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TREH A

Minutes of Understanding
Between
The Ministry of Industry and Trade, The Republic of Indonesia
| And
The Japanese Prdject Identification Study Mission
on |
The Study on Human Resources Development for SMEs focused on Manufacturing
Industry in Indonesia

The Japanese Project Identification Study Mission ("JICA Mission™),
organized by Japan International Cooperation Agency ("JICA") and headed by Mr.
KATAYAMA, Hiroyuki, had series of discussion with the related organizations of the
Ministry of Industry and Trade ("MOIT"), the Republic of Indonesia ("Indonesia"), from
March 17, 2003 to March 20, 2003 for the purpose of identifying the Study on Human
Resource Development for SMEs focused on Manufacturing Industry In Indonesia ("the
Study™) together with the office of the Directorate General of Smali and Medium
Industry and Trade, MOIT, Indonesia.

As a resuit of the discussion, a consensus between the JICA Mission and
the MOIT, Indonesia was reached and therefore both parties mutually agreed upon the
matter in the document attached after.

Jakarta, March 19, 2003

3

Mr. Agus Jiahajana Wiakusumah Mr, KATAYAMA, Hiroyuki

The Director General of _ Leader
Small and Medium Industry and Trade e
("DGSMIT") MOIT, Indonesia JICA Mission
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It is Indispensable for the MOIT to formulate the Master Plan on the SMEs Human

Resource Development ("HRD") for “The Study on Human Resource Development

for SMEs Focused on Manufacturing Industries in Indonesia” and the Action Plan by
targeting the improvement of the managerial and technical capabilities of SMEs
which was pointed out by "URATA report" as one of the problems faced by
Indonesian SMEs. The MOIT shali implement SMEs HRD programs/projects in
comprehensive and systematic methodology in accordance with above mentioned
Master Plan and Action Plan

In order to facilitate related activities stated in article 1 of this MOU, the JICA Mission

proposed and explained a bilateral cooperation with MOIT and its related -

organizations through JICA development study (See Attachment). JICA Mission will
take into consideration the following comments and suggestions regarding “The
Draft TOR for the Study on Human Resource Development for SMEs Focused on
Manufacturing Industries in Indonesia" mentioned by the MOIT.

s To Identify and determine the targeted sector.

e Taking into full consideration that there might be duplications and ineffectiveness
among HRD programs provided by relevant Ministries. The member of the
“Waorking Group” shall include adequate pérsonnel from related Ministries such as
Ministry of National Education, the State Ministry of Manpower and
Transmigration, which will enable the MOIT to formulate the model of SMEs HRD
programs in an appropriate methodology.

As a result of the discussion, the MOIT understood the necessity of revising the TOR
based on the concept explained by the JICA MISSION, and accordingly the DGSMIT
of MOIT agreed to present the revised TOR and official request for JICA
development study to the Government of Japan by the middle of April/May 2003.

Both parties agreed to identify the scope of works for the targeted industries in the

next meeting tentatively scheduled in May 2003.

—



Attachment: The Draft TOR for the “Study on Human Resource Development for SMEs
Focused on Manufacturing Industries in Indonesia" proposed by JICA mission,
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The Draft TOR for the “Study on Human Resource Development
for SMEs Focused on Manufacturing Industries in Indonesia”

proposed by JICA mission

1. Title:
The Study on Human Resource Development (“HRD”) for SMEs Focused on
Manufacturing Industries in Indonesia (“the Study”)

2. Background and objectives of the Study: ,

(1) The “URATA Report”, submitted by the Japanese expert team to the
Indonesian government in July, 2000, points out that one of the problems
faced by SMEs in Indonesia is their managerial and technical capabilities are
not sufficient. .

On the other hand, Ministry of Industry and Trade (“MOIT”) has made
several efforts in SMEs HRD programs including the announcement of the
“Education and Training Program in Small-Medium Scale Businesses
Competencies in Industrial and Trade Sectors” by mnewly established
PUSDIKLAT after the submission of the “URATA Report”. It is noted that the
continuation of the SMEs HRD business training programs at some “Balai”
under control of the PUSDIKLAT is essential. :

In order to proceed these efforts by the MOIT in comprehensive and
systematic way, it is urgent for the MOIT to formulate the Master Plan and the
Action Plan of SMEs HRD programs to improve managerial and technical
capabilities of SMEs in Indonesia. Accordingly implementing the Master Plan
as well as Action Plan after recognizing the problem faced by SMEs in
Indonesia which was pointed out by “URATA Report” and the actual needs of
the Indonesian SMEs for SMEs HRD training programs, therefore, it is
essential to conduct the “Study” immediately. The Master Plan and the Action
Plan shall be submitted to the Minister of MOIT.

