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MINUTES OF MEETING
BETWEEN THE JAPANESE FINAL EVALUATION TEAM
AND THE AUTHORITIES CONCERNED OF
THE GOVERNMENT OF THE REPUBLIC OF INDONESIA
ON THE JAPANESE TECHNICAL COOPERATION FOR THE PROJECT
ON SUPPORTING INDUSTRIES DEVELOPMENT FOR CASTING
TECHNOLOGY IN THE REPUBLIC OF INDONESIA

The Japanese evaluation team organized by the Japanese Evaluation Team (hereinafier
referred to as “the Japanese Team™) organized by Japan International Cooperation Agency
(heremafter referred to as “JICA”) and headed by Mr. Yoshihide Teramishi, visited the
Republic of Indonesia from October 6 wntid 24, 2003 for the purpose of undertaking final
evaluation jointly with the Indonesian Evaluation Team (hereinafier referred to as “the
Indonesian Team”) on the achievement of the Japanese technical cooperation for the Project
on Supporting Industries Development for Casting Technology in the Republic of Tndonesia
(hercinafter referred to as “the Project”) on the basis of the Recomd of Discussions
{hereinafter referred to as “the R/D”) signed on December 15, 1998,

After the Joint Evalvation of the Project, the Japanese Team discussed with the
authorities concerned of the Republic of Indonesia for the successful implementation of the
Project.

As 2 result of the discussions, both sides mutually agreed upon the matters referred to in
the document attached hereto.

Jakarta, October 23, 2003

Mr. Yoshihide Teranishi Mr. Nurdin Noor

Leader, Japanese Evaluation Team Secretary to the Directorate General
Director, First Technical Cooperation Division  Directorate General of Small and Medium
Mining and Industrial Development Industries, Ministry of Industry and Trade
Cooperation Department,

Japan International Cooperation Agency
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ATTACHED DOCUMENT

1. Recognition of the Joint Evaluation Report
The Joint Coordinating Committee recognized the Joint Evaluation Report submitted as the

result of the joint work by both teams.

2 Completion of the Project
Both sides agreed that the Project would be completed on March 31, 2004 as stipulated in
the R/D.

3. Further Input into the Project until March 31, 2004
Both sides confirmed the further input until the end of the Project as follows.

3.1. Japanese side
The Japanese side continues the technology transfer of three (3) long-term experts in
the following fields:
a) Chief Advisor (until March 31, 2004)
b} Project Coordinator (until March 31, 2004)
¢) Moulding / Manufacturing Technology (until March 31, 2004)

In addition, the dispatch of three (3) short-term experts is scheduled.
3.2 Indonesian side
The Indonesian side continues to provide the input into the Project as agreed upon in

the R/D.

4 List of Attendants
The list of attendants is as shown in the Annex land 2

2
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JOINT EVALUATION REPORT ON
JAPANESE TECHNICAL COOPERATION FOR THE
PROJECT ON SUPPORTING INDUSTRIES DEVELOPMENT FOR
CASTING TECHNOLOGY IN THE REPUBLIC OF INDONESIA

October 23, 2003

Jakarta, The Republic of Indonesia

—; { st~ J
Mfl“exanishi Yoshihide M, Nurdin Noor

Leader, Japanese Evaluation Team Leader, Indonesian Evaluation Team
Japan International Cooperation Agency Ministry of Industry and Trade
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1. Introduction
1-1 Background of the Final Evaluation

The Japanese evaluation team (hereinafter referred to as “the Japanese Team™) organized by
the Tapan International Cooperation Agency (hereinafter referred to as “JICA”) and headed by
Mr. Yoshihide Teranishi visited the Republic of Indonesia from 6 October, 2003 for the
purpose of conducting a final evaluation jointly with the Indonesian evaluation team
(hereinafter referred to as “the Indonesian Team™) on the Project on Supporting Industries
Development for Casting Technology in the Republic of Indonesia (hereinafter referred to as
“the Project”) on the basis of the Record of Discussions (hereinafter referred to as “the R/D”)
signed on 15 December, 1998.

Through careful investigation and discussions, both Teams summarized their findings in this

repoxt.
1-2 Objectives of the Final Evaluation
The evaluation exercise had the following obj e_:gtives:

(1) To comprehensively evaluate the Project by reviewing (a) the degree of achievemeﬁts of
the Overall Goal and Project Purpose and (b) the results of Outputs, Activities and Inputs;

(2) To make recommendations to those who are involved in the Project taking the result of the
evaluation into consideration; and _ _

(3) To derive lessons from the Project for improving planning and implementation of similar
technical cooperation projects in the future.

