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PREFACE

In response to a request from the Government of the Republic of Indonesia, the
Government of Japan decided to conduct the Study on Industrial Sector Development -
Supporting Industries - in the Republic of Indonesia, and entrusted the study to Japan
Internationat Cooperation Agency (JICA).

JICA sent a study team, led by Mr. Takashi Nobehara of the Japan Research Institute,
Limited and constituted by members of the Japan Research Institute, Limited and Yachiyo
Engineering Co., Ltd, to the Republic of Indonesia five times from January 1996 to
Decembet 1996.

The team held discussions with the officials concerned of the Government of the
Republic of Indonesia, and conducted related field surveys. ARer returning to Japan, the
team conducted further studies and compiled the final results in this report.

I hope this report will coniribute to the development of supporting industries in the
Republic of Indonesia and to the enhancement of friendly relations between our two
countries.

I wish to express my sincere appreciation to the ofticials concerned of the Government

of the Republic of Indonesia for their close cooperation throughout the study.

February 1997

Voot

Kimio Fujita
President
Japan International Cooperation Agency
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CHAPTER I. OUTLINE OF THE STUDY

1. BACKGROUND AND OBIECTIVE

I.1 BACKGROUND OF TIIE STUDY

Since REPELITA 1V, the Indonesian government has positioned the industrial sector as the
driving force of economic development, aiming at the economic structural change which had
previously been heavily dependent on the petroleum sector. At the beginning stage of
industrial development, the major stress of industrial development strategy was placed on the
invitation of major overseas assemblers to Indonesia, making use of the abundant labor force as
an invitation tool. In recent years, however, higher strategic emphasis came to be placed on

the establishment of stronger linkages of ali of the industrial sectors.

In fine with the above understanding, in August 1994, the Indonesian government requested the
Fapanese government to undertake a master plan study which aims at the development of the
supporting industry in Indonesia focusing on the establishment of the essential industrial base

for the Indonesian automotive, electrical and electronics, and machinery industrics.

In response to the above request, the Japan International Cooperation Agency (JICA) sent a
mission team to Indonesia in October 1995, and the team agreed with the Ministry of Industry
and Trade of Indonesia on the “Scope of Work for a Study on the Development of Supporting

Industries in Indonesia.”

i.2 OBJECTIVE OF THE STUDY

The objective of the Study is to formulate a master plan for the development of the supporting
industries in Indonesia, which would contribute to the strengthening of the industrial structure
of Indonesia by increasing the capability of parts and components manufacturers. T e master

plan is also expected to include practical suggestions for measures to solve the current

1-1



technological problems as well as governmental action plans.

1.3 DEFINITION OF THE SUPPORTING INDUSTRY

The supporting industry is defined as a group of industries which supply parts, components or
engineering services for those assembly industries in the automotive, electrical and electronics
or machinery ficlds.  In this study, the target industies covered not only those industries which
currently supply parts, components and services, directly or indirectly, to the assembly
industries, but also the small scale local companies which have the potential to supply those
goods and services to the target industries, or the overseas manufactures which might invest in

Indonesia and supply those goods and services in the near future.
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2. SCOPE OF WORK

The Study shall be conducted in the following two phases.
Phase I: Selection of Priority Products Group and Essential Technologies
Based on the studies of the present development poticies for the supporting industries and
the current status and existing problems of the industry in Indonesia, a priority products

group and essentia! technologies to be developed will be selected.

Phase II: In-depth Study of Priority Products Group and Essential Technologies
and Formulation of a Master Plan

Based on the results of the in-depth study of the selected priority products group and

essential technologies, the current institutional problems for development will be
identified, and a master plan for the subject supporting industries will be formulated.

The items to be covered by the whole study were as follows, based on the Scope of Work
agreed to on October 20, 1995,

Phase I . Selection of Priority Products Group and Essential Technologies

1. Review of general background of the Study

1-1 Economic situation and trends
1-2  Industrial situation and trends
1-3  Status of automotive, electrical/electronic, and selected machinery industries in

the manufacturing sector

2. Review of policies and implementation system relevant to supporting industries

development

2-1  General policies for national economic and social development (with focus on
supporting industries development)

2-2  Technological development

2-3  Financing

2-4  Taxation and tarift system

2-5 Investment promotion



2-6 Export promotion
2-7  Humtan resources development
2-8 Infrastructure

3. Analysis of the present situation of the selected supporting induslries

3-1 Business structure and performance
3-1-1 Number of enterprises by scale
3-1-2 Production volume (quantity and valug)
3-1-3  Export and import volume (guantity and value)
3-1-4 Profiles of the leading enterprises
3-1-5 Others
3-2  Demand for products
3-3  Level of production technologies (with a focus on essential technologies)
3-4  Business linkages with the major assembling and parts manufacturing industries
(hereinafier jointly referred to as “assemblers™)
3.5 Relative position and competitiveness of Indonesian products (with a focus on
Asian products)
3-6  Situation of raw materials procurement

4. Identification of priority products group and essential technologies

Phase II:_In-depth_Study of Pricrity Products_Group and Essential Technologies and

Formulation of a Master Plan

1. Review of the present institutional and development policies for priority products and
essential technologies

2. Analysis of the present situation and problems hampering the supply of the priority
products and essential technical services to the assemblers

2-1 Management

2-2  Manufacturing processes g
2-3  Procurement of raw matertals

2-4  Factory managenient and quality control

2-5 Product development and design

2-6  Cost analysis

2-7  Marketing

2-8  Future demand forecast by the assemblers
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3. Analysis of the present level of priority technologies

4. Establishment of improvement targets for priorily product groups and essential

technologies

5. Formulation of a master plan with specific and implementable action programs
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3. FRAMEWORK OF THE STUDY
The two phases of the Study shall be comprised of the steps set forth betow:

Phase 1. _Selection of Priority Products Group and Essential Technologies

Step 1:  Preparation of the Study

Step 2:  Study of the Present Situation of the Selected Supporting Industries and the
Existing Development Policies and Supporting Institutions for their
Development

Step3:  Analysis and Evaluation of the Supporting Industries

Step 4:  Selection of Priority Products Group and Essential Technologies

Phase 1I: In-depth Study of Priority Products Group_and Essential Technologies and

Formulation of a Master Plan

Step 5:  In-depth Study of the Priority Products Group and Essential Technologies
Step 6:  Formulation of Strategy for the Development of the Supporting Industries
Step 7:  Preparation of the Final Report

The overall framework of the Study, the framework of the Phase T Study and that of the Phase
11 Study are Hllustrated in Fig. 1-3-1 through Fig. 1-3.3.
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Fig. 1-3-1 Overall Framework of the Study

Phase I: Selection of Priosity Products Group and Essential Technologies

—
Step 1: Stage of Preparation of the Study

Review of study background and analysis of available secondacy data

i

Development of methodology, study scenario, and analy sis methods

Preparatery Study
in Japan

.

First Field Study
in Indonesia

R

-~
Step 2: Stage of Study on ke Present Situation of the Supporting Industries

Institutions and Policies

- Policies relevant to the development of supporting industrics
. Infrastructure for the development of supporting industries
Company 1.evel

- Present situation of assemblers

\_ - Present situation of parts and components manufacturers y,

( Step 3: Stage of Analysis and Evaluation of the Supporting Industries

- To identify the problems of the supporting industries.
- To analyze the supporting industries for the identification of prionty arcas
accoqding to the selection critena.

Step 4: Stage of Identifying Priority Products Group and Fssential Technologies

The priosity supporting industries will be identified according (o such criteria as 1)
ecenomic impast and growth potentisl, 2) technological impact and importance, k)]
competitivensss, efe. y

.