From this viewpoint, the Japanese Technical Assistance Team (“JTAT”)
shall implement the Study by identifying the current situation and problems of
SMEs HRD training programs provided by the IDKM in MOIT, BPPIP including
Balai under control of the BPPIP and PUSDIKLAT including Balai under control
of PUSDIKLAT etc.

(2)  JTAT shall also support the MOIT to formulate the Master Plan and the
Action Plan by providing information, policy advice and assistance on the
implementation of the Model of SMEs HRD training programs and Workshops.

3. Implementing agency:

Related organizations of the MOIT including the Directorate General of
Small and Medium Industry and Trade (“IDKM”) in MOIT, the Agency for Research
and Development of Industry and Trade {“BPPIP”), the Center for Industry and
Trade Education and Trading (“PUSDIKLAT”), the National Agency for Export
Development (“NAFED"), and other related organizations in MOIT,

IDKM shall be the main body to formulate the Master Plan and the Action
Plan through the support from the JTAT and it shall work in collaboration among
other related organizations, such as BPPIP, PUSDIKLAT, NAFED, and other

&)




organizations in MOIT,

In order to implement the Study in an effective way, the MOIT shall set up
the Working Group (“the WG") by an official decree (ex. administrative decree or
ministerial decree} consisting of related personnel from the above organizations
and hold regular meetings between the WG and the JTAT to monitor the progress
and efforts of the Study and to the implementation of Study. The WG will be
leaded by the Director General (“the DG”) of IDKM in the MOIT.

4. Cooperation period:
From September 2003 to August 2004

5. Scope of the Study:
The JTAT shall support the WG in the MOIT to formulate the Master Plan
and the Action Plan for improving the managerial and technical capabilities of

SMEs focused on manufacturing industry.

The JTAT shall assist the WG through the following points:
O(1) Providing information:
01) Provide information through the survey by the JTAT.

a} The needs for SMEs HRD programs through interviews of JJC {the Jakarta
Japan Club), KADIN ete. (including reviews on the past survey and the
existing survey)

b) The ¢urrent situation of SMEs HRD programs of MOIT (including assesment
of the programs like success stories ete,)

¢} The possibility of implementing the future programs of SMEs HRD of related

. bodies in MOIT. '

d) The current situation of SMEs HRD programs in the private sector, such as
training by KADIN or industrial groups/organizations, in-company
trainings, and business developing services (BDSs) ete. (including
assessment of the programs like success stories etc.).

In addition to the survey, previous survey and literal survey, (books written
by Indonesian academic experts or reports made by international donor ete.), wilt
be accommodated. Furthermore, supplementary survey (updating the past survey
as required) will be required.

1{2) Policy advice

01) In order for the MOIT to formulate the Master Plan which includes the
following points, and appropriate advice shall be provided by JTAT.
a) Overview on current situation and problems of SMEs HRD programs,
especially SMEs HRD training programs conducted by IDKM, BPPIP
(including Balai under control of BPPIP) and PUSDIKLAT (mcludmg Balai
under control of PUSDIKLAT, NAFED, and other related organizations in
MOIT) from the viewpoint of strengthening SMEs HRD training function of
the these organizations taking into consideration of the actua] SME'’s
needs.

b) Proposal of specxﬁc measures fori improving and enhancmg the conditions
stated in section “a".

b.1) Necessity for identifying the role of related organizations, internal
collaboration with other related organizations, including IDKM, BPPIP
(including Balai under control of BPPIP) and PUSDIKLAT (mcludmg Balai
under control of PUSDIKLAT and NAFED) in SMEs HRD programs

b.2) Proposal for reviewing and strengthening internal organization or

‘ [u [/ : . ( :/)



institutional structure of MOIT to implement the Action Plan.

c) Proposals for promoting SMEs HRD programas by utilizing training
institutions in private sector, and identifying the role between public
training institutions and private one.

(02) Appropriate advises shall be provided in order for the MOIT to formulate the

Action Plan by setting up proper tlme schedule to carry out the Master

Plan

D(S). Establish a SMEs HRD program model based on the result of the study.

