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THE PALEMBANG PORT
AND SHIPPING STUDY
VOLUME I
ECONOMIC BASE SURVEY




1.0 ECONOMIC BASE SURVEY
1.1 Palembang Port Hinterland Studies
1.1.1 Introduction

Port hinterland studies comprise the first of
three sections concerned with cargo projections for tha
Port of Palembang. The purpcse of this chapter is to
define the geographic area deper.dent on port facilities
and on which the port depends for its cargo moveme.ts.
Based on the findings of port hinterland studies, 3S<ction
I-1.2, Hinterland Studies, examines the development of
hinterland. Section I-1.3, Port Cargo Trends, reviews
the historic developments in seaborne commerce. Port
cargo studies and forecast presented in Section I-1.4
utilize the findings of previous sections, along with
commodity information to prepare the port cargo estimates

for the period under review.

1.1.2 Method

There are several methods currently in use to
identify a port tributary area including transport cost
analyses, interport comparisons, and specific commodity
studies. 1In this study, the definition of port hinter-
land is based primarily on an analysis of port records
to determine: (a) inland origin and destination of
port cargo indicated therein and (b) relative importance
of different parts of the port hinterland for total port
cargo and for major commodities and commodity groups.
These findings are, however, compared with the results
obtained from other methods of estimating a port hinter-
land. The potential entrepot function of the port is
also briefly examined. The chapter closes with an
analysis of new developments likely to affect the existing


http:purpc.se

port hinterland during the period under review.

The analysis of Origin and Destination of Port
Cargo should consider destinations of imports to be those
given in the manifests as the addresses of consignees,
and for exports, addresses shown on shipping orders for
trucked cargo and loading points for rail or lightered
cargo. In reality, the final destination and the mani-
fested address on the import cargo do not always coincide
and the same is true for much of the export cargo. For
example, the major share of exports to Singapore are
really transshipped via Singapore to other dasstinations.
This also applies in the case of imported consumer goods
for which the importer's location is only the first stop
in a wholesale, retail and cohsumer network. For raw
material and semi-processed imports and exports, port
records reflect the actual origin and destination of
cargo more accurately except for certain commodities

such as those like rubber transshipped through Singapore.

1.2 Port Hinterland Studies

Port hinterland is an area dependent on port
facilities and on which the port depends for its cargo
movements. A definition and socio-economic analysis of
this area are required to estimate its future reeds for
port facilities and to evaluate the economic feasibility
of the proposed port improvements.

Several methods are currently used to identify
a port tributary area, including transport network
analyses, interport competition studies and inland origin
and destination surveys. In this study, the definition
of a port hinterland is based primarily on an analysis

of inland origin and destination of port cargo. These



findings are, however, compared with results obtained
from these other methods of estinating a port hinterland.

1.2.1 1Inland Origin and Destination of Port Cargo

The consultant made an independent investigatior
of inland generation of port targo as a part of the
commodity studies and forecas=s. The deficiencies of
the port traffic data referred to in Chapter III negated
its use in determining accurately the inland origi.s
and destinations of port cargo.

Direct information was obtained on inland origin
of major export crops and on carg> movements of industrial-
mining establishments using the project port. Similar
data for inland distribution of staple foods unloaded :n
the port was available from the government marketing
agencies. Indirect data on the inland origin and
destination of port cargo was derived from the analysis
of cargo movements through the port. To illustrate, it
was found that general cargo unloaded at Pertamina's
wharf was for the company's internal use and that cargo
handled in the midstream usually had originated or was
destined for points within port hinterland accessible

by river transport.

1.2.1.1 1Inland Destination of Unloaded Cargo
Table I-1.2-1 lists the principal products unloaded

in the project port in 1974. Detailed information on
the inland distribution of rice, sugar, cotton, fertil-
izer, timber, rubber and flour is presented in Chapter
III. Briefly, rice, sugar and flour are distributed

to major population centers in the South Sumatra pro-
vince. Prior to 1974, some very small volumes of staple

food products were also destined for consumption in the



TABLE I - 1.2-1

PRINCIPAL PRODUCTS UNLOADED IN PALEMBANG IN 1974.

(000 tons)

Products : Volume
Crude and oil products 2524.5
Rice : 90.9
Cement 61.9
Sugar 43.0
Salt ' 18.7
Coconut and oil 16.7
Flour ' 13.8
Logs and timber (000 m3) 8.0
Fertilizer 5.0
Cotton 3.4
Rubber 1.9
Other | 182.0

- Total* 2961,9

¥ Excluding Logs & Timber



TABLE I -~ 1.2-2

PRINCIPAL PRODUCTS LOADED IN PALEMBANG IN 1974

(000 tons)

Prodr.cts Volume
01l PrcAducts 1461.3
Logs (000 m3) 618.8
Fertilizer 173.5
Rubber 149.0
Coffee 41.0
Coal 74.0
Sawn Timber (000 mS3) 26. 4
Plywood 3.0
Other 36.6

Total* 4893.4

Excluding Logs & Sawn Timber



nearby Bengkulu province. Cotton, fertilizer, timber
and rubber unloaded in the port are destined for
industrial plants located in the Palembang area.
Substantial portions of imported cement are used for
expansion of the PUSRI fertilizer plant and for the
residential and commercial construction in Palembang.
Virtually all general cargoes, including salt and
coconut oil, are initially destined to importers and
wholesale distributors in Palembang. Most general
cargo is consumed in the Palembang area, according to
the provincial Trade Department spokesman, government
marketing agencies and shipping line and forwarding firm
representatives. A substantial part of this cargo is
food supply, spare parts and other goods unloaded at
Pertamina wharves for the internal use of refinery
employees and operations. Some food products and consumer
goods are distributed throughout the South Sumatra pro-
vince. Only a small volume is transshipped to the near-

by Bangka and Belitung islands and the coastal zones.

1.2.1.2 1Inland Origin of Loaded Cargo

Principal commodities loaded in the port of
Palembang are shown in Table I-1.2-2. Inland origins
of rubber exports are scattered throughout the South
Sumatra province as shown in Section 1.4, Figure I-1.4-3.
Coffee growing areas shown in Section 1.4, Figure I-1.4-4
are limited to the southern highlands of South Sumatra
and adjacent Bengkulu province. Coal shipments origin-
ate in the Muar Enim area of South Sumatra and oil
products are shipped from the Palembang's two refineries.
PUSRI fertilizer plant in Palembang is the source of

fertilizer shipments and some related products (oxygen,



ammonia, etc.) listed as "other" cargo. Sawn timber
is shipped from a score of saw mills dotting the Musri
river banks in the Palembang area while plywood is
produced in a new plant located 25 km. dowmstream
“rom “he city. Figure I-1.4-5 shows commercial forest
reserves and major logging areas supplying logs for
exportsz through the Palembang customs district.
General cargo is a residual category including
arong others, scrap iron, rubber tires, salted fish,
shrimp, tea, bamboo, sesame seeds, etc. For the most
part, general cargo loaded in the port originates in
the Palembang area, but some commodities are brought by

boat from rural parts of the South Sumatra province.

1.2.2 Interport Competition

The island of Sumatra is served by several major
and a large number of local ports aside from the port of
Palembang. The principal port in the northern part of
the island is Belawan located in the North Sumatra Pro-
vince some 900 km. overland from Palembarg. Padang is
the largest port on the West coast of Sumatra. At the
southernmost end of the island, 400 km. southeast from
Palembang, lies the port of Panjang. Of the local ports,
only Jambi, Bengkulu and Bangka Island interact with the
project port. Location of Sumatra ports discussed in
this section can be found in Figure I-1.4-1.

1.2.2.1 North and West Sumatra Ports
Because of the lack of land transport, natural

topography and long distances, the north and west
Sumatra ports have distinct and separate hinterlands

from that of Palembang. There is, however, important



coastal shipping between these ports and the pxoject
port. Palembang receives cement from Padang and coco-
nut oil from Bzlawan and ships fertilizer to these ports.
Tne proposed construction of the Traﬁs—Sumatra highway,
referred to below, is not expected to alter current
trade patterns.l

l1.2.2.2 Panjang

Panjang is one of the two principal ports serving
southern Sumatra. It is located in the Sunda straits
separating Sumatra from Java, some I30 statute miles
from Tg. Priok, Jakarta's main sea port. The Panjang
port is connected with the other principal port,
Palembang, some 400 km. away by road and rail transport.
The berthing facilities at Panjang comprise three
concrete wharves totalling 357 m. with a draft ranging
from 4-6 m. DWS. Two jetties on the east and narth
side of the harbor with a minimum depth of 3-4 km. DWS
are used for berthing local vessels. Water front
storage facilities total 8,400 m2 of covered space
not counting 10 warehouses owned by various companies
and government agencies.

A recent study recommended the improvement and
expansion of Panjang port facilities to handle anti-
cipated growth of port traffic.2 The first phase of
the development plan includes one interisland berth to

1Cement shipments from Padang will cease after the
Baturaja cement plant starts operations. Coconut
plantations are located in the coastal zones giving
preference to coastal shipping transport.

2Sir William Halcrow & Partners, Indonesian Ports Study:
Panjang, Jakarta 1975.




be converted later to handle LASH barge traffic. Three
additional interisland berths are to be constructed in
Phase II of the port development program.

Port tra“"fic totalled 746,000 tons in 1973, includin
537,000 tons of domastic and 210,000 tons of foreign trade
cargo. According to the study, "the natural hinterland -f
Panjang is Lampung province, although the zone of influance
may extend slightly into South Sumatra and to a lez=zer
extent Bengkulu".

1.2.2.3 Jambi ) _

Jambi is an inland port on the southern bank of
the Batanghari river approximately 300 km. from Palembang.
Because of severe physical limitations in the entrance
channel, the river and the harbor basin in the dry season,
the port can be used only by ships with 600 DWT; in the
rainy season this changes to 1000 DWT. The port
facilities include a concrete wharf, pontoon jetty, an
oil wharf, about 1000 m2 of covered storage space, plus
some cargo handling equipment. The port handled 263,000
tons of cargo (mostly rubber) in 1974, excluding 614,000
tons of timber, which is loaded in nearby Muara Sabak
and Ambang Luar.

Because of inadequate land transport facilities,
the hinterland of the port is determined by navigable
rivers in the port area. The Jambi-Muarabung road
improvement now under study will substantially expand
the port hinterland. On the other hand, the proposed
improvement of the Jambi-Palembang road may divert
potential port cargo to the superior deepwater facilities
available at Palembang.



1.2.2.4 Bengkulu

The port of Bengkulu located on the west coast
of Sumatra handles only ships with less than 2 meters
draft, i.e. less than 200 tons capacity. Larger ships
occasionally visiting the port anchor outside and are
served by lighters from the port. In 1972, the port
handled 14,200 tons of cargo mostly to and from Padang,
another port located on the west coast of Sumatra.

The principal seaborne export (5,400 tons in 1974) were
logs. Other export commodities from the Bengkulu
province are sent overland to Palembang and Panjang.

The port has serious problems with the high
rate of sand deposits in the harbor basin and with the
siltation of the entrance channel. There are no mech-
anical cargo handling equipment and ship bunkering
facilities in the port.

1.2.2.5 Bangka
Lighterage port located at Numtok serves the

Bangka Island. Principal port cargo includes coal and
tin ingot and pepper exports. A new quay is presently
under construction on Sungai Selan to handle local and
interisland passenger and cargo movements. Palembang
handles some cargo transshipments destined for Bangka
Island. No significant changes in the trading patterns
between Palembang and Bangka Island are expected in the
foreseeable future.

1.2.3 Transport Network Analysis
1.2.3.1 Roads
Road transport in Sumatra remains compartmental-

ized into largely isolated provincial road systems. This

10



situation has been brought about in part by long distance
between the major population ani economic activity
centers and in part by the nonavailability of inter-
provincial land transport. Most major roads are still
unpaved. Many paved roads are passable only with great
difficulty either because of deteriorated pavement or
bridge washouts.

1.2.3.1.1 Trans-Sumatra Highway

Fresently under construction or in advanced
planning stages are various sections of the Trans-Sumatra
Highway, traversing the entire length of the island.

The Trans~Sumatra road sections located within the project
area were studied recently by foreign consultants.
According to this study, no diversion of cargo from

the port of Palembang is expected.l

1.2.3.1.2 Jambi-Palembang Road

The proposed improvement of the provincial road

between Jambi and Palembang to all-season standards

would result in substantial savings in transport distance
and time. Physical limitations and high costs of cargo
movements through the port of Jambi indicate that the
port of Palembang could handle some cargo (notably rubber)
now moved via the port of Jambi. It is also believed
that the development of Jambi's large agricultural and

IENEX, Lubuklinggau - Telukbetung Highway Feasibility

Studv, Jakarta, June 1973.

The proposed imprcvement of the Lubuklinggau-Telukbetung
section of the Tranus-Sumatra Highway provides for an
improved secaled road over the full distance of 590 kms.
Within the port hinterland only minimal improvements
involving construction of a 4.5 m. wide pavement to

top of the existing road have been recommendad.

11



forestry potential could be acce  ~rated if dependable
road access was provided to a deep water port at
Palembang.

1.2.3.1.3 Rail Transport
The South Sumatra railway network is shown

schematically on Figure I-1.2-1 including the distances
between individual rail sections. The railway presently
connects major population and production centers in the
South Sumatra and Lampung provinces with the region's
two principal ports at Palembang and Panjang.l The
equidistant point between the two ports is approximately
5 kms. northwest of the rail station of Martapura on
the South Sumatra-Lampung border.

Since the variable rail transport costs tend to
be proportional to the distances travelled, the rail
transport-based port hinterland boundary would be

determined by equal distances between the two ports.

1.2.3.1.4 Java-Sumatra Cargo Movements

The analysis of Palembang port hinterland would
not be complete without the consideration of intermodal
competition for Java-Sumatra cargo traffic. The two
basic alternatives available to interisland shippers
include sea-intensive and land-intensive cargo transport.
Each alternative has in turn two subchoices: for sea
traffic it is the choice between sail ships and motor
ressels and for the land-intensive transport between rail-

l'I‘he Bengkulu province has only one small station
(Talang Padang) attached to the South Sumatra railway.
A detailed description of the rail transport system is
found elsewhere in this study.

12
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erry-rail transport and road-ferry-rcad transport.l

An analysis of the transport costs for land-
ntensive transport modes indicates that both the rail
nd road alternatives result in much higher total

ransport costs between Jakarta and Palembang than the

coastal sea transport. Even for the new roll-on/roll-off

f

erry, total interisland transport costs will be tno

prohibitive to compete with sea transport through the

port of Palembang.

This finding, however, is difficu. i to reconcile

with the fact of a substantial and growing interisland

ferry transport. Other studies examining this anomaly

concluded that the demand for "land-intensive” cargo

t

ransport between Java and the project area is due in

a large part to non-economic factors distorting the

coastal shipping system. A principal problem is created

b
f

y the so called "invisible payments" for unnecessary or

ictitious port services which often amount to over 100%

of the published freight rates in the major Indonesian

ports, particularly Tanjung Priok, serving the Jakarta

metropolitan area.2 These distortions help also explain

1A new roll-on/roll-off ferry, providing regular service

2

between West Java and Southerr Sumatra replaced old ferry
transport in June 1975. The new ferry has the transport
capacity of 500 passengers, 13 trucks and 4 cars and
makes the 25 kms. long Sunda straits crossing within

one hour. The ferry service links the Trans-Sumatra
idighway with the road network of Java.