1-3 Methodology of the Final Evaluation
The evaluation was conducted in terms of five criteria, namely relevance, effectiveness,

efficiency, impact and sustainability ', in accordance with the Project Design Matrix
(bereinafier referred to as “the PDM”) for the Project by means of:

! Relevance: Relevance refers to the validity of the overall goal and the project purpose of a project in connection with
recipient country’s development policy, actual needs of the target beneficiaries and the aid policy of the donor country
Effectiveness: Effectiveness refers to the extent to which the project purpose has been achieved as a result of the outputs of
the project
Efficiency: Efficiency refers fo the productivity of the implementation process, i e. to what extent the inputs and activities
of the project have been converted into the outputs
Impact: Impact refers to direct/indirect, positive/negative and foresecable/unforesceable effects that have been or will be
caused by implementation of the project Fhe overall goal of the project could be interpreted as the direct, positive and
foreseeable impact of the project. '

Sustainability: Sustainability refers to the extent 1o which the benefits generated by the project can be sustained.

Vi
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(1) examination of related documents (the R/D, minutes of meeting on the Project, Japanese
experts' reports, various documents prepared by related organizations, etc.);

(2) a questionnaire survey and interviews with the Japanese experts, Indonesian counterpart
personnel (hereinafter referred to as “C/P”) and other parties involved in the Project; and

(3) discussion between the Japanese team and the Indonesian side including evaluation team
members and related officials on the results and future prospect of the project activities.

1-4 Members of the Evaluation Teams

1-4-1 Indonesian Team

Mr. Nurdin Noor Leader
Secretary to the Directorate General
Directorate General of Small and Medium Industries
and Trade, Ministry and Industry and Trade (MOIT)

Mr. Yos Rizal Anwar _ Member of Supervisory Board of Indonesian
Foundry Industries Association (hereinafter referred
-to as “APLINDO”)
CEO of Bakrie Tosanjaya
Mr. A. Safiun President of APLINDO
Mr. Cuk Sutoyo Agrindo
. Mr. Soejitno Head of Ceper Laboratory

Prof. Dr. Rachim Suratman Institute of Technology of Bandung

1-4-2 Japanese Team

M: TERANISHI Yoshihide  Leader
Director, First Technical Cooperation Division
Mining and Industrial Development Cooperation
Department
JICA

Dr. OKADA Senri Technology Transfer Planning
Technical Advisor
The Materials Process Technology Center

Ms. YAMAUCHI Chikako Training Planning
The Materials Process Technology Center

4
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Mr. YAMADA Minotu

Ms. MAMIYA Shinobu

Mr. HARA Hiromichi

Cooperation Planning

Staff, First Technical Cooperation Division
Mining and Industrial Development Cooperation
Department

JICA

Evaluation Analysis
Gilobal Link Management, Inc.

Evaluation Management

Associate Expert

First Technical Cooperation Division

Mining and Industrial Development Cooperation
Department

JICA

1-5 Schedule of the Final Evaluation

QOctober 6
October 7

October §8

October 9
October 10
October 11

Qctober 12
October 13

October 14

October 15

October 16

QOctober 17

Aarrival at Jakarta (Ms. Mamiya and Mr. Hara)
Meeting with JICA Indonesian office

Meeting with IDKM,

Ministry of Industry and Trade

Interview with a private firm

Interview with APLINDO and Indonesian
Foundrymen’s Association (hereinafter referred to as
“HAPLI™)

Interview with a private firm

Move to Bandung

Courtesy call to MIDC

Discussion with the Japanese experts
Interviews with C/P _
Drafting the Joint Evaluation Report (here JER)
Drafting JER

Ditto

Ditto

Supplementary survey

Drafiing JER

Arival at Jakarta (Dr. Okada, Ms. Yamauchi and
Mr. Yamada)

Move to Bandung

Interview with C/P

Observation of the project site

Interview with C/P

Discussion with the Japanese experts

Move to Jakarta (Mr Yamada)

Meeting with the JTTCA Indonesia office
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October 18

October 19

October 20
Qctober 21

October 22
QOctober 23

October 24

Meeting with BPPIP

Meeting with the Director General of IDKM
Move to Bandung (Mr. Yamada)