(4) Hold Workshops

{11} The WG shall organize following Workshops.
Oa) A “Kick Off.” Workshop of the study
Ob) A discussion Workshop for the interim report of the Study.
Oc) Workshop for presenting the result of the SMEs HRD program model
upon the completion,
Od) Workshop for reporting final results of the study at the completion of the

Study.
2) The JTAT shall provide all necessary contents of the work shops.
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REPUBLIC OF INDONESIA
MINISTRY OF NATIONAL DEVELOPMENT PLANNING/
" NATIONAL DEVELOPMENT PLANNING AGENCY

No.f. : 2254/Dt.7.2/05/2003 Jakarta, May 14, 2003

M, Yoshitakd: Akimoto
Minister

Ernbassy:of Japan
Jakarta

Re: The TOR for Development Study on Human Resource

Development for SMEs focused on Manufacturing Industry in
Indonesia :

Deay Mr, Akifioto,

Eurther to Bappenas letter No. 4031/D7/09/2002 dated September 13,
2002 regapding Project Proposals t0 be Financed under Japanese Technical
Assistance FY.2003, we would like to submit the TOR for Development Study. on
Hdman Resource Development for SMEs focused on Manufacturing Industry in
Indonesia to be financed under Development Study for the year 2003,

We are looking forward to your government’s favorable consideration and
thank veu for:your kind cooperation.

Dlrector of Ba!ateral FOI‘EIQI’I Fundsng

Cc.,

10 ‘Deputy. Chairman for Development Funding, Bappenas

2. "Diréctor for East Asia and Pacific, DG of Asia Pacific and Africa,
Minxof Forelgn Affairs,

3, Dlrector Tor External Funds, DG of Budget, Min. of Finance

4 Head, ‘Bureau for Foreign Technical Cooperation, State Secretariat
.. JICA Reprssentative, Jakarta Office

wwmmm Jepang

Jalan Tarvan Suropati No. 2, Jaksria 10310, Indonesia '
m_‘_.. 027 YN A2LAOT 100 SAKN oFalreimili - fﬁ'? 211314 S‘i';‘d website ; wwy.bappenas.go.id
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TOR for the “Study on Human Resource Development for SMEs
Focused on Manufacturing Industries in Indonesia” proposed

by Directorate General of Small & Medium Industry and Trade

1, Title: ,
The Study on Human Resource Development (“HRD”) for SMEs Focused on

Manufacturing Industries in Indonesia (“the Study”)

2. Background and objectives of the Study:

(1) The “URATA Report”, submitted by the Japanese expert team to the
Indonesian government in July, 2000, points out that one of the problems
faced by SMEs in Indonesia is their managerial and technical capabilities are
not sufficient, '

On the other hand, Ministry of Industry and Trade (*MOIT") has made
several efforts in SMEs HRD programs including the announcement of the
“Education and Training Program in Small-Medium Scale Businesses
Competencies i Industrial and Trade Sectors” by newly established
PUSDIKLAT after the submission of the “URATA Report”. It is noted that the
continuation of the SMEs HRD business training programs at some “Balai”
mnder control of the PUSDIKLAT is essential,

In order to proceed these efforts by the MOIT in comprehensive and
systematic way, it is urgent for the MOIT to formulate the Master Plan and the
Action Plan of SMEs HRD programs to iimprove managerial and technical
capabilities of SMEs in Indonesia, Accordingly implementing the Master Plan
as well as Action Plan after recognizing the problem faced by SMEs in
Indonesia which was pointed out by “URATA Report” and the actual needs of
the Indonesian SMEs for SMEs HRD training programs, therefore, it is
¢ssential to conduct the “Study” immediately. The Master Plan and the Action
Plan shall be submitted to the Minister of MOIT.

From this viewpoint, the Japanese Technical Assistance Team (“JTAT"
shall implement the Study by identifying the current situation and problems of
SMEs HRD training programs provided by the IDKM in MOIT, BPPIP including
Balai under control of the BPPIP and PUSDIKLAT including Balai under control
of PUSDIKLAT ete.

(2)  JTAT shall also support the MOIT to formulate the Master Plan and the
Action Plan by providing information, policy advice and assistance on the
implementation of the Model of SMEs HRD training programs and Workshops.