NEDECO as quoted in World Bank's A Framework for Regional
Planning In Indonesia, Washington, D.C. 1974. An
indication of the extent of price distortion through
invisiple payments is the fact that rice is shipped

from Jakarta to Palembang by rail and ferry although
published rail tariffs are 133% higher than published
sea tariffs.

14



the existence of sailing ships which do not require
modern port facilities.

Since this situation has existed for gquite some
time, its effects are probably fully reflected in the
Palembang port traffic volume. Accordingly, no special
provision for port cargo diversion due to these reasons
will be made in this study. Or. the other hand, any
success that the governmert may have in curbing these
port practices, should strenythen the demand for inter-

island water transport.

1.2.4 Port Hinterland - Summary

Palembang's natural poru hinterland is the
South Sumatra province as showr in Figure I—l.2—2.l
The port provides the only deepwater facility for
handling seaborne commerce within this province. Because
of its inland location on the Musi river, the port is
readily accessible to virtually all parts of the province
by river. The nort is also linked with its hinterland by
road and rail traansport.

Aside from the South Sumatra's cocmmerce, the port
of Palembang handlec sone cargo for the province of
Bengkulu. However, the seaborne conmerce generated in
the Bengkulu province utilizes, for the most part, its
own port of Bengkulu and also receives and ships cargo
through the port cf Panjang.

An analysis of transport sector projects in

southern Sumatra leads to these tentative conclusions:

1If the port's transshipment function is considered, the
hinterland region for some types of seaborne comierce
will also include the rearby islands of Bangka and
Belitung and, to a much smaller degree, the local ports
serving Jambi and Riau provinces.

15
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(a) the proposed improvements of the port of Panjang
will have no adverse effect on the project port, but the
recently inaugurated RORO ferry service between West
Java and southern Sumatra may divert from Palembang

an insignificant volume of dorestic general cargo shin-
ments destined for the V. ‘tapura-Buturaja area; (b) the
construction of bulk cargo deenwater port in the Sunda
straits for coal exports will divert some, again
relatively small interisland coa. snipments from the
project port; (c) the construction of the Trans-Sumatra
Highway is not expected to have any perceptible positive
or negative e¢ffects on the project port; (d) the iﬁprove-
ment of Jambi-Palembang road aad the construction of an
interriver canal in the now isolated OKI Kabupaten would
expand the hinterland of the proiect port and stimulate

economic development of the new tributary areas.

1.2.5 Economic Base Studies
l1.2.5.1 Area

The project area is located in the southern part
of the island of Sumatra, the second largest land mass of
the Indonesian archipelago. The area is separated from
the West coast of Sumatra by a mountain range which
levels out to broad expanses of lowlands gradually
changing into marshes and swamps as they approach the
straits of Malacca and the Java Sea. Included in the
project area are two offshore islands of Bangka and
Belitung.

The climate is tropical, characterized by hea
rainfall, high temperature and humidity and only si ot
seasonal variations. The heavy precipitation has =2

leaching effect on the area's soils explaining the:r
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generally poor quality. By contrast, the area possesses
vast mineral resources including oil, coal, tin, bauxite,
copper, gold, silver, manganese and other ores. Non-
nineral resources include kaoline, quartz sand, feldspar,
sulphur, limestone, etc.

The project area covers over 11 million hectares.
Only 12% of the total is used for agriculture, the rest
is under primary forest or available for agricultural
development. The land use breakdown is shown in Table
I-1.2-3. Location of principal areas for potential

agricultural development are shown in Figure I1-1.2-3.

1.2.5.2 Population
1.2.5.2.1 Present Situation

The basis of population data and projections
used in this study is the 1971 population census. Soon
after its publication, the census has been severely
criticized for errors and omissions.l These generally
well founded criticisms were reviewed but found insensitive
to the purpose of this study.

Total population of South Sumatra was estimated
at 3.6 million in 1973. Only 27% of the total lived in
urban areas including 616,000 in the city of Palembang.
The geographical distribution and density of the popul-
ation throughout the province are shown in Table I-1.2-4.
The population density is lowest in the coastal swamp-
land regions of OKI and Banyuasin and large forest areas
along the Jambi province border. The ethnic composition
of the population is reportedly heterogeneous with trans-

migration adding to the diversification.

1RRNA, Sumatra Regional Planning Study Part B, Jakarta,

May 1975.
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Table 1-1,2-3

Land Use in Soilth Sumatra

Land Use
Forest

Agriculture

Agricultural Land Reserve

Ocher (urban, waste and

water)

Total

19

gectares

5,964,000
1,340,000

3,589,600

223,400

11,117,000

54-
12

32

100
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Table 1-1,2-4

South Sumatra Population in 1973

(Thousand)
Regio.1 Inhabitants Population
Per Km2
Palembang n.a. 616.1
Baryuasin 12 405.9
O.K.I. 22 456.5
0.K.U. 52 543.1
Liot 43 . 370.2
Lahat 96 391.5
Musi Rawas 12 296.0
Bangka 33 330.4
Pinang n.a. 76.8
Belitung 29 133.8
South Sumatra 27 3,620.3

21



Provincial population growth estimates vary
depending on the sources and definitions. According to
official statistics, South Sumatra's population grew at
an average annual rate of 2.2% in the 1961-71 period.l
The urban population of Palembang increased by only 2.1%
annually during that period.

1.2.5.3 Transmigration

Transmigration is the Government policy of a
geographically balanced population distribution in
Indonesia. It requires the relocat.ion of families from
the densely populated areas of Java and Bali to other
parts of the country including South Sumatra.

Gross migration to South Sumatra in the five year
period ending mid-1974 totalled 44,000 persons of whom
one-half settled in an already relatively densely
populated OKU region. (See Table I-1.2-5) Of
the 3,000 settler families targeted for South Sumatra
in 1974/75 only 500 or 16.7% were actually settled.

In the most recent period there has been reportedly a

net outflow of migrants from the project area.

l.2.5.4 Population Projections

Official population projections for the project
area indicate an average annual growth cf 2.2% during
the 1971-81 period. This estimate is questioned by

recent studies, which assume higher natural growth

lAlthough the Central Bureau of Statistics is not clear
on this point, the indicated growth refers to natural
increase only and does not include migration.

2An estimated 57,700 persons migrated from South Sumatra
to Jakarta area during 1961-1971.
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Table I-l.Zgg

Transmigration to South Sumatra 1964-1974

Arei of Settlement

Year 0.K.U. Musi Rawa Banyuasin Totai
1969/70 223 273 -- 496
71 1,689 1,613 2,522 5,264
72 2,809 -- 2,514 5,323
73 11,805 2,851 2,910 17,566
74 5,031 2,353 7,961 15,345
21,557 7,130 15,907 43,994

Source: Sumslera Selstan Dalam Augka Tahur 1973



recent studies, which assume higher natural growth
rates.l The problem of estimating the area's future
population is further complicated by indecisive trends
of the Government's transmigration policies.

For the purpose of this study, the average
annual growth rate, including migration to the area,
has been assumed at 2.5% p.a. through 1980 and at a
gradually declining rate thereafter as shown in
Table

According to the 1971 census, the economically
active population in the project area totaled 1.2
million people. The agricultural sector provided
employment to 70% of the total. Less than 4% were
employed by the industrial establishments, as shown in
Table I-1.2-6. Labor force is expected to grow slower
than the population as a whole because of the increased

availability of educational facilities.

l.2.6 Economy

1.2.6.1 Indonesia

Economic development of Indonesia since the New
Order of 1966 has been impressive as evidenced by
aggregate indicators of economic growth. (Table I-1.2-7)
The runaway inflation was slowed down, foreign debts
rescheduled and exchange reserves replenished. The
Government moved quickly to stimulate foreign investment
needed to finance Indonesia's economic growth.

The first development plan - Repelita I - =nded

in 1974 gave priorities to agriculturc and the develop-

l"prert Pessimistic Over Reduction of Fertility Rate",
The Indonesia Times, October 9, 1975.
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Table 1-1,2-6

Population Projections for South Sumatra

Ye:ar

1271
1940
1985
1990
1995
2000

Population

3,479
4,344
4,891
5,478
6,107
6,776

25

Annual Growth
Rate

2.5
2.4



Table I-1.2-7
GDP Growth in Indonesia by Sector
(Constant 1960 Rupiahs in Billions)

Sector 1966 1973 Annual Growth
Rate
Agriculture, Forestry,
Fisheries 236.1 303.4 3.7
Mining and
Quarrying 15.4 49.8 18.1
Manufacturing 36.3 63.3 8.2
Construction 8.4 26.4 17.8
Utilities 1.7 4.0 13.0
Transport and
Comm. 15.2 27.3 8.8
Trade 64.5 137.7 11.1
Financial 3.4 14.7 23.1
Public and Defense 24.3 34.0 4.9
Other 36.6 46.6 3.5
TOTAL 441.9 707.2 7.0
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ment of the country's exchange-earning natural resources.
In Renelita II (1974-79), -..e emphasis is on the creation
of employment opportunities. ilcreasing living standards
and a more balanced regional development. Because of
Inderesia's higher oil revenues, the pace of development
durica Repelita II has been substantially accelerated,
with the government raising th: economic growth targets
from 7.5% to 9.0% annually 1

Over the longer term, Indcnesia's potential for
productive investment, employmen: and income growth is
encourag:ng. In agriculture, the development of new
arcas, expansion of ongoing programs in irrigation,
introduction of high yielding crop varieties, improve-
ment of agricultural extension services, provision of
credit, farm inputs, etc. promises to yield high results.
The industrial potentia buoyed by large and growing
domestic derand is good, both for resource-bascd activities
and for labor-intensive light industries. There is
also a serious backlog of physical and social infra-
structure in any parts of the country.

Recognizing these problems and opportunities,
the government is striving to realize Indonesia's
potential and increase living standards. Assuming the
continuation of these efforts and favorable international
economic relations, the World Bank anticipates the
doubling of per capita consumption during the 1970-1985

period.

However, as a result of recent econcmic and financial
problems, the Government is now reviewing major project

pr%orities and slowing down implementation of certain
major projects.
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1.2.6.2 South Sumatra

Economic activity in South Sumatra is still
dominated by agriculture although less so than for the
country as a whole. This is due largely to the import-
ance of mining activities, particularly in the oil
sector.

Besides the oil industry, other growth industries
in the province were construction and services. Agri-
culture and forestry showed little change during the
1968-1972 period, but there has been a rapid growth in
log production and exports since then.

In recent years, the overall economic growth in
the province trailed the national average. The lag in new
investments in the productive facilities slowed down
between 1968 and 1972, compared with 7.1% for the country
as a whole. Despite its slower growth, the economic
wellbeing in the province is measured in per capita
GDP (excluding oil) is at Ps. 44,269 in 1972, well zbove
the national average of Ps. 33,467.l (Tables I-1.2-8
and I-1.2-9)

1.2.6.3 Agriculture and Forestry

1.2.6.3.1 Present Situation

The project area's economy is based on agri-
culture which employs 70% of the economically active
population and contributes 39% to the provincial
domestic product. The most important commodities of
South Sumatra are rice, rubber, timber, coffee, spices

(pepper and cloves) and cassava. The production of

lHendra Esmara, "Regional Income Disparities" in
Bulletin of Indonesian Economic Studies, March 1975.
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Table 1-1.2-8

zconomically Active Population of South Sumatra

in 1974
Activity Persons 3
Agriculture 849,640 69.3
Mining 26,101 2.1
Manufacturing 42,591 3.4
Utilities 767 .1
Construction 23,239 1.9
Trade and Commerce ] 96,427 7.9
Transport, Storage and
Comm. 30,296 2.5
Financing and Insurance 2,179 .2
Community Services 91,039 7.4
Other 63,685 5.2
TOTAL 1,225,964 100.0
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Table I-1.2-9

Economic Activity Indicators in South Sumatra

o€

é of GDP Average Annual Employment
Sector in 1972 ' Growth 1968-72 %
Agriculture, Forestry
and Fisheries 39.3 1.3 71.5
Mining and
Quarrying 16.8 9.0 2.2
Mariufacturing 6.1 5.5 3.7
Construction 3.5 10.2 1.9
Utilities 0.3 6.2 0.1
Transportation,
Communication and
Storage 7.0 6.2 2.6
All Other Sectors 27.0 7.5 18.0

TOTAL 100.0 5.0 100.0




these comnodities in different parts of the project
area is shown in Table I-1.2-10.

Upland cultivation dominates the agricultural
activity in the project area. Only rice is grown in
the eastern coastal lowlands. Extensive rubber plant-
ations and rice paddies are found in the northwestern
part of the province while coffee grows in the south-
western mountain region. Rubber and spices (pepper and
cleoves) are the principal cash crops grown on the Bangka
Island. The project area is deficient in major staple
food products including rice and sugar.

South Sumatra is an important and growing cource
of for=st production in Indonesia. Since its productive
resource base of 2.9 million hectares has been system-
atically exploited for only a few vyears, the long-term
development potential is great. Log production in the
province increased rapidly from 304,000 m3 irn 1971 to
943,000 in 1974, largely as a result of new liberal
timber concession policies. Timber-based industries
are still in their infancy but the proximity to the
Jakarta area makes the project area well positioned to
become a prime location for wood product, paper and
related industries serving the rapidly growing domestic

market.

Timber resources and individual crops are studied
in more detail in Chapter III (Traffic Studies and
Projections). Here it should be explained that tjie market
areas for these crops are not alwavs coterminous with the
provincial boundries. To illustrate, some rubber and logs
exported via Palembang originate in the border regions of

Jambi province while rubber and spice exports from Bangka
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Table 1-3, 2-10

>roduction of Major Crops in South Sumatra in 1972/73

(A

(Tons)
Area Rice Cassava Rubber Coffee Spices Total
(Paddy)

Palembang 33,303 1,967 - - - 35,270
Banyuasin 110,240 40,306 34,257 - 680 185,483
Musi Rawas 108,411 8,418 36,238 216 1,567 154,850
Lahac 114,750 9,425 9,643 12,538 1,666 148,022
Liot 67,549 13,957 21,575 2,067 941 106,089
OKI 106,810 11,688 18,996 29 - 137,523
OKU 172,303 33,184 13,537 21,059 492 240,575
Bangka 10,327 28,572 2,500 4 18,025 59,428
Belitung 799 4,849 113 2 936 ©,699
Pinang - 890 -- - - 890
S. Sumatra Total 724,492 153,256 136,859 35,915 24,307 1,074,829




Island, which is a part of South Sumatra province, are
shipped directly bypassing the port of Palembang.l

1.2.6.3.2 Future Prospects

The growth of agricultural production in the
project area is predicated or. more intensive cultivation
of the existing farming areas and on the implementation’
of various agricultural developmert schemes. Both
programs are briefly described and evaluated below.

The effects of these programs on project port traffic

are considered elsewhere in this study.

1.2.6.3.2.1 1Intensification Program

To increase rice production from the existing
farm areas; the Government has launched a rice
intensification program. Under this program, particip-
ating rice farmers obtain low cost fertilizer as well as
pesticides and agricultural extension services. The
current rice paddy production targets from "intensific-
ation" farms are 4.9 tons per hectare, compared with
about 3 tons per hectare for nonparticipating farmers.
While all farmers can take part, the program is mainly
implemented where the irrigation systems are available.
This helps expiain a relatively low participation rate

for the project area.