Phase II: In-depth Study of Priority Products Group and Essential
Technologies and Formulation of a Master Plan

s ™\
Step £: Stage of In-depth Study on Priority Products Group and Essential Techuologie

Study of Priority Products Group Manulacturers
Production]Technotogy [Qualin] Finance] HRM | Sales

Institutions and Pelicies

A - - Promotional | Infrastructure
Study of Priority Essential Technologies Policics

Product § Qualityl Cost | Facitities
i)

Fourth Field Study
in Indonesia

Provision of technical

L suidanse to manuficturers Understanding of problems Seminar

w,

e e A A E

~
glep &: Stsge of Strategy Formulation for the Development of the Supporting Industries

&glﬁng of improvement targets for priority products group and essential techrnologies l

Fourth Study Work : Exsmination of Measures to Problers | g Formutation of a Master Plan
in Japan - Improvement needs for institution and - Improvemest measures for institution
policies and policies
- Improvement needs for corporate - Improvement measuces for corporate
management management
. S

Step 7: Preparation of the Final Report

i - Recommendation of a master plan for the development of the supporling industries
Finalization of - Seminar
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4. METHODOLOGY

In January 1996, the JICA Study Team, mainly consisting of researchers and consultants of
the Japan Research Institute, Ltd. and Yachiyo Engineering Co., Ltd., was formed for the
implementation of the Study (For the list of Study Team members, refer to Appendix 1.).

The study was conducted in two phases. The major research methods adapted in each phase
and the results are summarized briefly below.

4.1 FIELD INTERVIEW SURVEY

in the field work in Indonesia, the field interview survey by direct visit was used as the
principal method of the study. In order to cover a large number of target industries and
related organizations from a wider range of areas, the survey was conducted dividing the
Team members into small sub-groups.

In the Phase I study, the team members were largely divided into two; a policy related
organization visit group and a company visit group. Further, the company visit group was
sub-divided into the following small sub-groups:

1} Group in charge of the automotive parts industry ;
2) Group in charge of the electrical and electronics industry ; and

3} Group in charge of the machinery parts industey

The number of companies and organizations visited in the Phase I survey period was as

follows.
Table t-4-1 Number of Companies Visited in the Phase I Period
(Unit : No.)

Location of Companies No. of Companies
1. JABOTABEK Area 43
2. Bandung Area 6
3. Surabaya Area 11
4. Medan Area 7
5. DBatam Area 7
Total B 74
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Table 1-4-2  Number of Organizations Visited in the Phase [ Period

{Unit : No.}
Types of Organization No. of Organizations
1. Governmental organizations 7
2. Other related organizations 9 .
Total 16

In the Phase If study, the team members were again largely divided into the policy related
organization visit group and the company visit group.  Further, the company visit group was
sub-divided into the following small sub-groups based on the major elementary manufacturing

technologies:

1) Group in charge of the casling and forging industries ;

2) Group in charge of the presswork, heat treatment and surface treatment industries |
3) Group in charge of the machining industry ; and

4) Group in charge of the electronics parts and plastic molding industry.

The company visit group conducted diagnostic studies of the factories making use of both a
Plant Management Check Sheet (refer to Appendix 3) and a Plant Technology Level
Evaluation Sheet (refer to Appendix 4) prepared for each type of essential technology. The
group also visited automotive, electrical and electronics and machinery assemblers with the

aim of collecting information on the general conditions of the industry.

The policy group visited various policy related organizations, as well public supporting
service organizations, and discussed the role of each organization for supporting industry
development based on the concept paper of action programs tentatively prepared by the Study
Team.

The number of companies and organizations visited in the Phase II survey period was as

follows.



Table 1-4-3  Number of Companies Visited in the Phase 1l Period

(Unit : No.)
Types of Companies No. of Companies
1. Casting and forging industries 19
2. Presswork and heat treatment industries 13
3. Plastic molding and mold making industries
4. Machining industries 5
5. Automotive assemblers
6. Electrical and electronics product assemblers 11
7. Machinery assemblers 6
Total 71
Table 1-4-4  Number of Organizations Visited in the Phase 11 Period
(Unit : No))
Types of Organization No. of Organizations
1.  Govemmental organizations - 7
| 2. Other related organizations 9
Total 16

4.2 QUESTIONNAIRE SURVEY IN INDONESIA

Because the number of companies that could be covered by direct visit is limited out of the
large number of companies belonging to the target supporting industry, a questionnaire survey
making use of a Joca! Indonesian consulting company was conducted as a supplementary

measure.

Making use of various kinds of company lists supplied from each of the related directorates of
the Ministry of Industry and Trade, around 800 target companies were identified as
questionnaire survey target companies. A questionnaire designed by the Study Team was
further examined by the Indonesian counterparts, the local consultant translated it into the
Indonesian language and a necessary number of questionnaire sets were printed. (The
questionnaire used for the survey is shown in Appendix 2.) Together with a letter requesting
cooperation in the survey issued by the Ministry of Industry and Trade, a questionnaire s¢t was
mailed to cach company, and the local consultaats collected the filled-in questionnaires.
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Table 1-4-5  Resulls of the Questionnaire Survey in Indonesia

(Unit : No. of answers)

Scale of Company
Types of Industry Large and Small Total
Medium
1. Automotive parts 53 45 98
2. Electrical & Electronics parts 47 45 92
3. Machinery paris 40 87 127
Total 140 177 317

43 STUDIES IN JAPAN

In Japan, the following work was conducted,;

¢ Design of the study framework

s Collection and analysis of the secondary data and information available in Japan

o  Analysis of the data and information collected through the field work in Indonesia
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CHAPTER 11, PRESENT SITUATION OF THE INDONESIAN
ECONOMY AND RELEVANT ASSEMBLING IN-
DUSTRIES

1. OVERVIEW OF THE INDONESIAN ECONOMY
1.1 PRESENT SITUATION OF THE INDONESIAN ECONOMY

In Indonesia, economic development was pursued mainly through the promotion of import
substitution during the period from the late 1960s through the 1970s. However, the Indo-
nesian economy was faced with such difliculties as drops in internationat prices of petroleum
and other commodities, stagnant domestic demand, curtailment of currency, and so on, in
the carly 1980s. The Indonesian government started a structural adjustment policy to
overcome economic difficulties and get rid of its petroleum-dependent economic structure.
Since 1983, the government successively introduced a series of structueal adjustment and
deregulation measures in the areas of international trade, investment, and financing, such as
adjustments in currency exchange rate, tax reform, drastic improvement in investment cli-
mate, and relaxation of restrictions on imports.  The government has been making efforts to
realize-economic growth by positioning industrialization as the driving force for an economic
structure free from dependence on petroleum and for the economic take-oft since the Fourth

S-year Development Plan (Repelita 1V, 1984 - 88).

As a result of the above measures, the structural change to the non-petroleum & gas sector

has progressed favorably and the Indonesian economy has shown recovery since 1987.



After recording GDP growth of 5.8% in 1988, it continues to grow at around 7% every

year.

Fig 2-1-1 GDP Growth Ratios of Indonesia

9%
§%
%
%
5% |

40 -
Yo

3% I

—%— GDP

2% | .- - GDP(Excluding ofl, and ils products)
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Note: At 1983 constant market prices
Source: Indikator Ekonami and Statistik Indonesia 1994, Biro Pusat Statistik

The Indonesian government, in the 1990s, has successively gone ahead with its deregulation
policy, introducing such measures as a drastic reduction in industries closed to foreign in-
vestments, permission of 100% foreign equity investments, and import duty reduction. The
Indonesian economy has maintained a growth of around 7% a year during the period 1993 to
1995, reflecting the expansion of domestic demand and increased investments, both overseas
and domestic. On the other hand, the recent economic boom has created such issues as

high inflation and expanding balance of payments deficits.