3. Implementing agency:

Related organizations of the MOIT including the Directorate General of
Small and Medium Industry and Trade {"IDKM") in MOIT, the Agency for Research
and Development of Industry and Trade ("BPPIP’}, the Center for Industry and
Trade Education and Trading ("PUSDIKLAT"), the National Agency for Export
Development [NAFED”), and other related organizations in MOIT,

IDKM shall be the main body to formulate the Master Plan and the Action
Plan through the support from the JTAT and it shall work in collaboration among
other related organizations, such as BPPIP, PUSDIKLAT, NAFED, and other




organizations in MOIT,

In order to implement the Study in an effective way, the MOIT shall set up

the Working Group-("the WG") by an official decre¢ {ex, administrative decree or
ministerial decree) consisting of related persohinel fréom the above organizations
and hold regular meetings between the WG and the JTAT to monitor the progress
and efforts of the Study and to the implemcentation of Study. The WG will be
lcaded by the Director General (“the DG") of IDKM in the MOIT.

4. Cooperation period;

From Septembér 2003 to August 2004

5. Scope of the Study:

The JTAT shall support the WG in the MOIT to formulate the Master Plan

and the Action Plan for improving the managerial and technical capabilities of
SMEs focused on manufacturing industry.

The JTAT shall assist the WG through the following points;

0f1} Providing information:
01) Provide information through the survey by the JTAT.

a)

The neceds for SMEs HRD programs through interviews of JJC (the Jakarta
Japan Club), KADIN etc, (including reviews on the past survey and the
existing survey) : : :

The current situation of SMEs HRD programs of MOIT {including assesment
of the programs lilke success stories ete.)

The possibility of implementing the future programs of SMEs HRD of related

"bodies in MOIT.

The current situation of SMEs HRD programs in the private sector, such as
training by XADIN or industrial groups/organizations, in-company
trainings, and business developing services (BDSs) ete. (including
assessment of the programs like suceess stories ete.),

In addition to the survey, previous survey and literal survey, (books written

by Indonesian academic experts or reports made by intermational donor ete.), will
be accommodated. Furthermore, supplementary survey (updating the past survey
as required) will be required. ‘

{2} Policy advice _
B1) In order for the MOIT to formulate the Master Plan which includes the

folowing points, and appropriate advice shall be provided by JTAT.

a) Overview on currént situation and problems of SMEs HRD programs,
especially SMEs HRD training programs conducted by IDKM, BPPIP
{including Balai under control of BPPIP) and PUSDIKLAT {including Balai
under control of PUSDIKLAT, NAFED, and other related organizations in
MOIT) from the viewpoint of strengthening SMEs HRD trajning function of
the these organizations taking into consideration of the actual SME's
needs. '

b} Proposal of specific measures for improving and enhancing the conditions
stated in section “a". '

b.1} Necessity for identifying the role of related organizations, internal
collaboration with other related organizations, including IDKM, BPFIP
(including Balai under control of BPPIP) and PUSDIKLAT (including Balai
under control of PUSDIKLAT and NAFED) in SMEs HRD programs

b.2) Proposal for reviewing and strengthening internal organization or




institutional structure of MOIT to implement the Action Plan.

c) Proposals for promoting SMEs HRD programs by utilizing training
institutions in private sector, and identifying the role between public
training institutions and private one.

02) Appropriate advises shall be provided in order for the MOIT to formulate the

Action Plan by setting up proper time schedule to carry out the Mastcr

Plan.

0(3). Establish a2 SMEs HRD program model based on the result of the study.

'0{4} Hold Workshops
O 1) The WG shall organize following Workshops.
Oa) A “Kick Off.” Workshop of the study
0b) A discussion Workshop for the interim report of the Study. ,
Oc} Workshop for presenting the result of the SMEs HRD program model
upon the completion.
(3d) Workshop for reporting final results of the study at the completion of the

Study.
2) The JTAT shall provide all necessary contents of the work shops.



TREMS

Scope of Work
For
The Study on Human Resource Development for SMEs
Focused on Manufacturing Industries
In
Republic of Indonesia

Agreed upon between
Ministry of Industry and Trade

And
Japan International Cooperation Agency

Jakarta, May 29,2003

”

! A / I T o~ 2
Mr, Agus T{ghajand Wirakusumah Mr, KATAYAMA, Hiroyuki
Director Generat’ of Small and Leader of the Preparatory Study
Medium Industry.and Trade, Team,
Ministry of Industry and Trade Japan International Cooperation

Republic of Indonesia Agency



I. introduction

In response to the request of the Government of the Republic of Indonesia
(hereinafter referred to as "GOI"), the Government of Japan (hereinafter
referred to as “GQOJ") has decided to conduct a study on human resource
development (HRD) for small and medium sized enterprises (SMEs) focused on
manufacturing industries in Indonesia (hereinafter referred to as “the Study”) in
accordance with the relevant laws and regulations in force in Japan.