Interview with C/P

Visit to a private firm

Meeting with the former head of MIDC

- Data collection and analysis

Drafting JER and Minutes of Meeting (M/M)
Aurrival at Jakarta (Mr. Teranishi}
Drafting JER and M/M

Move to Bandung (Mr. Teranishi)
Discussion with MIDC on JER

Ditto

Move to Takarta

Discussion with the Indonesian Team
Joint Coordinating Committee
Signing of M/M

Report to the embassy of JTapan
Report to the JICA Indonesia office
Departure from Jakarta
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2. Qutline of the Project
2-1 Background of the Project

The Institute for Research and Development of Metal and Machinery Industries
(IRDMMUI/MIDC; hereinafter referred to as “MIDC”) under the Ministty of Industry and
Trade is one of the central public technical support organizations which was established with
the aim of strengthening the technical capability of the metalworking and machinery industries
in the Republic of Indonesia.

In response to the request from the Indonesian government, both Japanese and Indonesian
sides agreed on the implementation of the Project between 1 April 1999 and 31 March 2004,
which aims at the development of the suppoiting industry in Indonesia focusing on casting
technologies.

2-2 Project Design Matrix

The PDM for the Project is shown in Annex 1. There has not been any change in the PDM
during the project period. The Overall Goal, Project Purpose, Qutputs and Activities of the
Project described in the PDM are as follows:

(1) Overall Goal
Small and medium scale foundry industries will be able to provide domestic assembly
industries with casting products to meet their quality level

(2) Project Purpose : :
Technical services for small and medium scale foundry industries extended by MIDC
will be improved.

(3) Outputs and Activities

The Outputs and Activities for realizing each Qutput as described in the PDM are as
follows: '

Output 0. Project operation unit will be enhanced.
0-1. Allocate necessary personnel.

(0-2. Make plans of activities.

0-3. Make budget plan and execute properly.

0-4 . Establish and operate management system.

Qutput 1. Machinery and equipment will be provided, installed, operated and maintained
properly.

1-1. Make facility refurbishment plan and implement as planned.

1-2. Provide and install machinery and equipment.

1-3. Operate and maintain the machinery and equipment properly.
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Output 2 Technical capability of the counterpart personnel will be upgraded.
2-1. Make Technical Cooperation Program

2-2. Implement technology transfer to the C/P.

2-3. Monitor and evaluate the technology transfer to the C/P.

Output 3. Trial Prototyping services will be implemented systematically.
3-1. Make plan of t1ial prototyping services.

3-2. Implement the trial prototyping services.

3-3. Monitor and evaluate the trial prototyping services.

Qutput 4. Technical dissemination services will be implemented systematically.
4-1. Make plan of technical dissemination services.

4-2. Implement the technical dissemination services.

4-3 Monitor and evaluate the technical dissemination services.

Output 3. Information services will be implemented systematically.
5-1 Make plan of information services.

5-2. Collect and compile technical information and material.

5-3. Provide industries with technical information and material.
5-4. Monitor and evaluate the information services.

2-3 Plan of Operation

The latest Plan of Operation for the Project (hereinafter refetred to as “PO”), showing the
actual results as well as the Qriginal plan, is shown in Annex 2.

2-4 Technical Cooperation Program

The latest Technical Cooperation Program (hereinafter referred to as “TCP”) for the Project,
showing the actual results as well as the original plan, is shown in Annex 3. The items of
technology transfer to be covered as described in the TCP are as follows:

(1) Casting Design

(2) Pattern Making

(3) Moulding

(4) Melting

(5) Examination and Quality Control

2-5 Tentative Schedule of Implementation

The latest Tentative Schedule of Implementation (hereinafter referred to as “ISI”) for the
Project, showing the actual results as well as the original plan, is shown in Annex 4.

-
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3. Results and Achievements of the Project

The overall performance of the Project was found to be satisfactory. Details of the results and
achievement of the Project are described in this chapter.

3-1 Inputs

Inputs from both Japanese and Indonesian sides were generally provided in line with the
original plan, although some shortage and delay were noticed.

3-1-1 Inputs from the Japanese Side

3-1-1-1 Dispatch of Experts

Eight long-term experts were dispatched. For the project management, two Chief Advisors and
two Project Coordinators (the one covered the SME development as well) were dispatched to
cover the project period. For the technology transfer, the fields of experts include the Casting
Technology Management; Pattern Making; Moulding, and Moulding & Manufacturing
Technology. 58 short-term experts were dispatched as of Oct. 2003 . List of experts is shown in
Annex 5.

