of 200,000t0ns a year. Many
paper manulacluring companics were established and started production in succession since 1975,
but the quantity of import has nol declined. The most important matter in relation with the paper
import is that Indonesian paper manufacturers become internationally compelitive in the grade
of paper where they have enough production capacily.

313 Tanlf
Table 7-3-1 shows Indonesian tariff rates of major paper products.
Generally, the tariff rate is low on paper that is politically important (newsprint paper) and those

used by goverament-owned enterprises (kraft paper for cement and feelitizer). However, the level
of duly is genel_all)' high (import duiy 60% and sales 1ax of imporied goods 10%3).
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No duty is charged to imported waste paper and pulp at present, but there Is a sign of applying
protective tariff in the near future. If protective tariff is appti_ed to pulp, goverament-owned mills
that produce pulp beconte very advantageous. The tariff policy of the government plays a véry
important role in the sise and fall 6f the pulp & paper indusiry and it is assumed that the high
tariff policy will fast until the Indonesian manufaciurers develop themiselves to be internationally -
competitive. : ' ' o
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Table 3-7-1 Main Paper Import Tariff Table

rate

Description of goods Farif( :
Imp. duty | Sales tax
Rews print 20%Z 10%
'ﬁflﬁtinglﬁ}itiﬁg ' 60 10
' Yor news-printing 30 5
Kraft liner ‘ . 60 10
Sack kraft paper 60 10
_ - ... Por cementffertiliser sacks 0 0
Kraft p&pey board | 60 - 10
For formica industry 20 10
Semi-chemical fluting industry 60 10
Sulphite wrapping paper 60 10
Paper board 60 10
Cigaretie papex
7 In_sﬁgets 60 10
7 In rolls/bobbins 30
Blue match-box pagpex 15
Baglie paper for duplicating and cavbon paper 10
Glazed trasparent paper 60 10
For industry 30
Kraft paper 30
Tissue paper 30
Carbon and similar copying paper, steacil 60 10
Duplicator 40 10
Hetallic paper for paper condensor 20
Pattern paper for formica industry .30
Punch cards 0-5 0-5
Cigarette paper
In thé form of ribbon or rolls 30 S
In the fora of booklets or tubes 60 10
ﬁ,C,R. paper _ 60 10
Heat transfer paper 10
Confectfonary wrappers 30
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3-8 BRPP Evaluated from Viewpoint of Sales
3-8-1 Product Grades

BRPP pmduces fine pa]ier of H\'S and HYO, Iulho paper and drawing paper, but none of lhese
have chérac(enslscs that are unique to the mill.

The mainstream of basis weight from now on is 45 to 80g. The average setling price in 1982 was
Rp591.14, the average price in May through December 1983 was Rp603 82 When this is com-

pared with the HVS selling price of Rp66S 10 740 in the general markel toward the end of 1933
BRPP producls are sold lO 16 21% cheaper.

The peicentage of second grade paper among the wholé productidn is about 15%s, which is ab-
normall) high. The second grade paper is sold to a subsidiary notebook company {Iécated on
the same prémises) at a discount of 20%.

3.8.2 Locationral Conditions

Being located at a place'aboui 300km from Sutabaya and about 1,100km from Jakaila; BRPP
is quite far from the main market, and when compared with competitors liké Ciwi Kimia, Susya
Kertas and 6thers, BRPP is handicapped in the location. The breakdown by selimg dlslncls is
70% in Surabaya, 20%s in Semarang and 10% in Jakarta.

The transporlation cost is Rp11/kg to Surabaya, Rp20/kg to Semarang, Rp31/kg to Jakarla.
‘The cofparatively large share of Surabaya district in the (otal sales is apprecialive, but the sales
in this district must be expanded since BRPP is still behind the others.

3-8-3  User Coafiguralion

Since BRPP manufactures and sells ordinary products of psinting/wriling paper, it has no special
user, with an exception of HVS for notebooks, which BRPP seits (o notebook companies of their
own and others.