Indonesia’s GDP in 1993 was Rp. 302 trillion and per capita GDP was Rp. 1,597 thousand

or US$ 765 (USS$1= Rp.2,087.1). The manufacturing sector, occupying 22% of GDP, is




the largest industrial sector in Indonesia.  The proportions of the agriculture and petroleum

& gas seclors have significantly decreased compared ta the rapid growth of the manufactu-

ing sector which was 12 - 13% in the early 1980s.

Exports in 1993 were US$36,823 million, equivatent to 25% of GDP. On the other hand, '

imports were US$28,328 million in the same year.

In 1994, the growth rate of exports

decreased duc to the continuous decrease in petrolcum & gas exports and stagnant textile and

plywood exports, major exporting ilems of Indonesia, and imports increased for capital

goods, intermediate goods, and consumer goods, reflecting a favorable trend of capital in-

vestments and private consumption.

decrease.

As a result, Indonesia’s trade surplus has tended to

Table 2-i-1 Trend of GDP by Sector in Indonesia
{Unit: Rp. Billion)
1993 19947 1995
%

1. Agriculture, Livestock, Forestry and Fisheries 55,6 65,992 76,557 17.2%

2. Mining and Quarrying 30,750 33,507 37,631 8. 4%

3. Manufacturing Industries 67,411 88,992 108,164 | 24.3%

4. Electricity, Gas and Water Supply 2,714 3,913 1,809 1.1%
's. Construction 18,140 28,017 34339 | 17%

6. Trade, Hotel and Restaurant 19,789 62,207 73,126 16.4%

7. Transportation and Communication 20,728 26,989 30202  63%

8. Banking and Other Financial Intermediaries 15,257 17,818 21,233 4.8%
9. Ownership and Dwelling 7,611 16,688 18,658 $.2%

10. Public Administration and Defence 22,158 22,755 26,555 6.0%

11. Senvices 11,384 12,335 14,127 3.2%

Gross Domestic Product 302,018 379,212 4454011 100.0%

Gross Domestic Product without Petroleum and Gas 269,385 145,952 410,438

Note: ' At Current Market Prices

2 Prefiminary figures

' Very preliminary figures

Source: Indikator Ekonomi, July, 1996




2. OVERYIEW OF INDONESIAN INDUSTRIALIZATION

2.1 PRESENT SITUATION OF INDUSTRIALIZATION IN INDONESIA

2.1.1 Characteristics of Industrialization in Indonesia

The economic growth since 1987 has been driven by the manufacturing sector, especially, by
the progress of industrialization, based on export promotion of non-petroleum products.
Exports of manufactured goods have been rapidly expanding since the latter half of the
1980s, when the investments from Asian countries increased as they sought their export
bases. Indonesia’s export-oriented industrialization policy is obtaining good results.

In Repelita VI, announced in April, 1994, Indonesia’s industrial development will continue
to be led by the export-driven industrialization.  The plan will lay such targets as promotion
of export-oriented industries, development of small and medium industries, and linkage
among industries, and the government is implementing measures necessary to accomplish
these targets.

As one of the most important industrial development measures, Indonesia has been inviting
foreign investment, especially export-oriented assemblers. However, the development of
local supporting industries is becoming an immediate task from the viewpoints of strengthen-
ing the foundation for industrialization and inter-industry linkage.

2,1.2 Structure of Indonesia’s Manufacturing Sector

The outstanding features of Indonesia’s manufacturing sector are a large gap between large
to medium industries and small to houschold industries, and the concentration of enterprises

in Java.

According to the industrial census in 1991, there are 2.49 million establishments producing
Rp. 72 trillion on a value added basis, with 7.76 million employees, in the manufacluring
sector in Indonesia excluding petroleum and gas businesses. Large to medium industries
hold 38.6% of the tatal employment in this sector in spite of the fact that the number of es-
tablishments accounts for only 0.7% of the tatal. Small scale industrics account for 4.9% of
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establishments and 12.6% of employees, and houschold industries, 94.4% and 48.8%, re-
spectively.
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3.1.3 Position of Industrics Relevant o the Study in the Manufacturing Sector

Table 2-1-2 shows the position of the industries relevant to the Swdy, ie, automotive, elec-

wic & electronic, and machinery industries, in the manufacturing sector for larger to medium

industcies holding 20 employees or more.

The automotive industry has grown to eccupy

7 4% of the total on a value added basis. The weight of the electric and electronic indusiry

is still low even though its exports have been expanding in recent years. T he weight of the

machinery industry is also small because it is stil undeveloped.

Table 2-1-2  Positions of Relevant Industries in the Manufactuning Sector

Valug Added Number of Persons Engaged
at Market Price Establishments
{Million Rp.)
Motor vehicles assembly and 1,372,973 2.8% 14 0.1% 10,038 0.3%
manufacturing
Motor cycles and three-wheeled 866,771 1.8% 3 3.0% 3,024 0.1%
motor vehicles assembly and
manufacturing
Manufacture of motor vehicle 697,418 1.4% 221 1.2% 33,877 1.1%
bodies, component and appara-
tus
Manufacture of motor ¢ycle, 706,614 1.4% 32 02% 5,915 0.2%
motenzed tricycle component
and apparatus
| Automotive Industry Total 3,673,811 7.4% 2H 1.5% 52,854 1.6%
Manufacture of radio, TV, cas- 811,946 1.6% 118 0.6% 57,239 1.8%
sette, and other conunuaication
cquipment and apparatus
Manufacture of electric appara- 89,211 02% 19 0.1% 5999 02%
tus and supplies
Eleetric and Electronic Industry 901,158 1.8% 137 0.8% 63,238 2.0%
Total
Machinery Industry 525,207 1.1% 266 15% 36,3318 1.1%
Manufacturing Total 49,821,473 | 100.0% ] 18,163 | 100.0% | 3,206,228 | 100.0%

Note: The figures cover large and medium enterprises with 20 employees orf more.
Sourcee: Statistik Industri Besar dan Sedan 1993, Biro Pusat Statistik
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2. PRESENT SITUATION OF THE AUTOMOTIVE INDUSTRY IN INDONESIA

2.1 INDUSTRIAL DEVELOPMENT

Assembly of motor cars was started in Indonesia after the Indonesian government intro-
duced the automotive industey policy which banned imports of CBU in 1974. In addition,
the government introduced an automotive local content policy which aimed at the complete
localization of commercial cars in the future, and designated automotive parts and compo-
nents for localization and preferred import duties. According fo this policy, certain paris
and components were scheduled to be procured locally item by item.  Especially in the case
of small commercial cars weighing less than 2.5 tons, not only localization of all the press
parts but also assembling and machining of main parts and components for engines, trans-
missions and axles was scheduled.  As a result, the local content ratio of many main com-
ponents such as cylinder blocks, cylinder heads and engine blocks has been increasing mainly

by the efforts of assemblers’ in-house production.

In the case of motorcycles, imports from Japan starled in the 1950’s.  However, localiza-
tion of parts and components for motorcycles was regulated by governmental guidance in
1970. Afterwards, assembly of engines was started in 1981 and the government promoted
a localization schedule of important engine parts in 1987.  As a result, the local content of

motorcycles has been increasing steadily.

In June, 1993, however, the Indonesian government changed its automotive industry policy

completely and introduced a new policy which consisted of the complete liberalization of



CBU and a decrease in import duties and tuxury taxes for parts and components. As a
result, imports of CBU became possible just by paying import duties. In addition, the de-
regulation movement, reflected in the above-mentioned lowered import duties, has been

accelerating the entrance of foreign automotive manufacturers into the market.
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2.2 INDUSTRIAL STRUCTURE

The structure of the automotive and motorcycle industries, and other peripheral industries, is

briefly summarized as follows.