3-1-1-2 Equipment Provision
There has been equipment provision, an equivalent of JPY 292 million. The details of the
equipment are shown in Annex 6.

3-1-1-3 Training of Indonesian C/P in Japan
18 C/P received the training in respective fields under the C/P training program in Japan The
details of the training are shown in Annex 7.

3-1-1-4 Local Cost Support

As of September 2003, the total amount of expenditures for the Project borne by the Japanese
side was 39.0 million Japanese ven. The breakdown of expenditures is shown in Annex 8.
3-1-1-5 Others ,

In addition, three study teams were dispatched, such as the Consultation (Uneishido), a
Mid-term Evaluation, and the Final Evaluation during the project petiod.

3-1-2 Inputs from the Indonesian Side

3-1-2-1 Inpaut of Personnel

There have been 40 full-time C/P (including 9 daily workers) allocated over the project period
from the Indonesian side. The list of C/P is shown in Annex 9.

3-1-2-2 Input of Operational Cost
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As of September 2003, the annual amount of expenditwre for the Project borne by the
Indonesian side was Rp.318 6 million in 2000, Rp.200.0 million in 2001, and Rp 269.0 million
in 2002. A breakdown of expenditures is shown in Annex 10.

3-1-2-3 Others

Indonesian side also allocated 133 sorts of equipment or machinery to be used for the project
activities. Somie of them are not in operative condition Details of the equipment are shown in
Annex 11. Office space and office equipment were provided for the Japanese experts and local
staff was allocated to support the administrative work of the Project.

3-2 Activities and Outputs

The progress of each activity and the achievement of each output were confirmed to be
correspondent with the schedule. Details of the activities are shown in Annex 2 for the PO, in
Annex 3 for the TCP, in Annex 4 for the TSI, and Annex 12 for the Achievement of the
Project

3-2-1 Output 0: Project operation unit will be enhanced.

In general, project management of the casting department has been successfully enbanced. It is
expected that the organizational restructuring, which is now in progress, has served to further
strengthen the foundry activities.

(1) The addition of new permanent staff was a remarkable achievement under the current
zero-growth policy. Furthermore, during the project period, four staff membets were
employed under the project budget and assigned as C/P of the Project.

(2) In 2002, due to the change of the supervisory body of MIDC. from BPPIP to IDKM, the
organization of MIDC has been restructured based on the “Business Plan” proposed by
IDKM. This organizational change has strengthened the foundry activities as it is now
promoted to the departmental level, which used to be the section under the product
department. The current organization chart of MiDC is shown in Annex 13-1

(3) Although the amount of Indonesian budget was sufficient, it is identified that there were
some delays in disbursement of the budget due to institutional reasons. In some occasions,
the Japanese side had to cover such costs as spare parts of equipment that should have
been borne by the Indonesia side.

3-2-2 Output 1: Machinery and equipment will be provided, installed, operated and
maintained properly.

Most of the equipment provided by JICA for the foundry activities was operated and
maintained properly under the maintenance system.
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(1) Provision and installation of machinery and equipment were completed during the first
year of the Project. Preparation of the manuals for operation and maintenance of
machinery and equipment were also completed during the first year.

(2) Each section assigned a person to monitor the condition of the equipment used and the
maintenance section takes the overall responsibility to repair the equipment as well as to
conduct safety control if needed The list of person in charge is shown in Annex 14.

(3) Much effort was made to install the equipment, as the local suppliers did not have the
-approptiate technologies required for meeting the specifications of the equipment

(4) Some problems were observed in the process of obtaining necessary spare parts and
consurnables. This relates to the problem of timing in budget disbursement by the
administration of MIDC.

3-2-3 Output 2: Technical capability of the counterpart personnel will be upgraded

In this subsection, the achievement of the Output 2 is reviewed. In evaluating the technical
capability of the C/P, not only their technical knowledge as engineers/technicians but also their
mindset for being in charge of a specific technical part of the diverse casting production
process were considered. The observation consists of three parts: first, a general review on the
overall performance of MIDC’s casting production focusing on such factors as production
volume and defect ratio; second, swrvey on the progress of technology transfer from the
viewpoint of the target castings; third, an examination of the C/P’s technical capability in
respective technical fields.