Accordingly, Japan International Cooperation Agency (hereinafter referred to as
“JICA”), the official agency responsible for the implementation of the technical
cooperation programs of GOJ, will undertake the Study in close cooperat:on
with the relevant authorities concerned of GOI. ,

On behalf of GOI, the Directorate General of Small and Medium Industry and

Trade (hereinafter referred to as "DGSMIT"), Ministry of Industry and Trade

(hereinafter referred to as "MOIT") shall act as the counterpart agency to the .
Japanese Study Team (hereinafter referred to as “the Team”) and also as the

coordinating and responsible body for the steering committee (“the SC") and the

working group (“the WG") which will be established iater for the smooth and

effective implementation of the Study.

' The present document sets forth the scope of work for the Study.

lI. Objective of the Study

The objective of the Study is to support MOIT to formulate a master plan of
SMEs HRD focused on manufacturing industry in Indonesia and its action plan
to improve their managerial and technical capabilities by providing necessary
information and policy advices as well as assistance on the lmplementatton of -
the Model of SMEs HRD training programs and workshops.

lil. Scope of the Study

In order to achieve the above objective in the clause II, the Study shall be
condugcted in accordance with the scopes as follows:

1. Providing information

(1) Providing information in order to get the overall plcture of Supply and
Demand for SME HRD development in manufacturing industries through
surveys by the Team on following points.
a. The current situation of SMEs HRD programs in the public sector, such

as trainings of MOIT, other related ministries and local governments
(including “each implementation  body’s  budget, -organization,



implementation procedure, contents, targets, success stories, etc.).

b, The current situation of SMEs HRD programs in the private sector, such
as trainings of KADIN and industrial groups/organizations, in-company
trainings, and business developing services (BDSs) etc. {including each
implementation body’s budget, organization, |mplementat|on procedure,
contents, targets, success stories, etc)

c. The overall situation surrounding SMEs HRD programs, such as current
economic situation, industrial policies, and related laws/regulations.

d. The needs for SMEs HRD programs through interviews of SMEs, JJC
(the Jakarta Japan Club), KADIN etc. combined with reviewing on the
previous surveys and current existing surveys.

2. Policy advice

(1) Appropriate advices shall be provided by the Team to MOIT in order to
formulate a master plan. Those advices shall be based on the results of the
surveys explained in clause 1 above and also the results of model training
and workshops explained in clause 3 and 4 below. The advices and the
master plan shall include foliowing points. ‘

a. Overview on current situation and problems of SMEs HRD prcgram.s
both in the public sector and the private sector.

b. Proposal of measures to improve and enhance the conditions stated in
section "&”, especially from the following point of views:

P-1.

Implementation procedures and contents

The implementation procedures include planning of training,
implementation method, assessment of the results etc. This shall
be proposed exclusively based on the survey of supply-demand of
SMEs HRD programs and in accordance with both Indonesian
and Japanese experiences.

. Implementation bodies structures

The proposal shall emphasize exclus:vely on the identification of
the-role of each organization of MOIT, such as DGSMIT, the
Agency for Research and Development of Industry and Trade, the

National Agency for Export Development, the Center for

Education and Training of Industry and Trade and their training
center. Ht shall also include the identification of the role between
public training institutions and private ones,



b-3. Systems and policies

b-4. Specific policies and programs for MOIT to implement for the
fiscal year 2005

This proposal shall be the first stage of the action plan.
(2). Appropriate advises shall be provided by the Team to MOIT in order to
formulate the action plan by setting up a proper time schedule to carry out
the master plan.

3. Implementation of a fnodel training for SME HRD programs.

" 4. Holding workshops organized by WG

“Kick Off" workshop of the Study.

Discussion workshop for the interim report of the Study.

c. Workshop for presenting the result of the model SMEs HRD training
upon the completion.

d. Workshop for reporting final results of the study at the comptetron of the

Study.

oo

IV. Work Schdule

The Study will be carried out with the attached tentative work schedule starting
from September in fiscal year 2003 to June in fiscal year 2004:

V. Reports

JICA shall prepare and submit the followmg reports in English to GO] according
to following volumes.