1.2.6.3.2.2 Agricultural Development Programs

Agricultural development is a continuing process

which is changing its scope, emphasis and direction in

1Until recently, rice imports to Bengkulu Province were
shipped, in part, via the port of Palembang. Bengkulu's
coffee exports continue to use the project port.
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response to emerging needs, preference and the avail-
ability of food and cash crops. The review of agri-
cultural development programs and projects presented

in this study is necessarily limited to those presently
under consideration and/or likely to affect commodity
flows through the port of Palembang.

1.2.6.3.3 Pertamina Rice Estate

The government is interested in rice estate programs
to overcome recurrent rice shortages in Indonesia.
Pertamina, the state-owned oil company, has undertaken
the establishment of one such estate in the project area.

The 20,000 ha. estate, currently being developed,
is located about 28 km. southwest of Palembang.

The first phase scheduled for completion
in 1978 will include 5,000 has. and is expected to yield at
least 6 tons per ha. The entire project should be com-
pleted in 7 years.l The project will include the rice
processing mill and storage facilities. Rice bran from
this mill will be treatea to extract edible o0il and to
produce cattle food. All marketing will be done by
Pertamina and most rice is expected to be distributed

for consumption in the project area.

1.2.6.3.4 Tjintamanis rroject

A consultant study was carried out by Nippon Koei
Company in 1974 on behalf of the FAO.2 The project area
comprised 20,000 has. of alluvial swamp flatlands in the

lower reaches of the Musi River, about 20 km. northeast

lAccording to the inforration received by the consultant,
the project will be retained, but possibly delayed as a
result of Pertamina's liquidity problems.

2Nippon Koei Company, Tjintamanis Agricultural Develop-
ment Project, Tokyo, 1974.
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of Palembang. Only 460 has. of the total area are
cultivated at present. This was done by spontaneous
transmigrants and local farmers. The socil is generally
poor, but could be easily enriched with lime and water
control and become highly productive for rice and other
Crops.

The study estimates that 6,431 transmigrant house-
holds could settle within the 7 years which would be
required to complete civil works. When the project is
in full operaticn, it will produce about 65,400 tons of
paddy, 4,000 tons of soy beans, 4,000 tons of peanuts
and considerable numbers of livestock. While technically
sound, the project's IRR was estimated at submarginal
7.3%. It is believed that the project would require
substantial government subsidies to procduce expected

results.

1.2.6.3.5 Belitang Proper Irrigation Project

This project was also studied by Nippon Koei
Company on behalf of the FAO.l The area covers 30,000
has. of which 20,000 are already intensively cultivated
with paddy and wvarious upland crops. Only parts of the
area are irrigated. The proposed project would rehabilitate
the existing irrigation system and irrigate new areas for
a total of 20,600 has. The full development of the project
will require 9 years and will result in additional
farm output of 132,000 tons of paddy, 10,000 tons of
soy beans and considerable numbers of livestock. The

project was found technically sound and economically
justifianble.

Nippon Koei Company, Belitang Proper Irrigation Project,
Tokyo, 1974.
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A World Bank mission is scheduled to vigit
Sumatra later in 1975 to appraise these and other agri-
cultural developments projects for possible World Bank

financing.

1.2.6.3.6 Musi Banyuasin Area Development

Another agricultural development scheme presently
under study is in the drainage and cultivation of
Banyuasin swamplands. This very large and pectentially
rich area is sparsely populated and little cultivated
at the present time. Following initial FAQ-financed
studies, a thorough evaluation of the area's agricultural
potential is nearing completion by the Agricultural
Technical Institute in Bogor, Java.

Preliminary findings indicate possible development
of 165,000 has. for rice, perennial crops {coconuts, etc.)
and fish ponds. It is estimated that the area could
produce 4-5 tons of rice paddy per ha. using conventional
agricultural methods and fertilizer. While the develop-
ment programs have not been fully studied and evaluated,
it eppears that the area between the Sebalik and Musi

rivers will be developed first.1

lThe development of the region between the Shalik and
Banyuasin rivers is affected by the salt water intrusion.

A preliminary assessment by the RRNA Sumatra Regional
Development Study team suggests that the high costs involved
in the development of eastern swamplands might make it
desirable to defer development of these areas.
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1.2.6.4 Industry and Mining
This section provides background information for

industrial and mining product studies and projections
presented in Section 1.4 of thisg study. The discussion
is limited, for the most part, to the general problems
confronting the industry, but reference is also made to

Ces . .. e 1
specific industries and mining activities.

l1.2.6.4.1 Industry

South Sumatra is a home fer several large scale
capital-intensive industries. Included in this group
are two oil refineries, fertilizer complex, textile mill
and a rubber tire plant. However, a large proportion
of the industrial labor force is employed by the industrie:
concerned with processing and grading of agricultural
raw materials, particularly rubber, coffee, pepper and
tiwber. All agriculture-based industries depend on
locally produced raw materials and export most of their
output.

Palembang is the center of industrial activity in
South Sumatra with about two-thirds of industrial permits
issued by the Province. The more important establishments
located there include the oil refineries, petrochemical
plant, PUSRI fertilizer plant, textile and rubber tire
industries, rubber processing, coffee grading, sawmills
and dockyards. There is also in Palembang area a large
number of small food industries producing for the local
market. An overview of industrial production excluding

lAt the time of this report no information was available
from RRNS's Sumatra Regional Planning study on the
activities and prospects in the manufacturing and
mining sectors. This discussion is based to a large
extent on the University of Bonn monograph on Industry
in Scuth Sumatra Province.
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petroleum products, is shown in Table I-1.2-11.

l.2.0.5 Petroleum Extraction and Refining

A recent slowdown in the world demand for o0il has
reduced refining activities at Palembang although the
domestic demand continued to grow. A related unsettling
development has been the Pertamina's ligquidity crisis
which has resulted in curtailing transferring or post-
poning a variety of investment projects including some
in South Sumatra.

Despite its current problems, the long-term
prospects for Indonesia's oil industry remain favorable.
The industry is still young and the success ratio in
exploration wells is considerably above the world
average. According to Pertamina, some 90% of Indonesia's
prospective oil and gas areas have yet to be explored.
Due to its low sulphur content, Indonesian oil is in
increasing demand in pollution conscious consuming
countries. The Indonesian oil boom stands also to
benefit from the political uncertainties in the Middle
Easti

In order to make more premium low sulphur crude
available for export, Indonesia plans to import increasinc
quantities of high sulphur crude from the Middle East.
In anticipation of increased Middle Eastern oil imports
plans are being made for the establishment of a deep
water port and central terminal station with as much
&s 10 million tons of storage capacity, at Semangka Bay
on the southern coast of Sumatra. This would permit
vary large crude carriers, or the super-supertankers,
to offload Middle East crude, which then would be trans-

shipped in smaller tankers to refineries in Indonesia.
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Table I-1.2~11
Industrial Production in South Sumatra

Measurement Year Ending June 30
Product Unit 1970 1971 1972 1973
Crumb Rubber 000 Tons -- 2 28 44
Urea 000 Tons 84 98 105 108
' Textile 000 Bales 5 12 15 18
Oxygen 000 Bottles 18 12 9 30
Plywood 000 m> 81 205 222 219
Foods 000 Tons 68 60 141 124

Beverages 000 Litres 433 545 243 165




Petrochemicals

Pertamina's first petrochemical plant, producing
20,000 tens of polypropylene annually, was inaugurated
in July 1973, at Palembang. Its output is used for
production of clothing fibres and bags for packaging
fertilizer and rice. Also at Palembang, plans are made
for the development of one of the world's largest
Aromatics plants, a joint venture by Pertamina and
Commonwealth 0il Refining Company. It will produce
materials for synthetic fibres and plastics to use in
domestic factories and for export.

Fertilizer

The fertilizer complex at Palembang procduces
urea fertilizer and related byproducts for the domestic
market. 1In existence since the early 1960s, the plant
uses natural gas pipelined from a Stanvac oil field in
Pendopo. The PUSRI fertilizer plant is a modern and
well managed industrial establishment currently being
expanded to eventually produce about 1.5 million tons of
fertilizer annually.

Textile Plant

A large thread spinning plant (Patal Palembang)

was constructed with public funds in 1969, reportedly
to stimulate economic development in the Palembang area.
The plant uses imported cotton as raw material end ships
most of its output to Java.

Rubber Tire and Tube Plant

This relatively ncw facility depends on local

raw materials and produces for the domestic market,
predomirantly in Java.
Medium and Small Industries

Rubber processing and sawmills are the two

principal types of smaller industries found in the
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project area. These establishments are located
throughout the province near the navigable rivers

which are used to ship the output to Palembang. Whereas
most processed rubber is exported, sawn timber is shipprd
to the Jakarta area. A recently opened plywood factorv
located downstream from Palembang can produce export-
quality plywcod panels.

According to a recent survey, 34 rubber factiries
were registered in South Sumatra in 1973, but only 27
were operacing. Of the total, 17 factories with 75% of
total capacity were located withir the municipal area of
Palembang. No similar information is available for the
sawmill industry but it is reportedly mucii more
decentralized.

Mining

The province of Southern Sumatra is rich in mineral
depusits including petroleum, coal, tin, natural gas,
gold, silver, limestone, etc. Only some minerals,
briefly described below, are mined commercially at the
present time.

01l fields have been located in the various
parts of the province, more recently in Kuang, Belinbing,
Liman Timur, Prebumulih, Tauying and Tiga region. Natural
gas is extracted chiefly from the fields in Kayu Agung
region from where it is piped to the PUSRI fertilizer
plant at Palembang.

Tin mining operations are centered in Bangka
Island. About half the national output is smelted at
Mentok (Bangky Island) prior to export. In accordance
with national policy, the smelting capacity is to be
increased so that all mine output may be exported as tin

metal. Recently completed UNDP mineral surveys identified

41



substantial additional reserves offshore the Bangka
Island.

Coal has been worked since 1919 in the open
coal mine, Bukit Asam &t Tanjung Enim. The coal is of
a good thermal guality, but not suitable for processing
into conventional metallurgical coke required by the
iron and steel industry. There has been a continued
decline in coal mining in the project area since the ear
postwar years mainly because other fuels were more
efficient and less costly. A new program for a massive
increase in the ccal mining operations is described in
Section 1.4.

There is also some commercial mining of minerals
used 1in the construction industry including limestone
(Baturaja), clay (Prabumulih), quartz sand (Bangka and
Belitung), andesite (Tanjung Enim) and granite (Bangka).

Mineral production in South Sumatra in 1973
is given in Table I-]1,2-12.

1.2.6.6 Trade

. Palembang is the hub of South Sumatra's commerce,
its principal population and administrative center and
the greatest port for foreign, interisland and local
cargo and passenger traffic.

Domestic waterborne trade of South Sumatra was
ecstimated at 810,800 tons in 1972, excluding the oil
refinery traffic. Of this total, some 90,000 tons was
local cargo moved between the provincial ports. The
region's principal trading partner was Western Java
including the metropolit: . Jakarta area. Distribution
of interisland commerce is shown in Table I-1.2-13.

Sawn timber, fertilizer, rubber tires, coal and textile
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Table I-1.2-12

Mining Production in Scuth Sumatra

Mineral Measurement Unit 1973
Crude il 000 Bbls 23,000
Coal 000 Tons 67
Tirn 000 Tons 21
Kaolin 000 Tons 9
Quartz Sand 000 Tcns 25
Natural Gas 000 MCF 73,000
Clay 000 Tons 3
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Table 71-1.2-13

Domestic Seaborne Trade of South Sumatra in 1972

(Tons)

Province Unloaded Loaded Total
Aceh -- -- --

Suiut 11,300 20,500 31,800
Sumbar 31,000 1,900 32,900
Riay 19,500 20,700 40,200
Jambi 9,600 3,300 12,900
Sumsel 45,000 45,000 90,000
Bengkulu - - -

Lampung 300 ) 2,200 2,500
DKI Jaya 158,100 176,800 334,900
Jabar 1,200 19,900 21,100
Jateng 1,100 125,200 129,300
Jatim 84,400 15,700 100,100
Kalbar 1,500 600 2,100
Kaltehd - © 200 200
Kalsel 500 - 500
Kaltim 100 3,200 3,300
Sulut - - -—

Sulteng - -- -

Sulsel 1,000 600 1,600
Sultengg 1,700 -- 1,700
Bali 500 2,100 2,600
NTB 1,900 1,200 3,100

TOTAL "371,700 439,100 810,800




yarn were the principal non-oil products shipped from
South Sumatra to other islands. Rice, sugar, salt and
cement were among the leading comnmodities brought to
the project area.

Most of South Sumatra's foreign trade has been
with Jingapore except for log exports which go to Japan
and coffee which is exported to Europe. Local rice and
sugar deficits have been met in part by imports from
Thaiianu and India respectively.



1.2 Past Cargo Trends.

The cargo which is handled by the Port of Palembang
is subdivided into six groupé. These are : imports, éxports,
interisland inward, interisland outward, local inward, and
local outward. Statistics on the tonnages of major commo-
dities handled have been maintained since 1971. TIn 1974 two
reporting periods were used, this section uses April 1974 to
March 1975.

1.3.1 Imports.

The primary imports handled by the Port include rice,
sugar, cement und asphalt. The total quantity of imports has
increased, from 1967 when only 105 thousand tons were handled
tc 1974 when 203 thousand tons were received. The average
rate of growth has been 10% but the actual trend has been
sormewhat erratic as can be seen in Figure I-1.3-1. The period
from April 1974 to March 1975 saw a slight downturn in total
demand for imports as well as in the specific demand for rice,
sugar and cement (Table I-1.3-1). These reductions are re-
lated to the general downturn in the level of economic activi-
ty rather than to increasing self-sufficiency of the reqgion

in these commodities.

The primary origins of these imports are listed in
Table I-1.3-2. Singapore remained the major source of imports
providing over 1/3 of the tctal. Japan and Thailand accounted
for another third, Korea, India and the USA also provided
major tonnages. The tonnages received from these countries
is listed in the same table. 3ingapore has been a major
origin throughout the present decade, but the quantities
received from Japan and Thailand have been steadily increasing.
The changes in tonnages shippad per origin over the past 4
years 1is shown in the graph in Figure I-1.3-2,
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l.3.2 Interisland and Local - Inward.

The primary interisland cargoes which were unloaded -
at the Port of Palembang include sugar, rice, cement, flour
and asphalt. The total amount of interisland cargo unloaded
increased from 104 thousand in 1971 to 165 thousand in 1974.
The tonnages of all primary commydities, with the exception -
of suger, increased during this p-=riod.