Indonesian automotive and motorcycle industries (assemblers) manufacture or assemble
brands which are owned by principals (automotive or motorcycle manufacturers with
worldwide brands) by cooperating with overseas principals in establishing a joint venture
company or receiving technical assistance from them. Furthermore, for the purpose of
selling assembled motor cars in the domestic market, Indonesian assemblers themselves or
their related companies have been appointed as exclusive distributors for the brands.  These
distributors have their own regional dealer networks and distribute cars and motorcycles

through these channels.

On the other hand, assemblers procure parts and components for cars or motorcycles from
domestic and/or overseas parts and components manufacturers.  Especially, manufacturers
located in Indonesia that supply parts and components or materials to the assemblers are
referred to as “supporting industries.”

2.2.1 Assemblers and Distributors

(1) Automotive ndustry

There are 32 brands of cars which have received permission to be prodgu:ed as of March,
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1996.  Of these 32 brands, 20 brands were manufactured and 22 brands including 2 im-

ported brands were sold in Indonesia in 1995.

Table 2-2-1 shows main automotive assemblers and the brands they manufacture.

Table 2-2-1 Main Automotive Assemblers and Brands

Assemblers Manufactured brands
1 | PT. KRAMA YUDHA RATU MOTOR MITSUBISHI
2 | PT. NATIONAL ASSEMBLERS HINO
3 | PT. KRAMA YUDHA KESUMA MOTOR MITSUBISHI ]
| A4 | PT.ALUN CITROEN, BERLIET, FORD ]
5 | PT. GENERAL MOTOR BUANA IND. CHEVROLET, OPEL B
6 | PT. GERMAN MOTOR MFG. MERCEDES BENZ
7 | PT INDOMOBIL SUZUKI INT. SUZUKI
8 | PT. PROSPECT MOTQR HONDA
9 | PT. PANTJA MOTOR 1SUZU, NISSAN DIESEL
10 | PT. PERMORIN MITSUBISHI
11 | PT. UDATIN HOLDEN
12 | PT. TOYOTA ASTRA MOTOR ASS. PLANT | TOYOTA
13 | PT. TRIJAY A UNION MITSUBISHI
14 | PT. ISMAC VOLVO, NISSAN, AMC, MAZDA, JEEP
15 | PT. GAYA MOTOR DAIHATSU, PEUGEOT, ISUZU, MERCEDES
BENZ, FORD, FIAT, BMW, UD NISSAN
| 16 | PT. TIMOR PUTRA NUSANTARA KIA
17 | PT. STARSAUTO DINAMIKA DAEWQO
18 | PT. CITRA MOBIL NASIONAL HYUNDAI
19 | PT. CITRA LAMTORO GUNG PERSADA PROTON

Source: MOIT, GAIKINDO

Table 2-2-2 shows the main automotive distributors and the brands they handle.

Assem-

blers also play the role of disteibutors in some cases, while in other cases asseniblers estab-
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lished related companies and appointed them distributors.

Table 2-2-2 Main Automotive Distributors and the Brands Handled

Distributors Brands
PT. ASTRA DAIHATSU MOTOR DAIHATSU
PT. KRAMA YUDHA TIGA BERLIAN MOTORS | MITSUBISHI
PT. INDOMOBIL SUZUKI INT. ~ SUZUKI L ]
4 | PT. TOYOTA ASTRA MOTOR TOYQTA
5 | PT. PROSPECT MOTOR HONDA
6 | PT. INDONESIAN REPUBLIC MOTOR COY. FORD
7 | PT. CENTRAL SOLE AGENCY VOLVO
8 | PT. TIAHJA SAKTI MOTOR CORP. BMW
9 | PT. PANTJA MOTOR ISUZU
10 | PT. UNITED MER MOTOR UD NISSAN DIESEL
1} | PT. DJAKARTA MOTOR COMPANY JEEP
12 | PT. GENERAL MOTOR BUANA IND. CHEVROLET, OPEL
13 | PT. ALUN CITROEN, BERLIET, FORD
| 14| PT. FEDERAL MOBIL MUSTIKA FIAT )
15 | PT. JAYA MOTOR LANDROVER
16 | PT. MULTI FRANCE MOTOR PEUGEQT, RENAULT
17 | PT. INDAUDA HOLDEN
18 | PT. WAHANA WIRAWAN NISSAN DATSUN
19 | PT. GERMAN MOTOR MFG. MERCEDES BENZ
20 | PT. NATIONAL MOTOR CO. MAZDA, HINO
21 | PT. CITRA MOBIL NASIONAL HYUNDAI
22 | PT. STARSAUTO DINAMIKA DAEWQO

Source: MOIT, GAIKINDO

(2) Motorcycle Industry

As shown in Table 2-2-3, in the case of the motorcycle industry, five assemblers manufac-

ture five brands. Related companies established by assemblers play the role of  distribu-



tors in the case of Honda and Yamaha, while assemblers also function as disteibutors in

the case of the other three assemblers.

Table 2-2-3 Motorcycle Assemblers, Distributors and Their Brands

Assemblers Distributors Brands
PT. FEDERAL MOTOR PT. ASTRA INTERNATIONAL HONDA | HONDA
PT. YAMAHA INDONESIA PT. YAMAHA MOTOR KENCANA INDO- { YAMAHA
NESIA
PT. INDOMOBIL SUZUKI INTERNATIONAL * | SUZUKI
PT. KAWASAKI MOTOR INDONESIA KAWASAKI
PT. DAN MOTOR VESPA INDONESIA VESPA

Source: MOIT

2.2.2 Supporting Industries

The supporting industries for the automotive and motoreycle industries consist of paits and
components manufacturers and supporting engineering industries. Material suppliers play

an important role as the upstream sector to the automotive and motorcycle industiies.

Also, parts and components manufacturers can be divided into the first tier manufacturers,
and other second and third tier ones.  In addition, they are classified into two types: manu-
facturers which supply the original equipment market and those which supply the spare parts

replacement market.

On the other hand, in the case of engines or large press parts, assemblers manufacture by
themselves or related companies cstablished by assemblers manufacture, process and/or as-

semble them in many cases.




2.2.3 Industrial Associations

‘There are three associations in Indonesia which are related to the automotive and motorcycle

industries.
Association of Indonesian Car Manufacturers (GAIKINDO)
Association of Motoreycles Sole  Agents-Assemblers-Manufacturers  Indonesia
(PASMI)

Association of Indonesian Car and Motorcycle Component Manufacturers (GIAMM)
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2.3 TREND OF DOMESTIC PRODUCTION

2.3.1 Automotive Industry

(1) Trend of Production by Category

Cars are classified into commercial and passenger cars in Indonesia. Commercial cars

are further divided into the following five categories.

Classilication of Commercial Cars in Indonesia

Category I GVW=S5 tons

Category 1. 5 tons<<GVW=10 tons
Category HI: 10 tons<<GVW =24 tons
Category 1V: General purpose 4X4 (Jeep)
Category V: 24 tons<<GVW

Note: GVW= Gross Vehicle Weight

On the other hand, passenger cars are sometimes classified by volume of engine cylinder

(cc), but they ace not usually classified precisely in the statistics prepared by the MIOT.

The production volume of motor cars in Indonesia in the above-mentioned categories is

shown in Table 2-2-4.

'The annual production volume of cars has been increasing rapidly since 1993, though it



decreased from the level of the previous year in 1992, Annual growth rates were 59.6% in

1994 and 19.2% in 1995. Annual growth rates of commercial car production were 64.6%

in 1994 and 22.8% in 1995, but thosc of sedan (passenger car) production were 32.4% in

1994 but dropped to -4.7% in 1995

While the production volume of commercial cars

has been increasing steadily, that of passenger cars has not been increasing very much.