3-2-3-1 General Review on the Overall Performance of MIDC’s Casting Production

During the project petiod, 242 castings have been produced as of the beginning of September
2003 (Annex 15). In the process of production, the technology transfer was conducted in
respective technical fields. The trend of ordered castings production is shown in Annex 16.
The average monthly production volume has increased from 2.3t at the beginning of the
Project (i e in 2000) to 6t in 2003 (as of September 2003). It is assumed that this increase was
made possible by the fact that, as a result of the decrease in the defect 1atio from 9% in 2000
to 3.5% in 2003 (as of September 2003) (Annex 17), the 1ate of castings that could be directly
delivered to the customers increased.

The decrease in the defect ratio could be attributed to three factors. First, C/P’s technical level
in individual fields was upgraded. Second, C/P’s awareness towards teamwork was increased;
for example, the “inter-field” linkage among respective technical fields was strengthened,
which was the major policy of technology transfer in the first half of the Project. Finally, the
awareness towards operation emphasizing “visual control”, which has been the major policy
of technology transfer in the latter half of the Project, has been steadily instilling among the

C/P.
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In addition, “kaizen™ activities, where improvement of quality and efficiency is sought with
the participation of all the C/P, have been started recently. Some proposals have been already
submitted by the C/P. An example of “kaizen” is shown in Annex 18,

Furthermore, it should be noted that the composition of the Japanese experts in charge of
technological transfer was elabotately considered In addition to the experts in specific
technological fields, the long-term experts in charge of “casting technology management” and
“manufacturing technology” were dispatched with the aim of enabling systematic transfer of
diverse technologies (which are characteristic of casting production).

Overall, it could be concluded that technology transfer for casting production was conducted
as scheduled

3-2-3-2 Survey on the Progress of Technology Transfer from the Viewpoint of the Target
Castings

In the Project, five technological levels have been defined according to their difficulty as
shown in Annex 19. Several appropriate target castings that require the expertise in each
technological element for production were selected. The list of the target castings successfully
produced is also shown in Annex 19 In the course of technology transfer, quality of those
target castings was checked in order to grasp C/P’s technical level. The numbers of the target
castings that were satisfactorily produced and approved by the Japanese expetts are, from
Level One (the easiest) to Level Five (the most difficult), 9, 7, 12, 7 and 3 respectively (Annex
19). It should be noted that the technologies required for producing Level Five target castings
are highly appreciated even in Japan. '

Another remarkable achievement is that the cylinder head, one of the successfully produced
target castings, is currently imported but will be produced domestically in the near future
Annex 20 shows the illustrated process of successful manufacturing of the stick cup, another
example of the successfully produced target casting. Although the policy of selecting target
castings was changed in the course of the Project?, compating the lists of the target castings
before and after this change in policy, it could be concluded that the technical capability of the
C/P to produce advanced castings has been upgraded as planned.

3-2-3-3 Examination of C/P’s Technical Capability in Respective Technical Fields
Duting the cooperation period, C/P’s technical levels in respective technological fields have

been periodically measured making use of the Monitoring and Evaluation Sheet for TCP
(Amnex 21) The grading system was designed so that Grade Four is roughly equivalent to the

% Although target castings were assigned by the Japanese side at the initial stage, as the Project went o, castings ordered
from the customers of the trial prototyping services came to be used as the target castings. This change in the policy was
authorized when the Mid-term Evaluation Team visited the Project in January 2002.

11 W
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technical level required for a Grade Two technician under the Japanese skills evaluation

system. It should also be noted that thé grade given represents the technological levels of the

technical groups as a whole rather than individual C/P in respective groups With the help of

this Annex, the achievements of technology transfer in respective technical fields are
presented below. '

(1) Casting Design

It can be observed that, in the field of casting design, the C/P have reached the target level in
most of the subjects covered by Annex 21.

The quality of casting design could be evaluated by observing the frequency of shrinkage
defects. Annex 22 shows the Parcto diagram analyzing the type of defects that occurred in
production of ordered castings from 2001 to 2003. It can be observed that shrinkage defects
occurred most frequently among all types of casting defects in 2001 and 2002. In 2003,
however, the occurrence rate of this type of defect has remarkably decreased (third most
frequent) accounting for only 5% of all the defects, which illustrates the significant
improvement in the technical level of casting design.

It is assumed that this improvement is partly attributed to the fact that the provided casting
simulation device was effectively utilized. It should be noted that, with the help of this device,
the C/P can now provide casting design services for private companies The name of
companies that utilized this service is listed in Annex 23.