The local cargo unloaded during this period increased
in tonnage Zrom 59 to 65 thousand tons, however, there was no
steady growth. The tonnages handled for this four year period
are shown in Table I-1.3-3. The average rate of growth of the
combined tonnage of interisland ard local cargoes from 1968
to 1974 was 13% per year.
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Rice
Surar
Cotton
Flour
Cement
lsphalt
Salt
Fertilize:

Other

Total

TABLE I - 1.3-1

IMPORTS (000's wons)

1974* 1973 1972 1971 1970 1969 1968 1967 1966 196!
54.9  90.5 43.8 31.3 ”

10.1 21.6 — 5.5

3.0 2.8 1.8 1;9

S5 19 - 13.6

23.5 26.4 17.4 31.2

9.9 2.1 4.1 19.3

1.8 - 3.2 -

5.7 1.5 .5 —

93.3 99,0 78.2 72.2

202.7 245.8 149.0 175.0 181.- 126.: 136,- lQS.- 32,- 104 .~

April 1974 - May 1975

Source : BPP Annual Reports & Nedeco 12
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Singapore
Japan

Thailand
Korea
U.S.A.
Europe
India
Pakistan
Hongkong
Taiwan
Australia

TAELE I - 1,3-2

MAJOR IMPORT ORIGINS

(000 tons)

1975*% 1974%* 1973 1972 1971
39.8 78.1 70.0 50.4 80.1
15.4 43.7 40.0 14.3 16.5
3.4 28.1 17.3 6.7 11.0
18.2 22.3 -- 9.0 14.4
8.4 12.2 34.9 30.4 26.6
2 2.4 5.1 14.1 8.7
5.8 15.7 5.0 3.2 -
C— 9.3 5.1 5.5

8.8 - 47.4 9.9 -
-— 11.7 4.1 1.0

— 1.0 1.2 .8

* January 1975 - June 1975"
** April 1974 - March 1975
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TABLE

I - 1.3-3

INTERISLAND & LOCAL CARGO UNLOADED (000's .tons)

' 1974* 1873 1972 1971 1970 1969 1968 1967 1966 1965
Iinterisland
Sugar 29.9 32.5 39.6 31.6
Rice 26.0 13.8 8.2 21.0
Cement 51.3 39.3 32.2 25.7
Flour 11.8 17.5 2.6 2.2
Asphalt 8.0 5.5 4.2 -
Salts 14,2 19.1 17.9 14.5
Others 24,1 15.4 20.4 8.7
Total 165.3 143.1 125.1 103.7
local.
Coconut o0il 15,2 13.5 13.0 11.7
Others 50.2 61l.3 52.9 47.2
Total 65.4 74.8 65.9 ©58.9
All Total - 231 218 191 163 135 132 112 68 81 151

* April 1974 - March 1975
Source : BPP Annual Reports & Nedeco #12
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1.3.3 £Exports.

The prirary exvortsfrom the Bort of Palembans are rubber, coffee,
vay and lors. Tne rubber and coffee are miiled along the banks of the
rusi and are trancferred directly from the mills to the ships in'the St
stieam.  although the amount of rubber exporied declined in 1975 due to
a slumn in the world market, the cuantity shi»ped has heen increasing
cince 1956 at an averase annual rate of (.5, 'The amount of coffee
exvoriend has fluctuated durince the las: decade in 2 ran:e between 20
and 4Q ino.cand tons; the amount shippzd in 1974 was about 37 thousand
tons. The exvort of wax, primarily pa-~affin derived from the vetroleum
refired at Pertarmina's facilities, 127 ‘rereased from 7 thousand tons
in 19f3 o 31 thousand tons in 1974. The shirrent of loras hzs ircreased
cimificartly in the last two vears. From 1970-72 the quantity exnorted

rema2ined zround 190 thousand cubie meters, but in 1973 it climted to §32

ct

housand zubic reters and was only slightly lower in 1974. Table I-1. 3-4

2

ists the quantitv of each of thene com;odities vhich was exvorted during
the lzst 10 vears. The average rate of arowth for all exrorts has been

asout 6,5 since 1565.

me prirary destiration for tnese exports is Jinpapore which
received over 2/3 of the export tonnare, excluding lo~s, in 1%74. The
second most importent destination is the USA which received 46 thousand
tors of ~uvorto from fale=isn-,  The tonna~es hardled T btoth nf these

courntrics has been increasing as is shown in Table I-1.3.5.

The rrirary rarket for loms remains Javan. The armount shinpnd
to Japan in 1974 was 32/,000 cubic meters versus 146,000 in 1970, how~
ever, the relative share for Japan has decreassd in recent years as
new marx<ets have developed in T-iwan and Korea. 4 breakdown of thre

veligs shioned by dostinction is riven in Mable I-1.3.6..

1.3.4 Interisland and Lacal Carsoes - Outward

The primary interisland cargo shinced out of Palertan. is ureca
nroducad at the PUSKI fertilizer plant., The quantity shipned has increased
ravidly as the size of the »lant has increased. With the comnlotion of the

n the caracity of the nlont has inecreased to LBG,000 tons

o
(372 T™=tle I=1.3-7 ) In 197 a %otal of 224 thousand tons was shinped our
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TABLE I - 1.3-4

(000's tons)

W AX OTHERS , T OTA L

* April 1974 - March 1975

EXPORTS
Year RUBEER  COFFER
1974# 146.9 36.7
1973 ©163.0 21.8
1972 129.4 26.9
1971 125.6 21,0
1970 ' 112.4 25,1
1969 106.7 33.4
1568 110.7 28.4

3i.4 9.0
30.8 14.2
21.2 9.1
.23.7 8.2
24.7 4.6

9.3 5.0

8.4 10.5

Source : BPP Annual Reports & Nedeco #12

224.0
229.8
186.6
178.5
166.8
154.4

158.0

LO0OGS
(000757 13)
493.-
552.3
154.-
140.3
158.-

29.7



TABLE T-1.3-5

MAJOR EXPORT DISTIATIONS

(000's tons)

Yeaxr U.S.A. Burowe Sinrpvore FPhillinines Australia  Jeddah ‘onrkonz Javan Thailand
1575+ 19.3 5.2 1165 - - - 0.8 0,7 -
19747 45,6 15,9 159.9 0.1 0.4 3,2 1.0 0.7 -
1973 38,4 33,5 167.2 3.5 0.4 - 4.1 0.3 0.3
1572 29,0 17.9  122.0 2.5 0.2 - 4.8 0.9 3,2.
1671 37.9 10,0  114.5 5.1 - - 3.3 1.1 2.1
1970 39.2 6,7  105.6 3,0 0.2 - 2.7 2.7 0.9
106y 37.0 3.4 95.2 0.1 - - 1.5 36,8 4.8
1563 40,1 6.8 76,0 - - - 0.5 26,0 3.2

+*
april 1974 - March 1975

+ January 1975 « June 1975



TABLE I - 1.3-6

DISTRIEUTICN OF LCGS RY THSTINATICN (000 m3)

Year Janan Singavcre Taiwan Korea
1970 146 11 - -
1871 133 4 3 -
1972 134 15 3 -
1973 347 50 92 57
1974 326 15 111 38

1975%* 89 1 63 8

* January 1975 - June 1975.
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Iinteristand

Fertilizor
el oil

0il products +

Plywood

Otners

TOTAL
focal

Coal

011 products T

~ -
UVInArs

T0TAL

A1l Total

Logs -

April 1574 - March 1975

INTERISLAND & LOCAL CARCO IOADED (000's tons)

TABLE 1-1,3-7

1974? 1973 1672 1971 1970 1969 1968 1967 1966 1073
224.3 96,6 97.3 103.6
39.3 — 1,2 —
16'9 409 004 1.4
Tl = - =
15,6 2.3 1.0 19.1
300,2 104.0 99.9 124.1
4.9 2.1 19.9 32.4
63.0 69,1 72.1 68,1
34,2 32,0 32,1 36,5
02,1 103.2 124.,1 137.0
102 207 225 261 216 199 170 137 118 258
709 701 1.5 2.2

+ zerosene, fuel cil, LPZ, Vax

Scurce : EPF Apnual Report & Nedeco # 12-
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oI PUSRI's wharf. The primary destinaticons for the urea are
the bagging plants at Tanjung Priok, Cilacap, Surabaya, Cire-
bon and Semarang. The other interisland outward cargo amounted
to 76 thcousand tons in 1974, however, this included 35 thousand

tens of fuel in lighters which loaded at Pertamina wharves.

The primary local cargoes which are loaded in the Port
cf Palembang include fuel oil and kerosene. Coal was once a
najor lccal cargo but the tonnage handled declined steadily
ard amounted to cnly 29 thousand tons in 1974. The total ton-
nage of local and interisland cargo loaded in Palembang has
Zluctuated over the lac¢i ten years. If the tonnage generated
by Pusri is ignored then the tonnage loaded in 1974 was below
the average for this period. These figures are shcown in
Table I-1.3-8.

1.3.5 Petroleum

The largest tonnages handled in the Port of Palembang
are generated by the refineries at Sungail Gerong and Plaju.
Pertamina operates both these refineries. They are presently
supplied with crude via both pipeline and tanker. The present
capacity of the refineries is 70,000 barrels per day for Sungai
Gerong and 110,C00 barrels per day for Plaju; this amounts to
an annual capacity of 8.5 million tons. These refineries have
been operating at between 40 and 60% of capacity over the last
ten years. The amount of crude unloaded from ships has been
decreasing from an annual average of about four million tons
in the first five years of the 60's to three million tons in
the first five years of 1970. The amount of petroleum pro-
ducts exported from Palembang has declined due to the jacrease
in national demand so that now all products are shipped either
interisland or locally. The tonnage shipped out has fluctuated
over the past decade between I and 6 million. 1In 1974 the
total tonnage shipped out was 4.5 million tons. The tonnages
handled at the Pertamina facilities for the last five years
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are given in detail ir Teble I - 1.3-9. These volumes are
those that were reported to the port, and though they  -have
hot been verified by Pertamina, tliey are thought to be rea-

scnably accurate.
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TABLE I - 1.3-8

TONNAGE SHIPFED BY PUSXI PAST, PRESENT .% FUTURE.

(000's toné)

Year Quantitz

1671 103.6
<1972 97.3

1973 96.8

1974 224.3

Caoacitz In Bags In Bulk

1975 480 100 380
1977 1000 100 9S00
1980 1500 100 1400
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TABLE I -~ 1.3-2

PETROLEUM HANDLED AT PtAJU & SUNGAI GERONG*
(in OOC tons)

Interinsular & ILocal

Year Import Export Inward Outward Total
1970 -- 851 4072 3256 8180
1971 - 360 3053 - 3022 6435
1972 - 214 2052 5120 7388
1973 9 -- 3173 5548 8721
1574 -- 261 2418 4212 6891
1975 — 2650 3900 6550

Source : BPP statistics, Pertamina statistics

* Excludes oil products such as lube oil and locally
distributed fuel oil
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PORT CARGO STUDIES AND FORECASTS

1.4.1 Introduction

H

The primary purpose of the traffic forecasts
which follow is to determine the neced for an expansion
of existing terminal facilities at the Port of Palem-
bang. Traftic forecasts will also serve as the basis
for the analysis of the port's operational needs and
a determination of its physical expansion.

In 2ddition to their primary function, the
traffic estimates should serve other purposes as
well. As will be shown at some length later in the
text, the traffic projections used in this study
comprise several separate variables (i.e. traffic
streams). Each variable, in turn, is based on a number
of assumptions which are discussed in some detail.

Taken together, the variables and the assumptions which
underlie them create a working projections model, the
various parts of which can be modified or updated, as
new information affecting them becomes available. Hence,
it should be possible for the Palembang Port Authority
to refine and, if needed, to modify this model so as to
use it as a policy-making tool in the Authority's oper-
ations, eliminating much guess work from the Authority's
planning efforts. It may also assist the Authority to
correlate its policies and objectives with those of

the country and the region as a whole.

It should be said, however, that before any use
of the model is contemplated, 1its various componeut
parts should be thoroughly examined in the light of
existing information, as well as for its internal
consistency. The model, in its present form, is
inexact and probably incompleﬁe. It is so because

62



‘of the tire and data limitations and conditions under
which it has been prepared.

Time limitations were necessitated by the urgency
of relating the forecasts to a specific program for
the improvement of the port. A more serious problem.
ha: been encountered with regard to the availability
and quality of port cargo statistics. The inadeguacy
or liack of port statistics in the daeveloping countries
is « widespread phenomenon that has long been a source
of corcern to port planners.* In Palembang, port
traffic reporting is additionally hindered by a de
facto autonomy of several major port users and a
muititude of cargo handling facilities and operations
in the port area. Since certain principal port uscrs
repcrt only partial cargo movements, information from
Port Authority sources is adjusted to include other
cargo flows identified by the consultant. Furthermore,
the current port traffic classifications were not
designed for planning and suffer from lack of clarity
and comparability.

Before turning to specific commodity studies
and projections, a final note is needed. Because of
its regicnal significance, the port of Palembang serves
as a transshipment port for other minor ports in
Sumatra and nearby islands. To an unknown extent this
transshipment is direct (ship-to-ship) and, therefore,
represents doublecounting. The volume of double
counted cargo is nct considered significant for the

purpcse of this study.

-

*united Neltlicnas, port Statistics, New .York, N.Y., 1972
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1.4.2 Port Cargo Traffic

The port of Palembang handles international,

interisland and local cargo traffic. Both public and
private facilities are available to load, urload and
store port cargo. A substantial volume of cargo is
handled directly betwéen the ships and barges in the
midstream. The bulk of log exports is loaded aboard
the ships outside the port, but within the port customs
area.

The basic categories of port cargo published by
the PPA include foreign shipments (exports and imports),
interislané cargo shipments and arrivals, local cargo
loaded and unloaded in the port area and, as a separate
cactegory, cargo moved in sailing vessels.*

Traffic volume for each cargo category in 1974
is shown on Tables I-1l.4-1 through I-1.4-4, Estimated
allocations of cargo traffic to individual cargo
handling facilities are also shown. Table I-1.4-5
surmarizes port traffic by major commodity flows and
forms the basis for port cargo traffic forecasts.