1. Thirty (30) copies of Inception Report.

2. Thirty (30) copies of Interim Report. '

3. Thirty (30) copies of Draft Final Report with a summary,
4, Fifty (60) copies of Final Report with a summary.

V1. Undertaking of the Government of Indonesia

1. To facilitate smooth conduct of the Study, GOl shall take necessary
measures: ‘

(1) To secure the safety of the Japanese Study Team (hereinafter referred to as
“the Team");

(2) To permit the members of the Team fo enter leave and stay in Indonesia for
the duration of their assignment therein, and exempt them from alien
registration requirements and consular fees;
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(3) To exempt the members of the Team from taxes, duties, and any other
- charges on equipment, machinery and other materials brought into, and out
of, Indonesia for the conduct of the Study:;

(4) To exempt the members of the Team from income tax and charges of any
kind imposed on, or in connection with, any emoluments or allowances paid
to them for their services for the mptementatlon of the Study;

(5) To provide necessary facilities to the Team for remittance as well as
utilization of the funds introduced into lndonesne from Japan for the
implementation of the Study;

(8) To secure permission for enitry into all areas concerned for the

implementation of the Study;
(7) To secure permission for the Team to take all data and documents related to .

the Study out of Indonesia; and
(8) To provide medical service as needed Its expenses can be charged to the

members of the Team.

2. GOI shall bear claims, if any arise, against the member of the Team resulting
from, occurring in the course of, or otherwise connected with the discharge
of their duties in the implementation of the Study, except when such claims
arise from gross negligence or willful misconduct on the part of the members
of the Team. '

3. MOIT, in collaboration with relevant authorities, shall act as the counterparf
agency to the Team and also as a coordinating body in relation with other -

governmental and non-governmental organizations concerned for the
smooth implementation of the Study.

4. MOIT shall, as its own expenses, provide the Team with the followings, in
cooperation with other relevant organizations.

(1) Available data and information related to the Study.

(2) Counterpart personnel.
(3) Credential or identification cards. .

VIl. Undertaking of JICA

For the implementation of the Study, JICA shall take the following measures:

(1) To dispatch; at its own expense, the Team to Indonesia.

(2) To pursue technical fransfer to the Indonesian counterpart personnel in the
course of the Study.

VIl Consultations

JICA and MOIT shall consult with each other in'respect of any matter that may
arise from or in connection with the Study.



[X. Others

JICA and MOIT will sign additional Minutes of Meeting in order to complement
this Scope of Work.

Work Schedule (tentative)

Year 2003 2004

Month 9 10 11 12 1 2 3 4 5 6 7
Wbrk in
Indonesia
Work in

Japan

Report | c/R IT/R  DF/R F/R

IC/R: Inception Report
IT/R: Interim Report
DF/R: Draft Final Report
F/R: Final Report
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The Japanese Preparatory Study Team (hereinafter referred to as “the
Team”) organized by Japan International Cooperation Agency (hereinafter
referred to as “JICA"} and headed by Mr. KATAYAMA, Hiroyuki visited the
Republic of Indonesia from May 25, 2003 to May 29, 2003, for the purpose of
discussing the framework of the JICA Development Study Project entitled “The
Study on Human Resource Development for SMEs Focused on Manufacturing
Industries in Republic of Indonesia” (hereinafter referred to as “the Study”). -

The Team exchanged views and had a series of dis'cussions,‘ with the
representatives of the Ministry of Industry and Trade, the Government of
Indonesia (hereinafter referred to as "MOIT") and other agencies concerned.

The results of the discussions are as follows:
1. Utilization of the proposed plan of the Study

The Japanese side explained that the utilization of the proposed plan
of the Study would be evaluated by the Japanese follow up mission at
appropriate time after the completion of the Study. Accordingly, both the
Japanese side and the Indonesian side agreed as follows:

The target and aim of the proposed plan of the Study will served as the
basis of MOIT SME HRDP programs from the fiscal year of 2005. This
accomplishment can be reflected in the MOIT budget allocation of the year

2005.

The outcome of the MOIT SME HRD programs from the year 2005
formulated based on the above-proposed plan is- expected to increase both
satisfaction and productivity of the Indonesian SMEs who participated in the
programs. Also, after the year 2005, the Indonesian SMEs’ awareness of the
MOIT SME HRD programs is expected to increase compared to the previous
year. These achievements can be evaluated by questlonnaires follow-up
surveys, and sample research.

2. Steering Committee and Working Group

Both the Japanese side and the Indonesian side agreed that the Study
should be a collaborative project by the both sides, therefore active participation
by the indonesian side is essential for the success of the Study.