Table 2-2-4 Automotive Production Volume by Category

(Unit: Sets)

[ 1991 1992 1993 1994 1993
Categony 1 161,093 115,195 131,414 226,426 274,924
Category Il 29,829 13,565 21,381 . 34,182 418,020
Category 11l 9,953 4,761 7,400 16,185 18,051
Category 1V 6,645 9,181 11,3561 5,921 6,079
Category V 243 164 250 300 628

Commercial cars 207,763 152,866 172,006 283,114 347,702
Sedans 16,974 29,3638 31,582 41,807 39,839
Total 254,737 172,234 203,588 325,021 387,541

Source; GAIKINDO

The percentage of production volume for each category of cars is as follows:

Table 2-2-5 Percentage of Production Volume by Category

Commercial cars 89.7%
Category 1 709%
Category 1 12.4%
Category 111 4.7% |
Category 1V 1.6%
Category V 02%

Sedan (Passenger cars) 10.3%

Total 100.0%

Source: GAIKINDO



While the percentage of commercial cars to the total production has been increasing, the
percentage of passenger cars has tended to decrease.  In 1995, commercial cars occupied
about 90% and passenger cars occupied only about 10% of the total production. Of
commercial cars, category I occupied 70% of the total production and 79.1% of the

commercial car production.

(2) Production Trends by Brand

Table 2-2-6 shows the production volume of cars by brand. Of the 32 brands which
have production licenses, the number of brands which were manufactured in 1995 was 20.
It is one of the characteristic features that the production volume of Japanese manufactur-
crs’ brands such as Toyota, Mitsubishi, Suzuki, Dathatsu and Isuzu is very large. The
total production volume of these five brands in 1995 was 349,545 units and occupied
more than 90% of the total car production. However, even in the case of Toyota which
manufactured the largest number of cars in Indonesia in 1998, the produciion volume was
101,175 units and did not reach a production level suitable enough to enjoy the ment of
mass production. On the other hand, the production volume of brands other than these
five brands was very small and the production volume was not more than 10 thousand
units.  As such, it is a characteristic of the automotive industry in Indonesia that there are
many brands manufactured domestically and that the production volume of each brand is

very small.
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Table 2-2-6 Production volume of Cars by Brand

Unit: Sets)
1991 1992 1593 1994 1995

BMW 3,11 1,550 1474 2,858 2,893
BERLIET, RENAULT 21 2 - - -
CHEVROLET 1,182 864 1,131 1,671 3
CITROEN 355 38 66 - -
DAEWOO - - - - 100
DAIHATSU 40,625 21,059 29,633 58,862 63,595
FAW - - - - -
FIAT 392 65 88 2217 -
FORD 2,657 2,067 2,264 3,210 2,675
HINO 2,253 399 2,138 4,520 4,950
HOLDEN 400 218 - 153 -
HONDA 8,300 5,667 6,240 8,640 5,100
HYUNDA! - - - - 1,175
1SUzu 17,693 20,782 23,406 30,756 41,935
JEEP 3 - - 1,051 990
KIA - - - - -
LANDROVER - - - - -
MAZDA 5,169 1,029 3,289 4,440 3,450
MERCEDES BENZ 3,199 2,003 2,514 6,395 8,165
MITSUBISHI 48.012 31,123 40,999 59,567 73,940
NISSAN DATSUN 2,084 1,242 1,030 1,054 2,025
NISSAN DIESEL 1,920 906 1,305 3,864 4,000
QOPEL - - - 182 865
PEUGEOT 689 434 343 430 813
PROTON - - - - -
RENAULT 4 - 1 - -
SUZUKI 42,046 32,746 38,204 56,104 68,960
TOYOTA 76,624 51,906 54,808 80,422 101,175
VOLKSWAGEN - - - - -
VOLVO 453 195 201 575 790

Total 257,482 174,797 209,224 325,021 387 341

Source: MOIT
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2,3.2 Motorcycle Industry

The production volume of the motorcycle industry by brand in Indonesia is shown in Table

2-2-7. Three major brands, Honda, Yamaha and Suzuki, occupy 95% of the total produc-

tion, and Ionda occupies approximately 50% of the total. In addition, Kawasaki, which

once retreated from motorcycle production in Indonesia, started production again in 1995.

Table 2-2-7 Production Volume of Motorcycle by Brand
(Unit: Sets)

1991 1992 1993 1994 1995
HONDA 251,456 264,336 365,096 425,485 520,521
YAMAHA 101,650 122,645 162,900 211,000 263 868
SUZUKI 76.400 86,839 78,054 128,284 211,655
KAWASAKI - - - - 25,202
VESPA 12,762 14,704 15,035 16,635 23,692
TOTAL 445,268 488,524 621,085 781,404 1,042,938

Source: MOIT

The production volume of motoreyctes in Indonesia has been increasing since 1988.  Above
all, the increase in the production volume since 1993 is remarkable and the production vol-

ume rose to over one million units in 1995, up 33.5% from the previous year.
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2.4 TREND OF EXPORT AND IMPORT

2.4.1 Export Trends

Table 2-2-8 shows the export volume of cars.  The export volume of cars has been increas-
ing year by year, but the share of the export volume to the total production volume was only

1.4% in 1995.

Table 2-2-8 Export Volume of Cars
(Unit: Sets)

1991 1992 1993 1994 1995

1,729 2, 365 3,019 4,711 5, 475

Source: GAIKINDO

On the other hand, Table 2-2-9 shows the export value of cars.  Though the cxport volume
of cars has been increasing for these five years, the export value has not been increasing very

nuch for the same period, because the value is expressed in US dollars.

Table 2-2-9 Export Value of Cars
(Unit: US$’000)

1991 1992 1993 1994 1993

4,441.¢ 10,0943 225482 17,996.6 23,1220

Source: MOIT

2.4.2 Import Trends

‘Fable 2-2-10 shows the import value of cars.  The import value decreased from the level of

the previous year in 1991 and 1992, but it has tended to increase again since 1993
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Table 2-2-10 Import Value of Cars

(Unit: US$’000)

1991

1992

1993

1994

1925

64,1482

61,9412

574429

57,986.4

74,232.0

Source: MOIT
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2.5 TREND OF DOMESTIC MARKET

2.5.1 Automaotive Industry

Table 2-2-11 shows the sales volume of cars by category.

Table 2-2-11 Sales Volume of Cars by Category

{Unit; Sets)

1991 1992 1993 1994 1995
Category [ 159,525 108,758 137,592 225695 270,313
Category 37,68% 16,194 21,382 33,302 46,826
Category [H 11.847 4,412 7,416 15,970 16,714
Category IV 6,182 10,130 11,855 5,523 6,263
Category V 23 13 3 351 753
Commercial cars 215,570 139,527 178 448 281,541 340,369
Sedans 45714 30,006 32,231 40,219 37.835
Total 261,344 169,533 210,679 321,760 378,704

Source: GAIKINDQ

In 1995, commercial cars occupied 90% and category I occupied 71.4% of the total sales.

On the contrary, passenger cars occupied only 10%.

2.5.2 Motorcycle Induséry

Table 2-2-12 shows the sales volume of motorcycles.
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Table 2-2-12 Sales Volume of Motorcycles
(Unit; Sets)

1991 1992 1993 1994 1935

440,179 188,698 623,880 785,204 1,035,598

Source: PASMI

The sales volume of motorcycles has been increasing since 1988 and is predicted to increase

in the near {uture.

2-22




2.6 CHARACTERISTICS OF TIFE AUTOMOTIVE INDUSTRY IN INDONESIA

Characteristics of the Indonesian automotive industry are as follows:

Production and sales volume of cars and motorcycles has been increasing steadily.