Nearly 8 million tons of cargo were handled
in the port area in 1974. Of the total, 7 million
tons were crude oil and refined petroleum products
moved by the Palembang's twc refineries. Log exports
were estimated at 619,000 m3, including 526,000 m3

loaded aboard ships outside the port area. Fertilizer

* All domestic cargo shipp=d in motor ships 2C0 miles
or more is classified as interisland, under 200 miles
as local, with the exception of the route from Palembang
to Jakarta which is serviced both by Nusantara and Local
Shipping Line 5. River hLoat deliveries or pickups from
various private godowns in the port area are not recorded
as port traffic. All cargo shipped in sailing vessels,
regardless of distances, is recorded as sailing ship cargo.
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TabLle I-1.4-1

Foreign Cargo Traffic in Poxrt of Palembang in 2974
{000 Tons])

_ Pert pacilities Principal

Boom Prusri Loy Pertawina Hid rail Salt Trading
Commodity Baru Vharf Pond Wharves Stream Whari Wharf Other Total Arca
Iwports
Rice 39.7 11.5 51.2 Bangkok
Sugar 7.1 3.3 10.4 1India
Cotton 3.4 3.4 U.S.A.
Flour 0.5 0.5 Singapore
Cement 0.6 14.9 15.5 Singapore
Crude 0il 30.0 30.0 Singapore
Fertilizer 4.5 4.5 Singapore
0il Products 11.0 85.1 96.1 Singapore
Other 53.0 1.9 27.4 0.6 _ 82.9

[e)
o)} .
Potal Imports 114.8 6.4 142.5 30.8 294.5
Laports
Timber 92.81 526.0% 618.8% Japan
Rubber ' - 149.0 149.0 Singapore
,Coffuee 39.5 39.5 Europe
Crude 0il . 31.7 31.7 Singapore
0il Products 0.6 229.0 229.6 Singapore
Scrap lron - 2.3 2.3 Singapore
Sesame Seed 2.8 2.8 Singapore
Other 2.3 S 1.8 4.1 Singapore
‘fotal Exports 2.9 , ,,‘;)  229.0 227.1 (1) 4590t
17,7 6.4 3915 257.9 (1) 753,51

Grand ‘otal

(1)

‘"imber exports shown in

logs were cxported from outside the port. ¢

3

thousand‘m3 aﬂd5nb£:included in total. An estimated 526,000m™ of



Table T-1.4-2

Interisland Cargo Traffic in Port of Palawbang in 1974
(VU0 tuns)

Port Facilitics Principal
Boom Pusri Log Pertamina rHad Rail Salt : Tradine

Commodity Baru Wharf Pond Wharves Stream Wharf Wharf Other Total Arca
Unloaded
Sugar 32.6 32.6 Surabaya
Rice 32.0 : 32.0 Surabaya
Timber : 2.0 8.0 liesuji
Salt 8.2 : L0.4 18.6 Madura
Cement ' 46.4 o 46.4 radang
Flour - ‘ 11.4 11.4 Surabaya
Crude 0il . 2388.3 2388.3
Fertilizer 0.5 0.5 Belawan
0il Products 10.1 10.1

n Other 13.4 37.6 51.0 Jakarta
Total Unloaded 78.1 0.5 2425.9 75.9 10.4 8.0 2598.9
Loaded .
Fertilizer 171.7 . 171.7 Pulau
,0il Products ) 4137.9 4137.9 Java
Coal . 1.1 1.1 Bangka
Plywooi 3.0 : 3.0 Jakarta
Timber ‘ i 3.2 3.2 Jakarta
Other 0.9 2.3 I 0.7 3.9 Jdzkarta
Total Loaded 0.9 174.0 - M 4137.9 3.7 1.1 4317.6
Grand Total 79.0 174.5 (1) 6563.8 79.6 1.1  10.4 8.0 6916.5
(1)

Volume in thousand m3; not included in totals.



TaLle I-1.4-3

LS

Local Cargo Traffic in Poit of Palembang in 1974
(00U Tons) ’
S Principal
Boom Pusri Pertamina Rail Trading
Commodity Baru Whoar £ Wharves Wharf Area/Port
Unloaded
Flour 1.6 1.6 8, Kelapa
Coconut Cil 14,9 4.9 Rlau
Rubber 1.9 1.9 Pontianah
Rice 7.7 7.7 S. Kelapa
0il Products 1.6 l.6 S. Kelapa
Other 36.0 36.0 S. Kelapa
- Total Unloaded 65.1 65.1

Loaded +
Sugar 1.5 1.5 Bangka
Fertilizer 1.8 Bangka
Coffee . 1.5 1.5 S. Kelapa
0il PrYducts 3.7 62.1 Bangka
Timber 8.7 8.7 S. Kelapa
Cocal. 27.9 27.9 Bangka .
Other 19.3 1.9 21.3 S. Kelapa
Total Loaded 26.0 3.7 27.9
Grand Total 91.1 3.7 27.9

1Volume in thousand m3;

not included in total.



Tacle I-1.4-4

Cargo Moved in Sailing Ships Via

ralembang in 1974

(Ifons)
Commodity ‘ Volune
Unloaded
Coconut 0il ' 1,817
¥Flour 385
Salt : 115
Other ) : 10,453
Total Unloaded 12,770
Loacded 1
S52.n1 Timber 14,516
Sugar 291
Other ‘ . 397
Total Loaded 688
Grand Total -13,458
1

Volume in m3; not included in total.



Table I-1.4-5

Cargo Movenc2ts in Port of Palembang in 1974

(000 Tons)

Foreign Trade Domestic Trade v

Inter- Sail Total
Commodity Imports L¥norts Total Island Local Ships rotal Cargo
Rice " - 51.2 51.2 32.0 7.7 39.7 90.%
Sugar 10.4 10.4 32.6 1.5 0.3 34.4 44,8
Cotton 3.4 3.4 3.4
Wheats&Flour 0.5 0.5 11.4 1.6 0.4 13.4 1.9
Cement 15.5 15.5 46.4 46.4 61.9
Crude 0il 30.0 31.7 61.7 2388.3 2388.3 2450.0
Oil Products 96.1 229.6 328.7 4148.0 63.7 4211.7 4537.4
Fertilizer 4.5 4.5 172.2 1.8 174.0 178.5
Rubber 149.0 149.0 1.9 1.9 150.9
Coffec 39.5 39.5 1.5 1.5 41.0
Coal 1.1 27.9 29.0 29.0
Plywood ‘ 3.0 3.0 3.0
Salt i 18.6 0.1 18.7 18.7
Coconut Oill : 14, 1.8 16 7 16.7
Sawn_Timber ' 11,2 8 14,5 34.4 34.4
Logs?l 618.8 618.¢€ 613.5
Other 8B2.9 9,2 92.1 54.9 57.3 10.9 i23.1 215.2
Total 294.,5 459.0 753.5 5908.5 179.8 13.5 7101.8 7855.3

lLog shipments in thousand m3 not included in total. Log shipments include

526,000 m3 exported from outside the port.



shipmer.cs Irom the PUSRI urea plant wcre at 178,000

tons, the third largest port cargo category followed

Ly rubber exports totalling 150,000 tcns. Food

s, ccal and a wide range ci finishcd consumer
cO

ods represented the other 560,000 tons of

Ms alrecady mentioned, oil and fertilizer cargo
was haadled for the most part by Pertamina's and
Pusri's waterfront facilities. Total cargo handled

over Bocon Earu - Palembang's public terminal - was

estimated at 288,000 tons in 1974. This conpares
with 26C,000 tons of non-oil cargo loaded or unloaded
ircw the ships in the midstream. Smaller volumes of

czeciiic commodities, such as lcg:s, coal and salt,

¢ and stored in other facilities located in

=
I
A
©
i1
¢
<
o

ort area. All cargo carricd by prahus (sailing
c¢ls), apurcximately 25,000 tons in 1974, used the
n

g snip terminal adjacent to Boom Baru.

1.4.3 Port Cargo Forecasts-

This study analyses and projects individual
commodities and commodity groups using the port
facilities. Several recgional development and in-depth
comnmodity studies prepared by others for South Sumatra
and Indonesia in recent years, have been used in
preparing port cargo projections. An effort has been
made to update these studies to reflect the irpact of
the 1973-75 worldwide reccssion and recent develop-
ments in Indonesia's oil industry. '

Projections of individual commodities and
commodity groups are releted to and projected in terms

of socio-economic variables affecting and/or determining



their growtli. These parameters described elsewhere
in this study, include relevant demographic, economic,
locaticiial and technological considerations. For some
products, estimates cr developwent targets of principal
port users have been utilized. We have also gererallv
assumned thnrouchout the whole study:
- rational economic behavior:
= government pcliicies stimulating and
encouraging cconomic growth and reducing
or eliminating obstacles to such growth;
-~ availability of port facilities to handle
projected cargo flows;
- absence of war and natural disaster.

Rice

Present Situation

Rice is the principal staple crop in Indonesia
and the prcjcct arca. An estimated 408,000 tons were
produced there in 1975. The main rice growing area

r

G
in the prcjact port hinterland are shown in Figure I-1.4-1.

Despite widespread cultivation, the region
does not produce enough rice for its own consumption.
Over 70,000 tons of rice were brought in from outside
for distribution in 1%74. The official estimated
deficit for 13975, prepared in the spring of that vear,
was £3,00C tons. Adverse agriculrtural cevelopnents
during the yvear suggest that the actual deficit may be
higher. Table I-1l.4-6 presents rice production, consump-
tion and deficit (surplus) estimates for different
pvarts of the port hinterland in 1975.

Projections

The per capita consumption of rice has grown
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Table I-1.4-6

Estimate of Rice Produ:ction, Consumption

and Deficits i South Sumatra in 1975

(000 Tons)

Deficit (-)
Region Production Consumption Surzlus (+)
Palembang 12.8 83:2 - 70.4
makz 7C.9 53.3 + 17.2
C.K.I. 77.0 63.6 + 13.4
0.K.U. 87.0 77.4 + 9.6
Liot 41.8 51.9 - 10.1
Lahat 65.8 53.0 + 12.8
Mura 47.1 36.1 + 11.0
Pinang 10.7 - 10.7
Bangka 5.3 43.4 - 38.0
Belitung 0.4 18.4 - 18.0
Total 408.1 451.4 - 83.3




rapidly in recexnt years in Indonesia and the project
area. According to official sources, it was estimated
at 131 kg per person per annum in South Sumatra .in
1975, A low, but positive, income elasticity of demand
fior rice has been projected for Indonesia in recent

P50 studies.* In the long run, the per capita demand
growth will level off and possibly decline, reflecting

changes in dietary preferences ané nutrition standards.

On the production side, some increases are
expected from higher yields on existing farms and from
the extension of rice cultivation to new areas. %he
implementation of the Pertamina's rice estate project
will »rovide an additional supply of rice for local
consurption. 2Also likely, but not specifically con-
sicered in the :orecaét, are rice surpluses from the
zgricultural development of the Banyuasin region.

Projections of rice demand, production and
deficit in the project are sumnarized in Table I-1.4-7..
It will be noted that the expected level of rice
imports will show little change over the period under
review although one can expect substantial year-to-
year fluctuations. .

Sugar

Present Situation

Per capita sugar consumption in Indonesia has
nearly doubled since the early 1960s, but still
remains at 9 kg p.a., among the lowest in the world.
The total sugar demand has grown at over 5% annually,
due in part to the heavy subsidies bv the government
which coasiders sugar an essential foodstuff.

*F30, Acricultural Comuodity Projections 1970-1989,
Rome 1971, .
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Table~I;l.4—7.

- Projections of Rice Shivments Via Palembang

(000 Tons)
Year ' . Yolume
1974 90.9
1980 154.0
1985 162.0
1990 . 70.0
A1995 , 193.0

2000 189.0



its own demand. Domestic sugar is grown rainly in Jav
witn more than 75% of total output produced by state-

owned estates. Sugar production has increased erratic
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w0 sugar is grown in the project area. A total
ci 43,000 tons were unloaded in the port of Palembang
in 1974. Nearly 2,000 tons were subsequently trans-
shipped by water to nearby destinctions.

LULCG, a state food distributicn agency, has a
monopely orn local sales of imported sugar. Domestic
sugar is distributed by BULOG and private business,
the lacter accounting for about 10,000 tons in 1974,

An indication of the inland market for sugar
snipped via Palembang can be gathered from the BULOG
salcs to its authorized distrikbutors shown in
Table I-1.4-9. Sugar brought in by private businessc
is sold primarily in the Palembang area.

Projcctions

Repelita IY target for sugar is to increase
domestic production by 6% annually. Even higher pro-
duction targets were considecred possible by a consort-
ivm of Gritich consultants commissioned by the World
Bank to study the Indonesian sugar iandustry. The
Government of Indonesia is trying hard to ineet these
figures by rehabilitating and expanding the sugar
industry with financial aid from the World Bank and
Asian Development Bank. Since expansion of sugar
precduction in the traditional areas of Java is
hampered by competing demands on land and manifold

administration and management problems in the governme
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I'ndoresiz grows sugar, but not enough to supply
its oun demand. Domestic sugar is grown mainly in Java
with more than 75% of total output produced by state-
owned estates. Sugar production has increased erratically
in racent years at an averagé annual rate of slightly
over t£% as shown in Table I-1l.4-8.

No suygar is grown in the project area. A total
«f 43,000 tons were unlcaded in the port of Palembang
in 1974, Nearly 2,000 tons were subsequently trans-
shipped by water to nearby destinations.

BULOG, a state food distributiocn agency, .has

o

monopoly on local sales of imported sugar. Domestic
sugar 1is distributed by BULOG and private business,
the latter accounting for about 10,000 tons in 1974.

An indication of the inland market for sugar
shipped via Palexbany can be gathered Zrom the CULCS
a

les tc its authorized distributors shown in

102}

r3

able I-1.4-9. Sugar brought in by private businesc

iJ.

$ s01ld primarily in the Palembang area.

. o .
Proiectiones

Repelita II target for sugar is to increase
comestic production by 63 anaually. Even higher pro-
duction targets were considered possible by a consori-

ivm of British consultants cocmni

n

sioned by the World
Bank to study the Indonesian sugar industry. The
Governoment of Indonesia is trving hard to meet these
figures by rehabilitating and exparding the sugar
industry with financial aid frcw the World Bank and
Asian Development Bank. Since cepansion of ougar
production in the traditional arcas of Java is
hampered by competing demands on land and manifold

administraticn 4nd management problems in the government-
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Tulble I-1,4-8

Sucgar Production and Consumvoticn in Indonesia

(GOJ Tonsi

Year Production B mports "Ezﬁiigb
1568 752 ' 108 806
1969 922 78 1000
19790 873 118 991
1971 1041 150 1191
1972 1131 15 1146
1973 944 162 1106
1974* 1080 113 1193

*ihggregate demand was campened in 1974 by a 20%

increase in the wholesale price of sugar.



owrned mills, Government interest in plans for expanding

ugar production in the outer islands (including Scuth
Sunatra; is incrcasing.

Recently, a team from the Directorate-General

of Plantations conductec surveys cn the possibilities
of establishing a trial sugar» cane plantation in South
Sumatra. The areas surveyved werve Cintamanis, Musi
Banvuasin, Botung, Petanggan, Beturaja, Martapura (OKU)
and Subanjeriji (LIOT). The Directorate reportediy

intznds t Pen 14 sugar-cane plantations with a total

o

G o
area of 20,000 has. and to build 10 sugar factories with
ty of

a capacit €,000 tons a day. 1In addition, extensive
sugar plartations (including five sugar mills) are uncer
construction or in advanced planning stages in the
adjaccnt province of Lampung.

The overall eifect of consumer preferences and

‘)1
[43]
[
2
6]
[
':
3
}-
U
]
&)
)

availadility of more locally produce
initial increase in the rate of seaborne sucar shivmnents,
with some levelling off in the latter cart
uncer review, Table I-1,4-1C0 summarizes pr

water shipnents cf sugar via the project port.