In order to implement the Study smoothly and effectively, the
Indonesian side will set up the steering committee (the SC) for the decision
making and establish the working group (the WG) as the counterpart for the -
Japanese Study Team (the Team) through an official decree (ex. administrative
decree or ministerial decree) before the commencement of the Study. The
steering committee is responsible to monitor the progress of the Study and to
finalize the MOIT SME HRD programs from fiscal year 2005 based on the
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proposed plan of the Team by the end of the Study period. The SC meeting
shall be held at least once in each phase, which is a set of activities, such as
researching phase (1% phase), analyzing and proposing phase (2nd phase),
planning and implementing a model training phase (3rd phase), and formulating
an action plan phase (4th phase), Every phase must be assessed by the SC
before proceeding to the next phase. The SC mesting shall be held whenever
both sides find necessary. The members of the SC and the WG are proposed
tentatively by the Indonesian side as follows;

(1) Steering Committee

Chairperson: - '

Director General of Small and Medium industry and Trade (IDKM)

Members: _

Secretary General of MOIT (in charge of the Center for Industry & Trade
Education and Training (PUSDIKLAT INDAG))

-Head of Agency for Research and Development of Industrial and Trade (BPPIP)

Head of National Agency for Export Development (NAFED)
Representative of JICA
Other related organizations

(2) Working Group
Members;

IDKM

BPPIP

PUSDIKLAT INDAG
NAFED

Other related organizations

3. Services, Materials, and Accommodations for the Team
The Japanese side requested MOIT to appoint personnel as
counterpart of the Study, furthermore, to arrange suitable office space in the

MOIT building with basic equipment and to provide necessary information and
coordination with other public or private organizations as the Team needs.

The Indonesian side agreed above-.menfiohe.‘d requ'e-sts except for the
office space because all the available spaces in the MOIT building were
occupied. The Indonesian side accordingly proposed office space in MIDC,
Bandung. West Jawa Province.

4. The details of the s‘c.ope of the study
(1) The imhorta_rit issues in the Study

The Japanese side explained based on “Urata Report’ that the
important and urgent issues for the Indonesian SMEs are lack of managerial



capabilities -(ex. accounting, finance) and production management capabilities
(ex. 58, quality control, production planning). Consequently, the Japanese side
explained that the Study should be carried out to propose a plan to improve
those issues. Also the Japanese side explained the model training would be
implemented on those issues.

The Indonesian side requested that the Study would inciude
production technology aspect in addition to administration and production
management aspects. In order to implement the Study in the production
technology, the Indonesian side would support the Japanese Study Team by
providing necessary information and making - of teaching materials in
indonesian language.

The both sides agreed the matters above and the details should be
determined after the resuit of the research in the early stage of the Study.

(2) Target sector of the Study

Both sides agreed that the Study should be conducted for viable SMEs
that contribute important roles in Indonesia economic development. Hence, both
sides also agreed that the Study should focus on supporting industries and
selection of target sectors in the supporting industries should be determined by
both sides after the research in the early stage of the Study.

5. Report

Both sides agreed that the Final Report should be open to the public.
6. Shortening schedule of the Study

The Indonesian side requested a rapid implementation and early result
of the Study in order to utilize forth said proposed plan for the Indonesian
budgetary request for fiscal year 2005.

The Japanese side agreed on rapzd implementation and further
proposed that the Study should be formulated in interim report within the fiscal
-year 2003 and the draft of final report by the middie of March in fiscal 2004.

7. Information to be provided to the Japanese side

in order to shorten the schedule of the Study, the Indonesian side
proposed to provide all related information to the Japanese side before the
beginning of the Study. The information shall contain the previous reports of
other donors regarding Indonesian SMEs ‘and: surrounding factors of the
Indonesian SMEs, such as the reports by ADB. Also it shall contain the
information of all the trainings for SMEs conducted by several departments of
MOIT during the past 3 years, including thejr budgets (if available), targeted

f



SMEs, subjects of trainings, training managemént- method (ex. how to plan,
implement, and evaluate), etc.

Both sides agreed that the information should be sent to the Japanese
side through JICA Indonesia office, by the end of June in the year 2003,

8. Others

The Indonesian side requested following- points as parts of the
activities of the Study.

(1)A universal acceptable & applicable model of HRD programs
(2)A systematic methodology to fulfill the immediate needs of the SMEs
(3) A systematic methodology to setup various curriculums for the trainings

The Japanese side answered those matters should be discussed in
the WG during the Study.