Rapid expansion of the sales volume of cars and motorcycles in Indonesia resulted in a

large increase in domestic production. In addition, demand for automotive parts and

components has been expanding remarkably and, as a result, the production volume of

parts and components has been increasing rapidly.  For this reason, assemblers are ex-

pecting more and more domestic parts and components suppliers that are supporting

industries for the automotive and motorcycle industries in order to achieve further local-

ization of parts and components.

Market size is still small.

The population of Indonesia is approximately 190 million and it can be said that poten-

tial demand for cars and motorcycles might be very large. In fact, many overseas

automotive manufacturers including Japancse ones started production in Indonesia

mainly at the beginning of 1970"s. However, per annum GNP of Indonesia in 1993 was

still US$730 and the number of consumers who have sufficient income to be able to af-

ford cars or motorcycles is very limited. In addition, Indonesia still has some infra-

structure problems such as an insuflicient road system and this is one of the indirect de-

terrence factors for possession of cars.  As a result, the sales volume of cars in 1995

was 378,704 units. On the other hand, the possession rate of cars in 1991/1992 was

69.8 people per car and still remained at a low level.
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Japanese brands occupy a substantial market share.

Of the licensed 30 brands, 10 brands are Japanese. In addition, five major brands,
Toyota, Mitsubishi, Suzuki, Daihatsu and Isuzu, occupy 90% of the total production
and sales volume.

Comumercial cars are mainly manufactured and sold in the domestic market.

Commercial cars accupy approximately 90% of the total production and sales volune.
As background, the fact that the localization policy targeted mainly at commercial cars
had been promoted by the government for a long time has had great influence. While
import duties on parls and components for commercial cars remained at relatively lower
rates, those for passenger cars were generally higher.  As a result, sales prices of com-
mercial cars were relatively cheaper than those of passenger cars and sales of commer-
cial cars have been expanding.  On the other hand, the local content ratios of parts and
components for commercial cars has been becoming relatively higher, while those for
passenger cars has still remained at a relatively lower level.

Because of higher rates of impott duties, the share of imported CBU to the total market
is still very low.

The Indonesian automotive industry is still dependent on overseas principals for tech-
nology for manufacturing cars and the supply of important parts and components.

The preseat technological level of the Indonesian automotive industry including R&D
capability is still insufficient to become independent for the purpose of developing origi-

nal cars by themselves.
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2.7 FUTURE DEVELOPMENT OUTLOOK

Table 2-2-13 shows the prediction of automotive sales volume from 1996 to 2000.

Table 2-2-13 Sales Prediction of Cars

(Unit: Sets)
1996 1997 1998 1999 2000
Commercial cars 320,000 365,000 400,000 435,000 470,000
Passenger cars 60,000 63,000 70,000 73,000 80,000
Total 380,000 430,000 476,000 510,000 550,000

Source: GAIKINDO

According to this prediction, the sales volume of cars is expected to increase steadily in the

near future, though annual growth rates will be decreasing gradually.  Also, while the share

of commercial cars is more than 90% at present, the share of passenger cars is predicted to

increase steadily and will reach nearly 15% in 2000.

There is no stmifar prediction for motorcycle sales.

However, according to the prediction

of the PASMI, judging from the rapid increase in sales since 1988, sales volume of motorcy-

cles is expected to increase steadily in the near future and will reach the level of two million

units before the year 2000.
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3. PRESENT SITUATION OF THE ELECTRICAL AND KLECTRONIC INDUSTRY
IN INDONESIA

3.1 INDUSTRIAL DEVELOPMENT

The history of the industdal development of the electrical and clectronic industry in
Indonesia is broadly divided into two stages: the import substitution development era until
the late 1970s, and the export oriented development era after the late 1970s.  The import
substitution development era corresponded to the latter period of the First Five-year
Development Plan era (REPELITA I 1969/70 to 1973/74) to the Third Five-year
Development Plan era (REPELITA 11I: 1979/80 to 1983/1984). During the penod, the
Indonesian government tock active mweasures to invite foreign investments in order to
replace imported products with domestic products. Then, many foreign electrical and
electronic companies from Japan, Korea, the USA and Furope invested in the country.
Especially, Japanese large-scale assemblers actively made investments in this era. For
example, both Matsushita Electric Industnal Company and Sanyo Electric Company
established joint venture companies in 1970. In this way, many joint venture companies
were established in Indonesia, and they began the production of a wide range of electrical
and electronic products, aiming at the Indonesian domestic market. However, the
assemblers of electrical and electronic products imporied almost all the parts and
components which were used for the assembling of finished products. They rarely used
domestic parts because domestic parts manufacturers were lacking in technology,
production facilities, and capital, and could not produce reliable parts and componeats.
Most electrical and electronic products were produced by joint venture companies between
Indonesian domestic companies and foreign companies, and the development of the

domestic electncat and electronic industry lagged far behind.
Thereafter, revenue from oil and gas rapidly increased in middle 1970s, and the government
changed its policy from the active introduction of foreign investments to the selective

introduction. Subsequently, foreign investments dropped, and only a few investments
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were approved after the middie 1970s.  In the cadly 1990s, the government took another
policy, by which the export of products other than oil or gas was encouraged so that the
country could break away from the heavy dependence of its economy on oil and gas. In
line with the policy, various regulations conceming the clectrical and electronic industry
were relaved or abolished, and, subsequently, active investments by multinational
companies into Indonesia returned.  The increase of wages in neighboring countries such
as Singapore, Thaitand, and Malay sia further encouraged foreign companics which had joint
venture companics in these countries, to shift their investments to indonesia, laking

advantage of the relatively cheap labor.

In 1994, the environment surrounding foreign investments agpin changed substantially, in
that investments with a 100% foreign share are now allowed, and, with the introduction of
EPTE status, qualified companies are exempted from paying import duties and the value-
added tax on imported parts and components. As exemplified in these cases, Indonesia has
turned to adopt a strong export oriented polity.  Up to now, the new Indonesian policy
has worked effectively. It has succeeded in inviting many foreign investments into the
electrical and electronic industry, and the industry is also turning to a new cra of

development.

Electrical and electronic products manufactured in the country are gradually changing from
conventional labor intensive products to high-value-added products, and the industry has
grown to become one of the most important exporting industries in the country, which
contributes to securing foreign currency. At the same time, an increasing number of
multinational electrical and electronic manufacturers are to expand their production in
Indonesia It is evident that they have changed their policies from selling their products in
the Indonesian domestic market to selling the products all over the world, considering that
Indonesia is to be seen as the strategic center in which to concentrate production for

worldwide sales.
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In addition, as foreign elecirical and electronic assemblers accelerate investments into
Indonesia, foreign parts manufacturers are gradually increasing their investments in the
country as well. However, the range of parts and components produced in the country is
still very limited, and most major parts and components are imported from countries such
as other ASEAN countries and Japan. One of the reasons behind this is that foreign
electrical and electronic parts manufacturers have long avoided a large amount of
investments into Indonesia because the total demand for parts and components in the

country has not been sufficient.
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3.2 INDUSTRIAL STRUCTURE

Accordingto information from MOILT, the size of the electrical and clectronic industry in
Indonesia is small, consisting of 297 companies, including both assemblers and parts
manufacturers. The breakdown of the industry is shown in Table 2-3-1.  There are 234
assemblers and 63 parts manufacturers in the industry.  The relatively small number of
parts manufaciurers indicates that the electrical and electronic industry in Indonesia heavily

depends on imported parts and components.

Although there are a few state owned companies such as P.T. Len Industri in the industry,
almost all companies are private companies. Export of electrical and electronic products

is mainly done by joint venture companies with foreign multinational companies.

In 1995, the electrical and electronic industry had approximately 100 thousand employ ees,
with production valued at 10.7 trillion Rupiah, and exporting 2,060 billion US dollars

worth of goods.