Present Situation

Several textile plants are located in the Palem-
bang area, including a larce scale (

gtate-owned spinning mill., Cotton is the principal

aw material and is imported mainlvy from the United
States. The state-owncd mill preoduced for the national
arict and tre production levels and raw material

ascs are only marginally related to port hinterland

-
I:

i
O
v
£

requiranents.*

of tho mill's output is sold in Sumatra.
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Table I-1,4~9

Oifficial Sucar Sales in Port Einterland:

in Zosril 1275

Area Tons 3

Palembang 1850 , 47.8
Muba : 275 7.1
0.K.I. ' 275 7.1
0.X.U. 300 | 7.8
Lio% 240 : 6.2
Lahat 325 | 8.4
Mura 325 8.4
Bangka 250 6.4
Belitung - _150 3.9

Total | 2870 100.0




Table I-1.4-10

Sugar Shipments jn Palembang

Year Unloaded Locaded* Total
1974 42,000 : 2,000 45,000
1980 76,200 . 3,300 79,500
1565 120,000 4,300 124,300
1930 150,000 4,200 154,200
1995 182,000 3,500 185,500
2000 221,000 3,300

224,300

*Secondary Distributica by water



Projections

Naticnal daemand for textile products has grown
rapidly, reilecting botn tihe population growth angd
riging per capita consumpticn. Accerding to the
lrectorate General of Textiles, the demand for

cted to grow at 9% annually in the
near term future. Over a longer period of time,
increasing conmpetition should come from the synthetic
fibres cu be produced by the Palembang's petrochemical
complex. Plans are also underway to expand national

s
(>

tion

[¢2

WIXO

&

A

f cotton - now surplying only 1% of total

H
1

o
dernand, including cotton plantations in the project
a

u
.. Finallv, it is expected that an increasing

€
g
(\
s

ware of the spinning mill's output will be consumed

n

within the project area and depend only partially on

vater transport. Table I-l.4-11 presents projections

-t

ni seabcrne shipments of cotton based on the trends
and assumptions discussed above. Seaborne shipments
of textile products are projected as general cargo
movenents elsewhere in this study.

Wheat and Flour

Present Situation

No wheat is procduced in Indonesia and all wheat
for domestic consumption is imported. Because of the
relatively narrow demand in Sumatra and centralized
purchasing, imported wheat and £flour are transshipped '
to Palembang from Java ports. Approximately 80% of
locally consumed wheat and flour is distributed by
BULOG, an official marketing aguncy which sells it
through 13 authorized dealers located . throughout South
Sumatra. Table I-1.4-12 shows official sales to different

parts of the project area in April 1975. The remaining
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Table I-1.4-11

Cotton Shipmonts wvii 2ort of Palewbang
(000 Tens)

Year Volunme
1974 3.4
1980 5.6
1985 6.9
1990 ' 8.9
1935 10.6

2000 ' 11.9




Table I-_.4-12

CZficial Vheetr and Flour 8:zlcs in Port of Palembang

Aran Tons %
Palembang 875 41.7
Muba 100 4.7
0.K.I. 140 6.7
0.K.U. 135 6.4
Liot o 125 6.0
Kahat | 175 8.3
Hura - 325 15.5
Bangka "125 6.0
Belitung 1c0 4.7

motal 2100 1C0.0




20% is brought in by private business and sold primarily
in the Palembang areca.

Projections

FAO projections of demani for wheat and flour

ndicate an average annual gfuwth of aktout 4% through
8G. Demand for wheat in Indenesia is income-elastic;

& per capita income levels rise, wheat increasingly
replaces vice in the urbar povtilation dict. There is
reagon to believe that FAU's projections, based on
very conservative income growth assumptions, will fall
shert of actual demand. | )

This study assumed an initial average growth of
€% per annum, gradually declining tc 2.5% per annum
by the end of the forecast period, as shown in
Tarle I-1.4-13.

Cement

Present Situation

No cement is prcduced in the project area. OF
the 02,000 tons of cement unloaded in Palembang in
1374, thrce-IZouwths originated elscwhere in Indonesia
and ore-fourth was imported. Cement is also unloaded
in other gecrts serving the project area including
Jambi, Dangra and Belitung. No accurate data for the
cecondary ports are aveilable, but the total volune
of cement unloaded in these ports in 1974 is estimated
at 12,000 tuns.

The cement traffic showed rapid growth through
1573, rising at an average annual rate of 12-13%. A
sudden jump in impOrted cement prices dampened the
demand in 1974, but the situation improved in 1975
following the government's stabilization measures and
the opening of two large cement factories in Indonesia.
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Volume

13.°9
19.5
24.9
30.4
35.2
39.8
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Projections

Cement movenments throucgh thoe project port are
expactei to change fundamentally as a result of the
constwuction of a cement factory at Baturaja in the
projr:ct area. The cement plant, established by

domestic interest with the ADB financing, is scheduled

o

1

o svart production in 1978. As presently envisaged,
the 2zivraja cement plant will produce initially akcut

500,000 tons of clinker per annum., One-half of this
volume will be railed to Palcmbang where a grinding
plant will be constructed on the lkusi River zank nea>
the leratapi wharf.* The expansion of thLe aturaja
plani's capacity to over 1 nillion tons annually is
planned for 1983,

The cement produced at Palembang will replace
invard cament shipments to the prcject-area includ
Sarbi prevince and the islands of Banglia and Belitung.

A large portion of local output will be digtrisucad
within the province hv road ané rail. River transp
including coastal shipmenfs to Jambi, Bangka and °
Belitung wiil become a part of the distributioca network.
Uccasional production surpiuses will be exported or
siippcd to other parts of the country. Finally, input
requirenments for the Palembang and Baturaja plants
will be shipped to and unioaded in the port of Palerm-
bang.

Naticnal estimates of cement consumption rroject

averace anrnval rates of 17-20% through *ic mid 1980s,-

compared with & rate of nearly 21% during the mcst
~ine otnzxy 10U, dC0 tongs or clinker will be railed +o
& grinding; vlant to be locazted at the port of Teluk,
Dayur in Lampung.
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Crude 0il and 0il Products
b

resent Situation

Crude oil is found in the port hinterland and

in the adjacent Jawbi province. (See Figure I-1.4-15)
All oil zroducing areas are onshore, but offshore oil
ctrikes have been repvorted recently. Crude from the
Griscing ficlds (15.4 wmillion bbls. in 1674) is piped
to meet partial requirements of the two o0il refineries
in Palembang. The balance (18.2 million bbls. in 1974)

1 intake was shipped to the refineries from
r cil producing areas in Indonesia.* Small volumes
of crude o0il and oil products are imported.

Substantial volungcs of natural gas also are

produced in the project area and piped to a fertilizer
plant (PUSRI) in Palembang for use in the procduction of

u

urea. Natural gas is also used by Pertamina refineries
ad the local electric power company.
Crude oil brought to Palembang is refined in the
Pertamina's Gerong and Plaju refineries for local
distribution, export or shipment to other parts of
Indonesia. According to Pertamine, the refinery cutput
in 1974 is shown in Table I-1.4-15.
The principal export items are paraffin wax and
waxy residues shipped to Singapore. The composition
of refinery products sold in the domestic market iz as
shown in Table I-1.4-16. Crude and petroleum product
novements through the port show little change in racent
vears despite the growing output and exports of
Indonesia's petroleum industry.
TEECaUSEe Of contractinn ln’démand in 1974, a higher-

than-average share of crude intake was sunplied by
OLPEllne.
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vrojections of Cenent Inductry Product: Ohipncd via Yer! of DPaleidenng

OG0 ensy T T T T T T T
Regional Palembang Production Surpius ox Input Total Waterborne
Yonr Dewand Total . Waterborne Deficit Needs Shivments

1974 74.5 -~ 74.5 : 74.5
1980 - 172.3 250.0 £5.2 + 77.7 25.0 188.9
1985 344.6 500.0 172.3 +155. 4 56.0 ©377.7
1990 607.0 750.0 363.5 +143.0 75.0 521.5

1995 978.0 1000.0 489.0 + 22.0 100.0 4 611.0
2000 1574.0 1500.0 787.0 - 74.0 150.0 863.0
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TABLE I-1.:-15

a

PALLIBANG REFINTEY QUTPUT IN 1974,

(GO0 Barrels)

Products ' Volume
Xercsene . 11,465
Fuel 0il 6,299
Casoline . : 7,784
Cas o0il 6,192
Diesel : 3,059
ther - 2,749

Total 37,548



.

I: has been learned that Pertamina plans to
gradualiy reduce refining operations at Palembang.'
‘The curreat olan iz to reduce the cutput of vefined
products to mest lecal demand and convert existing
faci’ities to petrochemical production. This decision
was prompted by the following consicderaticns:

~ [ g M

(1) The two Palermbang refineries, sei Gercng and
Piaju, are old, havinc been in onecra
N

i3 AT v mrall v e
(l—) \).A.L: Sdo s, exsehsive

S

o

t

Zor ecrude and product movenents bacause of the draft

and tide limitations. Unit éistribution costs are high.
(11ii) The unloading cepacity in Tg. Prick (Jakazta)

O0il terminal where nmost refined products from Palembang

are shinped, is about 20,000 tons/dav. t 1s not

efficicnt to usc this capacity to unlocd small torkers
x

Y Syt £ F—JE . iy - o - - - o
¢ need Lor rerinery products frem Palernbarc

The »ropo wdown of refinery overations at

S o
Palembang will be reflected initlally in the reduction
Of crude oil shipments by tankers. It is assumed that
the share cf crude arriving bv tanker will

caly 200 ¢f the tota ot tho etudy peri
further cxpected that an increased sortion of the

It

is
refinery output will ke consumed locally, thus reguiring

Yo Tl cuz
TPAartly ICI TLuls reascn, Pertamiaza ships crude to a
refinery in Singavore where refined products can be
lozded on large {20,00C ton) tfankers for shipment

to Yg. Priok.
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Interisglanc Ycrreign Total
77:4.1 1264.2 8058.3
7941.7 1531.38 9473.5
7428.4 830.0 8258.4
7172.0 703.7 78375.7
8654.7 1007.8 9662.5
£€600.0 237.4 SSB7.4




S6

Frojections of Crude 0il and 0il Product Shipments via Palombangy

(GOU ‘rons)

Unload-d Loaded
Inter- Total

Year Crude Products Total Islend Lxvorts Total

1974 2418 96 2514 4212 261 4473 6987
180 2150 136 2286 4170 300 4470 6756
1985 1880 190 2070 3750 300 4050 6170
1990 1610 © 268 1878 3380 300 3680 5558
1995 1340 394 1734 3040 300 3340 - 5074
2000 1080 578 1658 2740 300 3040 4696




less water transport. On the other hand, reduction
in the reiinery cperations will create
certalin petroleum prcducts not in vrody
sroduced in insufficient volumé. Fina
of waraifin wax and rcsidues will show little change,
reflecting the levelling off of the refinery output.
These assumptions are the basis for projections
of crude oil and o0il product shivrents via the port of
Palembang presented in Table I-1.4-17. The projections
do not include the demand for watexr transgort generated
bv the proposed petrochemical complex, nor do they com=-
prise non-cil product movements (general cargo) over
Pertanina's waterZront facilities.

Fertilicers

Preszent Situation

Consumption

Urea, phosphate and potash are the principal
fertilizer types consumed in Indonesia. Urea demand
increasea by 15.5% annually during the 1964-74 period.
During the same period, phosphate and potash consumption
grew &t 15.8% and 11.9% per annum respectively.
llowever, fertilizer demand remains at the lowest level
for all southeast Asian countries. All three fertil-
izers are necded in a balanced nutrient level for most
effective results. At present, this ratio is highly
biased toward locally produced urea, indicating an
above average growth demand for both phosphate and
potash fertilizer in the years ahead.

Actual demand for fertilizer is distorted by the
Government rationing systam. If this system is elim-
inated as a result of the exgected increase in fertil-
izer production, widespread use of fertilizer in agri-
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culture should follow.

Production and Im:orts

No fertilizer was produced in Indonesia prior o
the start of PUSRI I operations in Palembang in 1964.
From 1964 to 1971, PUSRI I was the only domestic
fertilizer proluction facility in the country. In
August 1971, Incdonesia's second fertilizer facility,

P, N. PETROKIMIA Fertilizer Plant at Greesik, Zast Java,
Weae OO streaw., Indonesia's third fertilizer plant,
PUSRI 17, went into production in September 1974 with
an annual capuacity of 380,000 tons of urea. The
country has nuejligible production capacity for phés-
phate fertiliiers and as there are no known local reser—
ves, no local production facility of potash fertilizer.
Total fertiliucr production in 1974 was estimated at
316,000 tons including 70,000 tcns of ammonium sulfate,
and 248,000 tons of urca.

Because of insufficieat domestic zroduction,
Indonesia inports a substantizl volume of fertilizer
each year. During 1974, a total of 742,000 tons wer
imported comprising 505,000 tons of urea, 151,000 tcns
of TSP/DAP and 86,000 tons of compound fertilizer. Over
1.1 million tons are expected to bea imported in 1975,

PUSRI rFertilizer Plant

The plant is supplied by natural gas piped from
the nearby cas fields and produces cnly nitrcgen
fertilizers. ‘Total production reached 191,000 tons
in 1374 including 113,500 tons of bagged ard 77,500
tons of bulk urea. Of this total, somz 185,000 tons
were actually distributed to various destinations
throughout Irndonesia. PUSRI also handled 4,500 tons

of imported foertilizer, mostly phosphate and potash
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pased stock required for a balanced fertilizer product.

mabie I-1.4-18 shcows the distribution of PUSRI's
A

fertilizer in 1974. Bagged an

(3

bulk urea shipments
are shown separately. For bulk shipments, all of which

is shown.
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Urea sales to the project area totzled 6,200 tons
4

in 1974, i.c. less than 4% of the total. The 1975

Jambl province and Bangka Island is transperted by sea.
Urea sold within S. Sumatra is distributed by various
transport modes. It should be alsc noted that urea
shipmerts to the adjacant Lampung province, 9,250

tens in 1974, were made by rail.

Projoctions

Indcnesia

The potential long-term demand for fertilizer is
great. At present, only 30% of total harvested land,
nostly rice paddies, is fertilized and there is heavy
reliance on nitrogcn fertilizers. The government is
engaged in an intensive import substitution prcgram
aided by the discovery, in recent vears, of azbundant
natural gas reserves from which nitrogen fertilizers
are nroduced. The World Bank projects urea demand
at 11.6% annually through 1978 and at 7% thereafter;
the annual demand for other fertilizers is expectedv
to grow at 18-26% till 1978, 18.5% betwecen 1978-83
and more slowly thereafter.

Indonesia has firm plans to establish three urea
fertilizer plants; PUSRI LII at Palembang, the East
Kalimantan Plant I, near Balikpapan, and the West
Java Plant at Jatibarang. Under preliminary stages of

98



Table I-1.4-13

Pusri Urez Suinments in 1974 -

(Tons)

Bagged Arca Bulk Area
Region/Prevince veluma POrt Voiune
Morth Sumatra 1,200 Jakarta 40,639
South Sumatrz 6,101 Cilacap 15,440
Lampung 9,350 Surabaya 11,664
West Java 24,720 TOTAL 68,743
Central Java 42,496
Easﬁ Java 27,966
West Kalimantan __ 3,400

TOTAL

116,523




consideration are three more plants: the North Sumatra
at Aceh, tha East Kalimantan Plant II and another

expancion cf PUSRI. The folleowing tzble shews the main
£
(=3

e
cial production of the plants to ke built beforz 1980:

Mlew Urea Fertilizer Plants

Armcnia Unit Urea Unit

Capacity Capacity Ceocrmercial

{(T2D) (TDD) - Procuction

PCERI III 1,000 1,725 X»ay 1, 1977
Tzeit Falimantan I 1,500 1,725 Jan. 1, 1978
West Java 1,000 1,725 Jan. 1, 1979

.

or the local prcduction of phosphate fertilizers,

L3 ]

ndcnesia plens to build a TSP plant as part of the
PETRCKIMIA complex. This plant is expected to go into

rcduction or January l, 1977, with an annual capacity

'O

of about 300,000 tons of TSP. The country has no plans
for local procduction of potash and compound fertilizers.