BRPP has two selling channels, one ditectly (o end users and the other lhtough agénts and dealers
In spite of the fact that BRPP is a mill operated by the government, it has no customers among
enterprises that are operated by the government. We seriously queéstion about this and believe
thal BRPP should 1ake more positive actions to seli 1o enterprises opetated by the gm'eém'ﬁenl.
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We also think that, as long as BRPP has ils own notebook plant, the plant should be expanded
to increase the ratio _of;p.roc'essing its own products, as well as adding more value to the products,
thereby increasing the profit.

3-84 PBquipment and Cost

General type paper like prinling/writing paper is overproduced in Indonesia even now, and as
is clear from the governdiental plan for the future, the degree of overproduction will become even
greater.,

Ai‘cord_i ngly, we recommend that the equipment b2 renovated to be able to produce paper of higher
added value (low basis weight high quality paper, specialty paper, el¢.).

With régard to the finishing process we can say that the fi nishing work, product warehouse space,
transportalion equipment within the plant, and packaging are all in good state.

The administrative practice is exceltent.

3.3  Quality Evaluation in the Market

Wilhin thé limitéd research done by ourselves, visiling users in Jakarta, not a few of them, even
dealeds, werse aware of what kind of papér BRPP was producing. Therefore, we eannot report
aboul the evaluation of BRPP products in theé market.

In Surabaya, which is the main market of BRPP, BRPP producis are ranked at the lowesl posi-
tion as described in 3-5. BRPP producis are evaluated very fow and this is allributable fo the
uns!ab:hzed quaht) Even sample books, which are vesy tmporlanl for sales activities, contain
dust or lhe color shade s different even on Ihe sanie lype paper The stahlhzahon and improve-
ment of lhe quahty is the ke) to get(mg better selling prices.

1-8-6 . Recommendable New Produclion ltems

‘The details are described in 3-10, but we recommend that BRPP produces for paper, oil-proof
paper {similar grease—prool‘ paper) and paper for laminalion in consideration of the market scale,

degre-e of necessary renovation (o be given lo e\ssung equipment, and auumulahon of produc-
tion knowhow.
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Glassine papes is being imported and it is a promising produdl, but the paper nachine nust be
completely renovated to produce glassiné paper. Glassiie paper é‘annot be produced if the ¢ug-
rent facilities are renovated partially.

Produciion of carbon paper or onton skin paper is even more difficult.

3.9 PPM Evaluated from Viéw'point of Sales .
391  Product Types
() Unitl (Old Plant) -

Most of the No. 1and No. 2 machine prodi.ch; are defivered to orgéns related to the govern-
ment, and lhe production and sales of PPM are at more fav orable posmon when comparcd
with other paper_mills.

However, as a result of active sales campaign of other miils (o organs related (o the govern-
ment, the growth of the demand is now limited, and there is a (rend 6f the demand for Unit
I group products not growing any 1onger. PPM also produces ordinary paper and is tzying
to enter the market; but PPM is siol competitive pnce-mse.

Accordingly, Unit | must make efforls to increase the share en lhe ttadluonal products that
it has been selting by fully utilizing the unique production facilities; and whatever excess in

- the capacity (estimated to be about 400¢/y) after implementation of this renovation project,
of which expanation is given later, should be used for production of middle grade cigarette
paper.

(2} Unit 1l (New Plant)

No. 3 machine has now been operated for about IG years as lhe only e\clusue mga:et[e paper
rmaching in Indonesia. The initially desighed produclnon capacal) 0!‘ fi\e tons a da)s has beén

incecased to ten tons a day, and on the produciion capamy, No. 3 machine is by no means
inferior to olher machines on a world scale.

However, the product qualily is behind others on a world scale and this is due to improper
stock furnish combinalion, inadequate details of the equipment, and impropes operation
control, and the production is limiited to manual rolting midd#¢ class cigaretie paper only.

According to offictal stalistics, about 9,000tons of ctgareltc paper is impoﬂed every )ear,'
and early expansion of No. 4 machine is great!y e\pe\ted

A piece of information we heard is that cigarette manufacturers, Gudang Gagum, Delitua
Delta and Jatethul are planaing the production of cigarette paper.
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