Table 2-3-1 Breakdown of the Indonesian Efectrical and Electronic Industry

Category Number of Companies
Consumer products 78
Industrial products 156
Parts manufacturers 63

Source: Ministry of Industry and Trade

According to the membership directory (1994-1995) of GEI (The Association of Electronic
& Electrical Home Appliances Industrics of Indonesia), there are 53 membership

companics in the association.  As of August, 1996, the number of membership companies
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increased to 60 as determined by the interview survey by the Study Team. Both
domestic companies and foreign affiliated companies pasticipate the association. About
one half of the membership companies are foreign affiliated companies. Especially,
Japanese afliliated companies account for ap proximately one third of all foreign aftiliated
companies, and by far surpass joint venture companies with Korea, the USA., or
Germany in terms of the number of companies. In addition, most companies which

export their products are foreign affiliated companies.

The geographica! distribution of the 53 GEI membership companies is given in Table 2-3-2.
About 80% of them are located in JABOTABEK, concentrating in Jakarta. Many
membership companies of GEI are large-scale, and most of them have factories in well
equipped industrial estates in Jakarta and its outskirts. Four companies are located in
Jawa Barat, and 2 companies each are located in Bandung, Jawa Tengah, and Surabaya.
Thus, almost all of the companies are located in Jawa island except for 1 company in

Medan.

Table 2-3-2 Geographical Distribution of the Electrical and Electronic Industry

Region Number of Companies
JABOTABEK 42
Jawa Barat (excluding JABOTABEK) 4
Bandung 2
Jawa Tengah 2
Surabaya 2
Medan 1

Source: “GEI Directory 1994 - 1995”, The Association of Electronic & Elcctrical
IHome Appliances Industries of Indonesia

Corresponding to the recent governmental deregulation policy, the electrical and electronic
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industry in Indonesia has kept growing with export oriented companies as leaders.
However, the majonity of companies which export electrical and electronic product are
foreign aftiliated. Domestic companies have not developed to the level where they can
export products. In addition, foreign affiliated companics depend on import for most
parts, because the electrical and electronic parts and componeats industry in the country is
still underdeveloped.  As a result, the growth of the electrical and electronic industry in

Indonesia has rarely influenced other industries.

Compared with that in other ASEAN countries, the electrical and electronic industry in
Indonesia is underdeveloped in tenus of production value as well as in the ratio of
production value over gross domestic production. In addition, as is different from the
case of other ASEAN countries where the export of electrical and electronic products
started after domestic demand was fulfiled, the industry in Indonesia has not fulfilled

domestic demand.
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3.3 TREND OF DOMESTIC PRODUCTION

Table 2-3-3 gives the flow of the domestic production of electrical and electronic products
in Indonesia between 1989 and 1995, and is illustrated in Figure 2-3-1. The domestic
production of both consumer products and industrial products, which jointly amounted to
1,473 billion Rupiah in 1989, expanded 7.3 fold to 10,686 billion Rupiah in 1995. The

average annual increase rate in these 6 years recorded a substantial 39.1%.

The annval increase rate of industrial products is bigger than that of consumer products.
Especially, data processing related products increased 24 times in the same period. By
item, control equipment which is vsed by telephone companies, telephones for both
commercial and household use, and parabola antennas for satellite telecommunication show
very rapid increase. In addition, in line with the rapid growth of the supply of electricity
throughout the country, the production of electricity watt meters has shown substantial

increase.

It is worth noting that electsonic products among consumer products, which include video
equipment and audio equipment, showed a big 46.2% annual increase over these 6 years,
while electrical products on the whole showed a rather mild 25% annual increase in the

same period.
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Table 2-3-3 Flow of the Production of Electrical and Electronic Products in Indonesta

{unit: billion Rp.

1989 1990 1991 1993 1993 1994 1935 |
CONSUMER PRODUCTS 1,215 1491 2,289 3060 4,004 5.005 7,735
Electronic Consumer Produsts 1 sn|  650] 1232 1818) 25503  3I87) 5089
T Ve Equipment T 333 570 941 1.5% 19457 298
2. Auvdo Equipment 155 202 535 691 126 903 1,580
3. Other Consumer Flectronics 132 121 127 144 267 EX3) $66
Eiccicied Consumer Products | 69| S| _1o57| 120" T8] T8iE) T Tek
T Viome Appliance Equipment 57 67 8 120 (13 5 | B Y
5. Cooler and Heater Equipment 87 1o 203 245 86 358 524
6. Lamps 132 186 239 233 264 330 178
7. Batteries & Electric Accumulators 410 473 533 613 73 904 1310
T RUSINESSINDUSIROL FRODUCTS. | 258[ 3o dm[ @i sl isr] st
1. Telecommunic ations 155 298 476 622 196 621 400
2, Data Processing 33 82 123 258 343 454 33
3. Office Equipmeat 1 1 18 3 101 155 245
4. Industnis] Fquipment 0 1 1 ) 37 64 120
5. Meadical Equipment 4 1 i ] 1 3 6
6. Optical Equipment 16 63 100 168 319 279 105
7. Other Equipment 18 35 34 143 120 261 132
TOTAL 1473 1,974 3691 4297 53513 6812 10,686

Source: “Laporan Kegiatan Dircktorat Industri Alat Listrik Elektconika dan
Telekomunikasi tahun 19957, Ministry of Industry and Trade

Figure 2-3-1 Flow of the Production of Electnical and Electronic Products in Indonesia

(Unit: tillicn Rp.)
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Table 2-3-4 shows the production flow of video equipment and audio equipment between

1989 and 1993, as compiled by a private research company. During the period, color
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TVs increased 2.9 times to 1,218 thousand units, VCRs, 2.3 times to 1,498 thousand units,
and toud speakers, 5.7 times 10 4,944 thousand units.  Especially, the production of high-
value-added products such as color TVs and VCRs showed a high degree of growth. On
the other hand, black and white TVs, of which production volume surpassed that of color
TVs in 1989, had shown a stable production increase. The production volume of black é

and white TVs in 1993 stayed just about one half of that of color TVs.

Table 2-3-4 Production Flow of Video and Audio Equipment

1989 1990 1991 1992 1993
Color 1V 420,810 994,890 1,015,200] 1,080,000| 1,217,800
|B/W TV 469,000 480,000 552,000 581,432 620,184
VCR n.a. 643,800 515,000] 1426,243] 1,497,619
Radio, R.C,, 3,209,600| 4,287,700] 4,820,000] 6,202,200 8,708,453

Car radio
Cassette rec., 1,898,284} 2,295,000 2,409,750| 2,526,620 2,785,346
Tape deck

[ Amplifier 255,610 319,800 348,580 375,700 406,495
[{.oudspeaker 870,830] 1,453,500] 2.424000] 3,824,000] 4,944,000
Source: CIC Report é

Figure 2-3-2 Production Flow of Video and Audio Equipment

(Urst: 1,000 units)
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3.4 TREND OF EXPORT AND INMPORT

3.4.1 Export Trends

The export flow of electrical and electronic products which are produced in Indonesia
between 1989 and 1995 is shown in Table 2-3-5. The export of electrical and electronic
products recorded a big gain, expanding 15 fold duringthese 7 years. In other words, the
total export value of electrical and electronic products, which was 136 million US dollars in
1989, rose to 2,056 million US dolfars in 1995, This means the annual increase rate is

very large at 57.3%.

By product category, video equipment and audio equipment in consumer products, and all
items in industrial products have seen substantially increased exports. By item, VCRs
have emerged as the largest export product, accounting for roughly one fourth of the total
export value of electrical and electronic products.  The fact behind this is that P.T.
Kotobuki Electronics Indonesia, which produces VCRs for RCA, GE and some other
foreign companies, exports a large amount of VCRs. Other than VCRs, audio products,
such as radios, TVs, CD players, microphones, speakers and amplifiers, information
processing equipment, telephones, OA equipment, such as facsimile machines, and cassette

and video tapes have become major export items of electrical and electronic products.