If present programs for expanding fertilizer pro-
duction are implemented as planned, the annual produc-
tion of urea is projected to increase to 2.0 million
tor.s, creating temporary export sursluses.

PUSRI

Stages I and II of PUSRI's fertilizer compliex axe
alrezdy operational with a rated annual capacity of
480,000 touns of urea. The completion of the PUSRI III
fertilizer plant, presently under construction, is
exczected in 1977 and will increase tie productive

-~

capacity by 570,000 tons. Another 500,000 tons of
annual capacity will be added when PUSRI IV is built
around 1980. According toc PUSRI management, there are

definite economic advantages (including raw materials,
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skilled labor and infrastructure) to justify Ffuture:
expans ion of productive facilitiaes at the same loca-
tion.*

There are no specific plans for additional pro-
ductive facilities at PUSRI bevond PUSRI IV, but the
highly successZul operations to date and the heavy
investments in a PUSRI-based fertilizer distribution
satworn indicate the likeiihood of further growth.

As mentioned earlier, present fertilizer consump-
tion is imbalanced in relation to its cptional nutrient
value. Rarpid growth in imported phosphate and potash

Ceposits is expected, although an increased part of
phosphate fertilizer will be processed in Indonesia.
The PUSRI fartilizer ccmpnlex will imvort or transship
from other islands substantial volume of non-urea
fertilizers Zfor preparation and distributicn. This

study assumes that the nutrient balance in fertilizer

u
=
9]
[
3
i

distributed bv PUSRI will be reached in 1550 an
tained thereuiter. ‘

Estimates of PUSRI I, II and III fertilizer
distributicn in the near-term future were prepared in
a recent study from which information is presented in
Teble I-1.4-19., According to this source, most shizments
‘will continu2 to go to Java but its share of the tctal
will ¢racdually declire.

I< FUSRI IV and other fertilizer prcjects are

constructed =2

[{7]

schedulad, there will be a temporary

(87
4
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n
1

periocd, arourld 19¢ 1835, whan demestic producticn.

will surpass the acsorotive capacity, creating export
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Descination Urca Other Total
Java 746 259 1,005
Sumatra 200 71 271
Sulawvesi 47 17 64
Bali 28 10 39
“alimantan 35 13 48
Jdtker 3 1 4

TOTAL 1,060 371 1,431




surpluses. Most urea exports durinc that period will
probably go to other ASEAN countries including Thailand
and the Philippines.

Urea sales in the projecc area are expectzd to
rise to 12,000 tons in 1976. Fertilizer will be sold
at subsidized prices only tc the farmers and estates
participating in the intensification program.* 2ddi-
tional demand will be g-rnerated by the Pertamina Pice
estate now under construction.

The various developments axpected to affect fer-
tilizer production, consumption, exoorts and imports in
Inconesia and the project area have been described above.
The projections of fertilizer shipments via the port of
Palembang based on and derived from these considerations
are presented in Takle I-1.4-20. They represent no more
than the bast judgments of an admitt edly fluid situa-
tion.** It should be noted, nowever, that fertilicer
shipments and receipts in Palembang will be handled by
PUSRI's own port facilities, and concern trne wort

cevelopment primarily throuch PUSRI's demand for wazer-

Zront facilities within the port area and the effect
PUSRI ships may have on MUSI river trasfic and drecdginyg
neecs.

It is estimated that unrestricted sales at subsidized
prices and accompanied by farmer training could reach
200,000 tons annually. ‘

nty created by Pertamina's lbhlatlon:,
ci essive imports in 137J, and
tne market ghrouﬁh alloca-
ies are .some of thesa problems.

crea
th@ overnrodu
tha gove"rvgﬁ
ticns and sub
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Rubber .

Present Situatiqg

The port of Palembang is a major center for raw
rubber CV“Ortb. Raw rubber is also brought in for pro-
cessing in Palembang's tire ractory.* Each is consider-
ed separately below.

Raw Rudbaer Exzorts

Ruckaer is grown throughcut the port hintexland
as shown in Figure I-1.£4-3. Most rubber is producecd by
small holders; large estates contributed less than 2%
of 149,000 tons exported from South Sumatra in 1974.
Rubker exports from the area grew more slowly in the
more recent period despite stagnation in rubber ship-
ments elsewhere in Indonesia.

Local Demand

The principal source of local demand for rubber

e Palembang tire factory. The factory was completed
69 and produces nmostly motor vehicle tires and

. Table I-1.4-22 shows the plant's output, national

roduction and imports oI tires and tubes in recent vears,

G)

c
No infermaticn is available on total raw rukber regui
ments of the Palembang tire factory. Waterborne deli
ies, however, were estimated at 1,850 tons in 1974.

Projections

Raw Rubber Exvorts

Rubber exports from Indonesia stagnated in recent
vears duc to tha lack of diversified markets, compet-
F

om synthetic rubber and, more recently, econcnic

r
recesslion in the West. Despite this, euports frocm Soutl

Sumatra c¢rew at 6% p.a duxing the 1969-74 period, as

NaLtorsorne leéﬂenCS O cires and tubes are included
in general cargo estimates.
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Table I-1.4-21

Raw Rubker Exrncris from

South Sumatra

(V00 Tons)

Smalibkolders

Total

__Jear wstates
1964 69.0 2.1 7L.1
1669 112.2 1.6 113.3
1974 2.0 152.3

150.3




shown lW Table T-1:4-21. ' .

;ﬁhe outlock for the immediate future is encour-
agin:;‘ The sharply higher cost of synthetic rubber
ased on oil products) reduced its conpetitive threat,
while the active effcrt to open new markets in socialist
ine to show results. Furthernore, the
he automobile industry in USA and Western

Zurove shculd be followed by increa sad demand £or

‘In the long run, world demand for rubber is pro-

jected to grow at about 6%. Untl recently an increasing °

e
o

rtion was supplied by synthetic rubber, but the balance
a5 row changed in favor of natural rubber. Accerding

orecasts, an average annual growth of 5.0 - 5.5%
can be expected in the foreseeable future.

Tr Indonesia, the planned emphasis will ke on
small-holder rubber growth which predominates in the
project area. Accordingly, it is assumed that rubber
exports from the project area will grow at 6% during
the perioé@ uncer review.

, , Local Demarnd

raw rubber is also shipped to Palemkbang for tire
and tube manufacturing. The tire industry depends on
the growth of the number of motor‘véhicles in Indonesia,
which expanded by 14% ennually in recent years. An
zdditional source of growth is import substitution. -
in annual growth of 10% in raw rubber requirements is
likely through 1983 *olloweo by grad 1:ally lower growth
races tberaa;ter.

~Raw. Rubbcr Shipment Projections

st_mates of future raw rubber shipments via the

pronect port are summarized in Table I-1.4-23. These
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Yable

T=1.4

(000 icees)

-ty

~

2oana Tuba Preduction and bDernsnd in Indonesia

Year Produciion T orts pvemand

Tives Tubes CTires Tubes ‘Tiips Tubes
Indoncara  Palomoaong  Indonesia | Palcwbang
1468 n.a. n.a. n.a. n.a. 372.0 283.C n.a. n.a.
1970 400.0 6.5 236.6 - n.a. n.a. n.a. n.a.

1971
1972

1973

© 508.0 11.5

1351.4

407.0

829.0

10.6
45.2

129.1

821.0 1334.0 1091.6

. 658.0 1491.0 1065.0

470.0 2106.4 1055%.¢C




Tasle T-1.4-23

Raw Rubber Shipments via Fcrt of Palembang -

Vaar Txnerts Iocel Cammznd Torzal
1274 145.1 1.5 151.0
148¢ 211.3 3.3 214.6
1685




Jamb:r ‘2:,000 tens in 1974). The propcsed improve-

ment oI the Palembang - Jambi road weuld resul: in

colfce yrown in che «diacent province of Zenghulu,
Froiections
South Sumatra procduces & larca volunme of ¢offce
anneally - about 475,000 tons in 1974, bLit ecunor:s
only & small vorcicn of the total due, in pars, :=o
SCOr guality standards. -8 a result, coffae grIcrTe

of "formulating quality standards for zcifee experks.
It seems reasonable, therefore, to asswnc that tha

111
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Tible I-1.i=24

L g ol 04 ‘ Y74 —~ e g e Ya = -
CoZlez Shipments Vie Pert ¢f Palontang

1990 70.5
1395 78.0
2000 86.4



facilities at Bukit Asam anticirvate an increase in coal

c
output from 80,C00 tons in 1974 to nearly 1.9 millicn
cons in 1984, Takle I-1.4-25 based on a recent marcet
tudy, shows that most coal will be utsed to mest
Indenzsia's growing enexgy demand.

1O cone with the ropid induasivial and urbkan

Jevelornoont, receat surveys foun

oN
&
f
"0-
ct
;;
{
Q
@]
I
-
(a8
1y
"\

will reguire €4,0.0 xmegawatts of instazlled capacity
3

‘ - - - ~ - - T v s e o dm
24, ecuivalanr toe an annual crowtl —ite
' - -

ne only source of ccai demand reguiring port

c
alempang will be the tin smelter at Eancka
a

facilities at 2

igland., Its regquiremants have been estimated at 79,000
tons anuually tarougn 1534, reflectine the onesing opro-
gram I0Y expansion of tin smeliting facilities., Qurthar
exzansion ¢I tin smelitinge facilicics iz Likely botwein
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Table I-1.4-25
Brcijections of Coz2l Cermand Zrem Zulit Zsam lline
Levu TCLS
“q = - - - ' " saa
376 1877 197g 1978 1920 19%1 19EZ 1983 1624
Rzilwavs 5C 50 9 50 50 50 4 30 15
- St =Y
(oongxa) Tain
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yel “a Cerient
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e em e e e e £Y e
Satarana Loenment

clont Stuge IX - - - - 100 150 150 150 150
Llnoioath Power - - - 150 300 300 4a5¢ £50 600
Cunisy Sumatra

Sover (e.g. T1.

LaTanyg) - - - == 150 150 225 225 3C0

LA I (Sava) - — - - 100 300 300 300 300

Pl LI/Industry
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1835
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i
o
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Targeh 120 180 295 520 1070 1410 1585 1650 1885
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ments via Palsmbang, taking into account the possibility

of particl diversion of bulk ccal movements to another

Cozl Zunorts

The Government has agreed with tha Shell Group

to develop large scale coal deoocsits in Socuth Sumatra.

cuzlity, "stcan" ccal deposit at Dukit Asam, is one of
i in the world. It is now estimeted that the

i

cnnual nrodaction from this arca can reach 20-25 million
1
ey

"hile the entire project is still in an early
anning and exslorztion stace, it is exzected that
coul will be =zransperteid by rail or a slurrv plreline

in the Surnda

t
0
[o}]
[
r_
fu
1)
&
0
P
s
o
H
(]
81
ct
P
e}
log
(@]
Q
O
0
o+
[
(2

Strait awayv from the wroject arca. Conscguentiy, there
will be no dircct impact on the project port, cxcept
for the partial diversion from Palembang of coal
traffic described above.

Salt

Present Situation

Palembang is a major regional distribution center
of salt for human consumption. Most salt consumed in
the project area originates ia liazdura (Timur), but some
is also imported from India. The principal inland
markets aside from Palembang include Baturaja and
tubinklingau; smaller volumes arce distributed through-

ut the countryside. All salt arrives in Palembang
by sea but only 20% of secordary distribution is
estimated by water transport.

The principai inpczter of salt for local distrib-

ution is P.N. Garam, & national government agsncy with

118

ylready comnloted surveys show that the low-sulphur export



its own facilities for unloading and storing. Aside
fron P.N. Caram, salt is brougut in by the South
Sumatra govornient inpeorting agency arnd by at least
cne private tradilng corpany and unio

areca

aced
Of the nearly 19,000 tons of salt unloaded in
P.

(%]
~ O

4, scre 10,000 vere on account cof

rojections

consunopt

ial uses are

oI sale by water transport ic estinated as part of gen-
cral cargo movemcnes.

s pite the govern-
3q= efforts to promote the export oi sawn timber, it

al tinmber exports as snCwn

(o}
(t

acccunts For only 2%t ¢cf t
in Tawie I-1.4-28, Lcmestic demard for timber is, at
600,000 mJ, relativelv small ané concentr ated on the
isla of Java.

gumatra, including tne port hinterland, represents
4 !

a major timber resource region. Tzble I-1,4-29 and Figur
I-1,4-5

give information on the region's forest, but

e



mable I-1.4-=27

Salt Shirments Via Por:i of Palambang
(ULJ onsg)

Yaor Volume
1374 | 18.7-
1980 21.7
1985 ' 24.4
1990 27.3
1995. - 30.5

2000 33.8




Table I-1.4-28

Tixber Producticon and IDxvorts from Indconesia
1970 - 1:27a

(0O m>)

Year Log Production | Export

Lcg Sawm
197¢C 19,221 7,350 62.7
1371 12,439 10,781 80.7
1872 17,288 15,390 132.2
1973 25,348 19,488 337.9
1974%* 25,000 18,300 40C.0

*Preliminary



"mable T-1.4-29

mivbar Reserves, Production ond Byvnorts from
Southern Sumatra in 1874
. * 3
(000 m
Region Commercial Forest  DProduction Exports
Area
(C00 1IA)
S. Swsatra 2,878 992.5 685.0
V. Sumatra 999 N.&. 205.6
Bengkulu 660 6.1 -
Jambi 2,915 625.5 628.0
Lampung 731 180.0 n.a.
TCTAL 8,233 n.a. n.a.
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Figure 1-1.4-5

Region Foroest Reserves
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there are substantial local and interisland shipments
t

AE e O T Ayt v e ~ Lot B :
ci sawn tlinber from Palenbang., aisc lcocated in the
L . - . £ ol

Py o R R L N Ratlh Ko - -~ . =
Priemsony area since mia 1874 Is cnc of Indonesia's

H
0
0
bl
a
b
0
o
v

Lxports
mly lcus are exported at present, primarily
i

scounting the tempcr:

¢
[t
AR
w
©
i
y
9]
Q1
"
!
V3
t
}l
"f
&)
()
H

expaorts, the icng term world demand Io

r
wcods 1s excellent because a chronic shortage is
€

©

s
xcected,* During the lact few years, tne Government

nas sought to promote sawn timber exports as a means

of establishing a dommestic timber processing industry.
S

t¥~

»s shown in Table I-1.4-31 only limited progres
~adec to date. The eventual implementation of this
policy objective will reguire coanstruction and che
mcdernization of existing timber processing facilities.

Thig will take time, but shculd rnot afiect the
aggregate demand for Indonesia's timber. Actually,
Incdonesian timber exports; should increase in the
world market because no serious effort has been made

to date to explore new markets. Sumatrals timber

O ENES CLCrD wenerdlized Preference Scheme, Japan
“alvbd the duties on many tvpes of trovical hardwood
and hardwood products from the less developed countries.
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Table 7-1.4-3

1

Tirkboer Chivmonts vis Tort of Falambing
‘4 vma—a - - {-6{71}.¢13.‘) - e
A RateTol
Ysaz Loos Sawun Tinber AT
LXCoRT e
Ixoorts  Lomcstlc Totsl (020 'S
1974 618.65 - 34,4 25.4 3.0
1980 1041.0 55.0 11€.0 173.0 153.7

12383.0




regources have the further advantages of gasy access
&nd low cost river transport, relativelv uniform hazrd-
wedd species mixture and a Ligh volume of marketable

In this study, overall foreigrn demand for Sumatra's
tirber is cupected Lo grow at 10% anntally through 1v50
and at slowly declining rates thereaftcr. The sharc oL
cr cports will rise from akout 5% in 1520 tn
25% 1y the end oI the forecast periad Loz

v o

5
will ccntinus to be chipped mostlv £
s

r
>2s, Dut sawn timber shipments will prokably

resent, thie province

awn tinver

S e L£av . .n 30 %y o - 4 .
stance iuture. At the sane tinwg,

Southi Sunatr

L')

£ the Java timboer market
s

will gradually increas Java's timbor rzsourcas

becoxre deplcted and forest areas are converted to

agricultural use.