Although the grade given to the C/P in terms of casting specification falls behind the target
level, this could be partly attributed to the unfavorable commercial custom where the
awareness towards clear specifications is generaily low.

Despite the above achievement, it seems to be problematic that produced casting designs are
left in individual computers, not being stored in a database '

(2) Pattern Making

According to Annex 21, C/P’s technical level has improved to Grade Four as targeted in many
subjects. In addition, when the group leader of this field came to Japan for training, he was
said to be well gualified as a Grade Two technician under the Japanese skills evaluation
system. Thus, it could be concluded that this group has generally achieved the target technical
level.

Regarding the subject of “handling and maintenance of hand tools”, the C/P has not reached
the target level yet. This could be partly attributed to a difference in customs between
Indonesia and Japan; in the finishing process of pattern making, while hand tools are widely
used in Japan, use of emery is common in Indonesia. As the Japanese experts who taught the
C/P in the past have the opinion that “Although, in Japan, proficient use of hand tools is
indispensable for producing patterns of 1equired accuracy, finishing by using emery might be
appropriate to improve efficiency in Indonesia considering the current level of required

12 v/
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accuracy”, it should be reasonable to change the target level itself from Four to Three and
conclude that the current technical level is satisfactory. '

The target level has not been achieved in the subject of “inspection of pattern”, either. The
major cause of this situation seems to lie in carelessness rather than technical capability.
Regarding “mending and storage of patterns”, another subject where further 'impr;ovement is
required, the fact that the reform of the wotkplace for pattern making is underway seems to be
the obstacle to the achievement of the target level.

(3) Sand Preparation and Moulding

This technical field contains a wide range of technoiogiesfskills such as sand preparation,
green sand moulding (hand moulding and machine moulding), organic sand moulding, core
making and sand reclamation. Accordingly, many Japanese experts have been dispatched. As
far as the defects related to sand preparation and moulding are concerned, the defect ratio has
remarkably decreased This is a clear evidence of improvement in the overall
technologies/skills related to sand preparation and moulding. Accordingly, the targeted Grade
Four has been achieved in most subjects.

Regarding hand moulding, the Japanese experts ofien work jointly with MIDC’s daily workers
employed on a temporary basis. The grade recorded in the Monitoring and Evaluation Sheet
for TCP falls behind the target level assumedly due to the limited skills of these workers.

Regarding double squeeze sand moulding, the basics of mechanized mass-production
moulding were taught and the taget technical level has been achieved. Although moulding
machines are highly mechanical facility, gladuél improvement in technologies for undertaking
repair and renovation of related machinery can be observed.

The technical subjects related to the jolt squeeze moulding machine are not evaluated. This is
because the moulding machine, originalty owned by MIDC, is too obsolete and has not been
in order in spite of Project’s attempt to ovethaul it. It should be noted, however, the knowledge -
of double squeeze sand preparation and the practical skills required for hand moulding could
be applied to jolt squeeze operation. '

Regarding organic sand moulding, control of moulding sand and facility maintenance were
paxtiéulariy emphasized in technology transfer. The technologies for sand control have been
improved through collaboration with the sand laboratory and appropriate control has come
into practice. Accordingly, this technical field could be viewed as the model of the visual
control in MIDC foundry.

Regarding core making, the originally planned way of technology transfer had to be revised
due to the difficulty in procuring binder from the local market. As the Japanese experts taught
to accumulate basic data on substituting processes, however, this change did not hinder the

technology transfer in this field.
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(4) Melting

If melting time is taken up as an indicator for technical evaluation, it can be said that C/P’s
overall technologies has reached the target level because the time required for melting has
become shorter as well as less dispersive (Annex 24).

However, the subject of “selection of storage of materials” could not be adequately covered
because, in Indonesia, it is currently impossible to procure raw materials that are provided
with appropriate quality control as is common in Japan. In addition, the C/P do not have
sufficient basic knowledge regarding some technical measures such as the change in melting
elements. :
The problem of this technical field seems to be that the C/P lack in theoretical knowledge such
as fundamental metallurgy and practical experience in temperature measuring, pouring,
sampling of analytical samples, and so on.

(5) Examination and Quality Control

The technology transfer of casting examinations and countermeasures against defects has been
conducted in terms of both theories and practice. Currently, the C/P understand inspection
methods and are gradually becoming proficient in skills through accumulation of experience in '
practical inspections. The C/P also came to have adequate knowledge for drawing relevant
conclusions in pursuing the causes of casting defects.