Electrical and electronic products, which are produced in Indonesia, were exported to about
100 companies throughout the world in 1994, The major importing countries of
Indonesian products are the U.S A, Singapore, Germany, Japan, and the UK, in order of
vatue. Among thein, the U.S A. and Singapore are by the largest, jointly accounting for

60% of total export of electrical and electronic products from Indonesia.
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Table 2-3-5 Export Flow of Electrical and Electronic Products from Indonesia

(unit: 1,000 US$)

1989 1990 1991 1992 1993 1924 1993

CONSUMER PRODUCTS 108,351 138,532 232326 544,628 955442]1,339658 | 1412978
Electronic Consumer Products 1 601811 744351 220211 3R3,488) 742,419 11,088,307 | 1,143,257 |
1. Video Equipment T2 6,970 10231 190,351 42386 690.717| 530,730

2. Audio Equipmeat 20,567 393,73 81,0327 1632188 2623%4| 353903| 544,872

3. Other Consumer Electronics 38822 30,738 27,261 30,150 37,635 43657 72,615
Elecinical ConsumerProducts __F 481711 610970 1300051 1611401 213023 ] 2503511 264720
). Home Appliance Equipment 1,563 2002 3202 7,149 26,73 20,045 31,563

2. Cooler and Heater Equipment 53 682 29315 5202 15,390 17,037 15323

3. Lamps 8,077 10,146 14548 26,332 26,329 24,491 26816

4. Batteries & Electnc Accumulators 33000 48,197 89320 122456 11,573 180867 191,013
...BUSINESS/AINDUSTRIAL PRODUCTS | 27,564  30001| 125539] 2303,5H) 3939078 514.897] 612645
1 elecommunications ' 2035 6000|008 0| e 83 T es 8IS 9058
2. Data Processing 167 EPE) 22,1021 105714 101,965F 120,861 219545

3. Ofiice Equipment 16 134]  4261] 13238| 20881) es43s| 81,758

4. Industrial Equirnent 32 591 PEy| g63|  2910| 26825] 16014

5. Madical Equipment 140 357 52 32 654 1,34 2,889

6. Optical Equpment 20058) 32980} 19307 €929 t4ss39| mz7es| 137

7. Oiher Equipment 5,116 9,538 18237 59,610 60,032 91,8341 128708

TOTAL 135915 183545] 357865) 48171 §1.354349 11,851555 J2055,621

Source: “Laporan Kegiatan Dircktorat Industri Alat Listrik Elektronika dan
Telekomunikasi tahun 1995”, Ministry of Industry and Trade

Figure 2-3-3 Export Flow of Electrical and Electronic Products from Indonesia

(Unit: mittion US$)
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3.4.2 Import Trends

Table 2-3-6 shows the import flow of electsical and electronic products between 1989 and
1995. In these 6 years, the import of electrical and electronic products has rapidly
expanded at around 13.5% annual increase rate, and reached 1,671 million US dollars in
1995. The degree of increase of ¢lectrical and electronic product import is, however,
lower, compared with that of export. It is worth noting that exports have been greater
than imports in value since 1993. This means that the trade of electrical and electronic
products has remained in the black, and the industry contributes to gains in foreign

currency for the country.

By product category, in three categories, i, clectrical consumer products, electronic
consumer products, and industrial products, imports about doubled during the 6 yecars. In
terms of value, industrial products accounted for 87.9% of total import value in 1993, and
overwhelmed consumer products.  Among industrial products, telecommunication
equipment, data processing equipment, and industrial equipment are the top three import

ttems, each amounting to more than 100 million US dollars.
Major exporting countries of electrical and electronic products to Indonesia are Japan, the

U S.A., Germany, and France. These top 4 countries jointly occupy approxmately 70%

of total import.
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Table 2-3-6 Import Flow of Electrical and Electronic Products to Indonesia

(unit: 1,000 US$)

1959 1990 1o 1963 1933 195 193

CONSUMER PRODUCTS 107576 | 1412681 152502 13225 | 122216 | 143,563 202801
Wlecteonic Consumer Products | 43229] 456391 433%9| S0M61]1  IRRMS) 46602 ) 73,920
1) Video Equipment FAF]I.009 I | TSI R A 685 0,632

2. Avfia Equipment 26262 15303 24490 26263] asio| 11977 35466

3. Other Censumer Flecironics 9612 11,352 13,195 8,792 14,230 26T 27,831
lelectrical Consumer Products | 6LMIL 956091 1039131 81865) Bi363] 968711 128881
1. Home Appliance Equipment 19,296 2424 42,167 22,119 172612 25529 37,686

2. Cooler and Heater Fguipment 31,210 51,592 42319 37,100 33,053 35290 48,096

3 Lamgs 1.19 6971 9,762 9624 17,956 22,489 26,369

4. Batteries & Electric Accumulators 6,522 12,713 9,665 13,022 15,705 14,583 17,330

BUSINESS/INDUSTRIAL PROBUCTS | 675803 | 983,01911089,299 [1,474961 | 1,611,398 | 1447302 | 1,468,380
U Téiwommunicatons PO R T EEOR ORI R G S DR
2. Data Processing 108399 | 157,106| 329736 108850} 131,173 100902| 113812

3. Office Fquipment 3397] snoet]|  asse9]  3ames| 3asis| 31783 |  3s241

4. Industriad Equipment 149529 157,327 sozse2| 2s913| 232179 20873 257301

5. Medical Equipment 19537| 42408| si528| 46430)  s8378|  303m| 30218

6. Ogtical Fqupment 17,213 30000| 20084 18681} 265m| 2508 72799

| 7. Other Equipment 175997 | 297,199 32659 swozsl sspdn| 7567 465958

TOTAL 783,780 11,129,288 11.231,801 | 1,607,193 11733614 11590864 11,671,181

Source: “Laporan Kegiatan Direktorat Industri Alat Listrik Elektronika dan
Telekomunikasi tahun 19957, Ministry of Industry and Trade

Figure 2-3-4 Import Flow of Electrical and Electronic Products to Indonesia

(Unit: million UST)
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3.5 FUTURE DEVELOPMENT OUTLOOK

Investments in the clectrical and electronic industry by foreign assemblers such as the
establishment of joint venture companies have receded, but those by forcign parts
manufacturers continue stable at a high level. Thus, the cost competitiveness of the
electrical and electronic industry in Indonesia will be further reinforced, and it is considered
that the export of electrical and electronic products, chicfly consumer products, will

niaintain an upward trend.

On the other hand, the present diffusion rates of consumer electrical and electronic
products in Indonesia are very low as shown in Table 2-3-7. For instance, that of color
TVs in 1994 was less than 20%, which is less than one fourth that of Japan. Therefore,
domestic demand for TVs, for instance, is considered to keep expandingin the future  In

the same way, demands for refrigerators and air-conditioners would keep increasing.

Table 2-3-7 Demand and Diffusion of Major Electrical Appliances
(unit: 1,000 units/year)

1950 1991 1992 1993 1994
Color 1V Demand | 750 800 780 | 850 1,000
Diffusion 8% 10% 11% | 13% 16%
Radio Cassette | Demand | = 850 830 790 .1...820 §50
Player Diffusion 14% 15% 17% 19% 21%
Refrigerator Demand | 230 300 340 | 380 420
Diflusion % e 8% 9% 10%
Air-conditioner| Demand | 130 140 150 | 170 120
Diffusion |  1.9% 22% 25% | 29% 3.3%

Source: Jakarta Japan Club, 1994
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