9. Indemnification and hold harmless

Both sides agreed to defend, indemnify and hold harmiess to each side
from and against all claims, actions, causes of action, or liabilities, including
reasonable attorneys’ fees, arising out of or resulting from any act undertaken
or committed by both sides pursuant to the performance of their obligations not
under this Study. |

The Japanese side explained that the clause 2., Undertaking of the
Government of Indonesia, in the S/W is for an exemption from civil affairs such
as a claim for. damages but not for criminal liability. Also the Japanese side
explained that the both sides should discuss in cooperation when the civil affairs
arise to the Japanese Study Team. However, the Japanese side explained that
the Japanese Study Team would obey the Indonesian laws except for the duties
described in the clause 1, Undertaking of GOl in the S/W,

The both sides agreed above,
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Background 1

* “Urata Report”

{problem) lack of product tech., QC, marketing,
management {personnel, finance,
accounting,etc.)

—proposes: human resource development
» “Japanese SME experts”

{problem) lack of 58, KAIZEN, production
management

—propose: production control, management
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¢« MOIT implements SME HRD
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SME HRD policies/programs

ey

Jngal bretnetionsl COTHSIRTON ALEREY
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* 1-1. Research on current SME HRD
—list of all SME HRD in Indonesia

* 1-2. Research on detailed SME HRD in target
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Difficulty for MOIT to implement comprehensive
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Time schedule of the Study
+ <Phase 1: Sep.~Nov.>
Research onh current SME HRD
Research on surrounding factors of SME HRD
+ <Phase 2: Dec.~Jan.»
Fropose 1) procedure,content, 2) institution, 3)
system, policy
* <Phase 3: Jan.~Mat.>
Model SME training
+ <Phase 4; Mar.>

Formulation of MOIT action plan from Year 2005
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ﬂ Japanese Technical Cooperation for indonesian SMESE

lManagerial capabililies

»The Study on HRD
for SMEs Focused

on Manufacturing

Industries

{Technical capabilities
+JICA MIDC Project
L- +JODC automotive
@ expert dispatch

P

Managerial capabilities

(~Management

L Example)

Personnet administration, Accounting,
Finance, Markeling, Distribution, Information
management ({T), Corporate strategy

[ *The Study on HRD for SMEs Focused
on Manufacturing lndustries

P.2

Technical capabilities _
~Manufacturing and its supperting lechnology

l——l Product Management (soft technology)

!
+The Study on HRD for SMEs Focused
on Manufacturing Industries

Manufacturing Technigue (hard technology)
\-

L *JICA MIDC Project
- JODC automeolive expert dispatch P3

_{ Product Management {soft technology) |

L +*The Study on HRD for SMEs Focused
on Manufacturing Industries

Example)

Materials control, Work management, Work
environment management, Production management,
Quality control, Cost management, Labor
management

P4

L{ Manufacturing Technique (hard technology}

*HCA MIDT Project
+JODC automotive exper dispatch

Example)

Machining, Casting, Forging, Press, Hear freaiment,
Plating, Plastics molding, Processing lechnology,
Assembling 1echneiogy, Dimension measuring,
Profite measuring

P.5.

Product Management (Soft
- Technology)

Example)

Materials control, Work management, Work environment
management, Production management, Quality control, Cost
management, Labol management '

+Tachnigue to Improve productivity, “IE"
*Famous term in the world, "KAIZEN”
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=a tool or method for productivity improvement

Technalogical Improvemen}

Work method Improvement

Efliciency
improvement

Quality improvement
Capability Improvement

Productivity
improvement

Inprovement | ol ement of fate of
of rate of operation in terms of man

“To aim ko recelve the I
operation

biggest ovtput from a
certain amount of input”

Impravement of rate of
operation in terms of machine

Management improvement
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IE: Industrial Engmeermg2/2

=3 {ool or methed for productivily improvement

Research -~ Analyze — Improve | Productivity
: Improvement
Research Analyze Improve =
on process the take aclion
to find problems to
problems 1o find overcome
causes the causes

KAIZEN(1/3)

- =usually translaled as “continuous improvement’

KAIZEN(2/3)

ausually translated ag "eontinuous Improvement”

| An example of a Japanese faclory |

More than 50 seconds Less than 50 seconds

15pu0oaas |

KAIZEN(3/3)
=famous team |n the world
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