In addition to sawn timber, the volume of timber
4

products shipped by Scuth Sumatra to Jova and cihe

~ - -~

parts of Irdonesis is axgected to incroasa o

9
-
Iy

6]

existing plvwood factory, schzduled to tricle its out-

put before 1580, already ships nearly 903 of its output
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to Jakarta. Other timber-czsed industries in tha port
3. It s
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STLDTECCRT an LnCrllsing porticn O LoLLl cutput duving

o aa A 3 - -~ = - D - - Yy o
“US conswnnTion and processing iren thie ncarby Riau
—vs oy e - LRI | T Ar de oy .- ¥ 3oy
nrovincd 1n Sumatra.  Nearliv 15,000 tons was unloaded
- . - —_ - - -~ 3 = 4 Al — Sy -
TG Qo Lare toriinil In 1274, Cocccnuet ©oil is
- _ . - — — - = - L ~—

Zlso procduced in the vport hinterliand but not in

VW TES AT e v Saenn 4 Yo~ t‘/\q R e e 4
SNIT1Zient vOoLLe Tt most o ranl ...y grovwing uroan

- -

The present per capita consumpitici in Indonesia ard
1

1

the project area is, at 7 kg. annuallv, much lower than

- :e } - £ .43 Dol - - - o~ £ ~
in othcr parcts ¢i southcast rFgll., it i3, therercre,

cupacted that the demand £ should increase

o
N . , o e e L s
sherply in tha recar tern futurce and o owly there-

+

. b
- e

)
1

v

sl
. Coconut 0il prcjections are prescnted in
asie I-1.4-32,

)

Petrcchemicals

Present Siteation

The prescnt per capita consumption cof plastics

and synthetic fibres in Incdonesia is among the lowest
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Takle I-1,.:-23

-~ ~ £ R .- oy -~ . M " -
Demand for Petrcchemical industrv Products

-

-~ ~

Houshold articles 13.0
Fcotweat 10.0
Film and Shsets 40.5
Constructicn 2.7
Industrial 1.5

Synthetic Fibres

Grand Total
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Tinisned and genifinished vlastic and svnthetic Ziber

ion of the output,

c
Table I-1.4-34 presents proj

OL seaborne
trangpert rcoguirements of thie mrepnosed petrochemical
cciplex at Palcormbang.  The estimate cf principal input
needs and oucput catecories are shown sesarately.
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wroducts in 1385 is estimated at

**Naptha or natural gas are the wwo basic materials

for the petrochamical industry. Of the two, naptha is
more versatile with regazd-to the tvpe of petrochsmicals
wiich can bz derived frecm it. The cutput of natural

as has been reservad Zor future needs of the PUSRI

rea fertilizer complex.
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General Cargo*

Present Situation

The port of Palcmbang i an important
distributiocn center for imported ard domest
cargce commodities in South Suanatra. General cargo flows
thrcugh the port totalled over 21

5,
including estinated volume handled over »riva

Sanp T
PERTAMINA ara

g
a
v
jon
U
!
o
'y

rgo brougit in directly by
hardled over th2ir cwn facilitiecs. Threre i1z also =
al

1
stantial velume of general- carco transsaipnents fer

b;

nearby islands, coactal zones and river arcas, sone

geéneral cargo exports.

A~ ey 3 es hl e « = o~ o
Demand for conswuer goods is ~arcely a function of
- - aa e ~ T -} - ~ y -~y .
population, per capita income growih and the incoma
-0 by . - = -iaq > ENETE v~ : y - -~ e KU S eeen Py
¢lasticity o iiis geomand., A pesitive zlastlcrty inplizg

1 - - Yool $ = = v e e -y - 2
that the demand for consumer ¢oods rizes faster chan the

Cisposable personal income.
The population growth forecast: develogzed in Chepter
ed an annual ponulation growth of 2.5%

b
:

ining to 2.15% by the end of tihe study

=3
wignvmy AR 7\7 < o Ve gy -
Terloda. NG lhlconme GJ- oW \_.1 [

cavelopment plan seeks to increase real income bv 6.0%
£

annvally., 7The parxiformance recoré to date is favorable
¥Cerneral Cargo as delined here is a rezidual category
including many Zinished and semifinished products which
itove through the port in too sxall guantities or tco
Speradicaliy to merxit individual projections.
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408.0 44.0 243.0
67C.C 70.0 340.0
i20.0 125.0 470.0

1540.0 190.°C €30.0




estimating the relaticnzhip between

1

inco.:e¢ and incone elasticity of demand for coasune:
gonus are currently In use: time scries date and cross-

o~ e~y - N 3 PR o~ Ty 3 - BN . i v e g P~ oy my Y
SCCLLCNAL SUX S 2Y3 va.i..Ch pl.CV...u.u 33 L)..\..,LL.:L‘» ci z)\‘ir-'so.'ld..

e 4 . - - 2 e o= .
exgancroare foxr var:icus COOLSsS ang servaiceEs ac a sinc.e
.,\P-rl.l_ l“ .'_.r'.e 'T‘Vl S,‘T.—\.‘..V po V")“1‘ :,‘ ‘—‘-v\’ S T Y R AT~
loaIle 4 S S - Ld anacra i L8413l L8 TLIC=3ZCries

- . 7 - p
consumner ¢oods, t the

Ci coniineres as chelr inccnss change over time. The
assungtion is nade tiat as tanelr clrcumctancas change,

individuals will behave in a rmanner sinilar to other
s

3
[}
I
&4
fu
ot
(%
o
n

tt
[ )
?l’

already in such circumste
of thc cross-gsectional survey.
The use of these figures cepends oa the simplifving
tion tazt gerscn demand Zor conzuneyr ¢oods s
determined by income alone. No*mally, there are other
independent varxiables such as holdings cf liquid uscots,
i

wrices, etc.; but these variables are not individually

considercd in tihils study.
Table I-1.4-33 illustrates the effect of xisirng
incorz on cclected consumer goods expenditures in

Sumatra. Tha average annual per capita income was

Av. 18,000 in 1971-72. Growing at an average annucal rate

VTOT BUlan; Sunatra Regicnal Planrning Stud
f Yearly kxpernditure P=r Capita, bonn, 4o
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Relation of fcleatod oonrun -r Guods Lupenditores

To Total Paraoonal Linsnditeres in Sunatra in 1971/72

(Ruapichs por Anaam)

Scelecied Consumer Goods Lupeuditv:os

Individuals with

Annual Expenditures .Mi1§ Housoe Ezihﬁi~ Educ—

Range Average Products Cloth Hold Hygiene Goods ational Misc. ‘Tctel
Undexr 10,000 7452 - 287 355 359 4 245 4 1254
10,000 - 14,999 12646 62 549 542 564 23 407 - 2147
15,000 - 19,999 17605 156 1006 767 767 59 669 9 3424
20,000 - ;4,999 22657 262 . 1007 946 1126 106 751 10 4208
25,000 -~ 29,999 27116 415 1765 1115 1206 297 1247 18 6066
30,000 - 34,999 32030 636 2555 | 1523 1532 214 15b7 129 8095
35,000 - 49,99 41889 1107 3626 2693 2525 1334 1259 77 12621

Above 50,000 74095 1293 4869 3121 2474 9414 2708 2258 26143




of about 3.03, real per capita income is expacted to
reach Rp. 42,000 by the end of the review pericd.
Lecause of tne greakter progortion of total income snent

or manufacturers and imported focds by higher inceonme

individuals, it is estimated that average personal

thesze products will wore tharn

ﬂ\
(J
3
£
I
o
o
a]
(@]
0
o]
3

ccnsumer
triple during the same period.
T resulting inccme elasticity of demend for

P

censumer wroduck=s for tnese two income groups is,

-

e

therefore, estimated at about 1.5:1. Since the
regiornal income is expected to grow at about 6% p.a.,
the effective demand growth for suca proéucts would
te about 9.0% p.a.

nhis cdemand is estimated for consumer gocds
presently not produced in the proj “ect area. It

is, however, to he e cect;d that in time &n increased

4]
©

-
=t

part of gools now imported or produced elsewhire
Indonesia will ke manufactured locally, and, therefore,
not reguire water transport. Projections of general
carxco movencats adjusted for locally produced nanuiac-
tures are prescnted in Table I-1.4-36, Also shown

ble are the estimeates of general cargo cup
these exports relatively insignificant at preseat,

cw &s the Palembang's agro-industrial base
expands. It is probably reasonable to assume that in the
leng run, Pulenbang's manufactured exports will appro-
zimate the growth of world trade in manufactures

estimated in various recent studies at 6% p.a.

Summarv - Port Caroo Projecticns
Projections of commedity flows through the port
of rFalenbang are summarized in Table I-1,4-37 and
Table 1-1.4-38 show foreign trade movements.
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General Caroon Shiioerrabe W1y Botombs e
(0D Tons)
F oredign Dome s ¢ ic
Year o — S — Totsl
Imvorts Exports Total Loaded Uniocnded Total

8ET

1974 82.9 9.2 92.1 25.9 97.5 123.4 215.5

1985 209.0 17.5 226.5 65.4 250.4 315.8 5¢2.3
1990, 313.5 23.4 336.9 98.1 375.6 473.7 €10.6
1995 457.7 31.3 489.0 143.2 548.4 691.6 11€0.6

2000 663.7 41.8 705.5 207.6 795.2 1002.8 17%20.3




Domestic cargo movexants combining interisland, local
h D

\Y
traffic, are shown in Tables I-1.4-39 =und

and sailing ship a
r-1.4-40. i1l cargo traffic f£lows through ths port
nave veen aggregated in Table I-i.4-41.
Thege estimates show that the port cargo will e

more than double during thz poriod under review. Cargo

X Py 4~ P T a g e = e
TMOVLIIEnNTsS 01 felialling

cweraticons will continue to conincte port activitieg,
Cthor maior commodity flows will e gencrated by

As nentioned carlier, port cargo prcjections
d on the estimates of cconomic

3

(¥}

cresented herein are bas

3 i .- -
a and the pr t

0
[#]

.
T

{3

s
t O
Ih

eci
srosuppose the availability of po acilities to
o

lume of port cargo.
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Import 1974 1980 1385 1990 1995 2000
Fortilizer 4.5  96.0 187.0 309.0  461.0  708.0
ice 68.2 115.5 121.5- 127.5 137.3 141.8
suger 8.6  14.5  21.6  24.0  23.1  26.5
oot and Flour 1.4 2.0 2.5 3.0 3.5 3.5
Jotton 3.4 5.6 6.9 8.9  10.6  11.9
i F e e

puTs oY CeNeRt 9405 25,0 50.0  75.0 100.0  224.0
Nazhta -- -- 400.0  670.0 1120.0 1840.0
Cil Products 96.0 136.0 190.0 268.0 294.0 578.0
Sencral Cargo 2.9 128.4 209.0 313.5 457.7 €63.7
TOTAL IMEORTS 339.5  533.0 1163.0 2717.2 4198.8

1798.9



Table I-1.4-38

Port of Palembang Fxnort Projecticns

(000 Tonsg)

Txport 1974 1980 1985 1990 1995 2000
rertilizer - 311.0 70 - - --
Rubber 149.0 211.3 282.7 378.3 482 616.0
Coffce 39.5 50.0 57.9 67.1 74 3l.8
Oil Froducts 261.0 300.0 300.0 300.0 300 Zoe.0
Crale
nLoos 613.8 41.0 1450.0 2010.0 2522 217¢.6
Sewn Timber -— 5.0 160.90 3535.0 633 2058.0
seneral Cargo 9.2 13.0 17.5 23.4 31. 41.8
TOTAL EXPORTS¥ 458.7 e5.3 659.1 768.38 288, 1029.56

*Excludes Logs and

Sawn Timber.



Teble

I-1.4-36

2t Palembang

linloaded Comestic Carcn
(000 Tons)

Carco 1974 1980 1985 1990 1995 2000
S=is 18.7 21.7 24.4 27.3 30.5 33.8
Coconaet and 012 l16.7 22.4 28.5 36.4 44,3 53.8
Runher 1.9 3.3 5.3 7.8 10.4 12.€
Colifce 1.6 2.2 2.8 3.4 3.9 5.6
retrochemicals - - 44.0 70.0 120.0 190.0
Cineral Cargo 7.5 165.8 250.4 375.6 548.4 735.2
Rice 22.7 38.5 40.5 42.5 45,7 47.2
Zugar 34.4 57.9 86.4 85,0 92.5 1C6.1
“noeat & Flour 12.4 17.5 22.4 27.4 31.7 34.9
Crude 2418.0 2150.0 1880.0 1610.0 1240.0 1l©80.0

TOTAL 2623.9 2479.3 2376.2 22%96.4 2267.4 2358.2



Table I-1.4-40

Projections of Domestic Crrgo Ioaded at Palembang

(000 Tons)

Cargo 1974 1980  1s85 1990 1995 2000
Fortilizer PUSRI 174.7  659.0 1238.0  1545.0 1845.0 2145
vertilizer TRANSSH 4.5  96.0 187.0 309.0 461.0  708.0
Cement - 163.9  327.7 446.5 511.0  787.0
setrocremical - -- 240.0  340.0  470.0  630.0
Jas» HnTérials
LIt - - 48.0  116.0  220.0  $20.0
Cil Products 4212.0 4170.0 3750.C 3330.0 2040.0 2140.¢
Gt Waner '26.4 118.0 238.C  460.0  789.C 1325.0
(vUuu w7y
Timbor Products 3.0 153.7 245.6 333.4 575.9  742.8
General Cargo 25.9  43.3  65.4  98.1 143.2  207.6
Coal 29.0 170.0 750.0 $70.C 1070.0  R?0.0

TOTAL* 4449.1 5445.9 6€851.7 7592.C €336.1 £599.6

* Excludes Sawn Timber
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Table I-1.4-41

Port c¢f Palembana:

Summary of Commoditwv Flcw Forecasts
(000 Tons)

Torgo Flews 1974 1980 1885 1850 1995 2000
Inports 339.5 533.0 1163.0° 1798.9 2717.2 4198.8
L1 o0oXTS 458.7 £85.3 656.1 762.8 23¢.1 1u3%.o
Total 798.2- 1418.3 1822.1 2567.7 3805.2 5238.4

omestic
vnloaded 2623.9 2479.3 2376.2 2296.4 2267.4 2358.2
Loaded . 4442,1 5445.9 6851.7 7592,0 8336.1 8569.6
Total 7072,0 7925.,2 9191,9 9B8E8.4 10602.5 10957.8

(¢

GRAND TOTAL 7871.2- 9343.5 11050.0-124Z7 16196.2