As castings are ordered without sophisticated specifications, however, the C/P have not fully
realized the significance of quality assurance.’ In addition to this, as currently no C/P are -
exclusively responsible for this technical field, the Japanese expeits were unable to make them
proficient in technologies through repeated guidance. It seems that the achievement of the
target techmical level in some subjects is unattainable unless the Indonesian foundry industry
as a whole including end-users of castings has a higher level of awareness towards inspection
technologies.

In terms of quality control technolegies, the overall policy of promoting visual control has
been taking root; the C/P have come to not only record the data but also understand the
processed statistical data on quality control.

(6) Facility Maintenance

Casting production requires a complicated facility system. A failure of the facilities in a part of
the production process can cause a stoppage of the whole production line. The technology
transfer in this field has covered a wide range including guidance on facility maintenance to
the responsible C/P, guidance on daily checkup and maintenance to device operators and the
establishment of a management system of tools and spare parts. Considering this wide 1ange
of technologies to be transferred, a Japanese expert exclusively in charge of facility

3 This issue is also related to the item 1-5 of the TCP, i e “casting specification™
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maintenance was dispatched repeatedly, nine times in total

A facility maintenance room was set up within MIDC foundry and expert’s guidance was
made to facilitate the control of tools and spare parts. C/P’s basic technologies of facility -
repair have also improved mainly through training in Japan.

The importance of daily checkup and maintenance has been taught to many device operators
by preparing formats for inspections. It is observed, however, the custom of regularly filling in
the formats has not fully taken root. _

Regarding the maintenance system of spare parts, a proposal on the system was submitted to
the management, urging them to introduce a system suitable to MIDC based on the proposal.

Overall, it has to be concluded that the target technical level has not yet been fully achieved
despite the continuous efforts extended by the Japanese experts. It seems that the awareness of
all the staff, which is indispensable to introducing the practice of effective facility
maintenance practice, is still low.

3-2-4 Output 3; Trial prototyping services will be implemented systematically.

The total of 242 tiial prototypical products has been made by the beginning of September
2003 as shown in Annex 25. The defect ratio has fallen from around 9% in 2000 to 3.5% m
2003 As a result, the income earned by providing these services has been gradually increasing
since the year 2000,

(1) The numbers of prototypical products by products type are as follows:
77 for Automotive components
9 Agricultural machinery components

20 Electrical components

48 Textile machinery components

20 Castings for Jig and Fixture for automotive assembling

12 Industrial machinety components for multifarious industries

56 Others

(2) The collaboration among staff in each process is essential for producing prototypical
products. The Project helped strengthen the teamwork among the casting department
through technology transfer, thus increase the efficiency in production process.

(3) The recent organizational reform has resulted in decentralization of the marketing section
to each technical department. The marketing section will be responsible for the planning,
implementation, and monitoring of various technical services.

3-2-5 Qutput 4: Technical dissemination services will be implemented systematically.

Technical dissemination services include extension services (technical consultation) and

T

training services.
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3-2-5-1 Extension Services

The total number of 71 foundries has been visited by the Project. The number of extension
services has accumulated to 192 times. Such consultancy services have been appreciated by
those foundries and they have been continuously conducted on a regular basis for those
identified targeted clients, 14 companies. JICA silver experts have also exchanged information
with the experts of this Project in terms of local market needs and technologies. (See Annex '

26)

(1) The extension services helped improve the knowledge and skills of the C/P, especially in
the process of problem solving,

(2) The services also greatly contributed to increasing the reputation of MIDC among foundry
companies. According to the survey and interviews conducted for the service recipients,
professional advice by the Project is highly evaluated, especially for the improvement of
product quality.

(3) Short-term experts who are exclusively in charge of extension services were dispatched in
order to complement the work of long-term experts.

(4) Some concerns arise whether or not the Indonesian C/P themselves can manage to deliver
services after the completion of the Project, as MIDC has heavily relied on the Japanese
side technologically and financially.

3-2-5-2 Training Services

Training courses have been successfully conducted with limited assistance fiom the Japanese
side. (See Annex 27) The C/P have even developed new training courses such as casting
design simulation. The average satisfaction ratio of trainees has maintained the preferable
level (4 out of 5) in the series of services provided since 2001. '

(1) 18 training courses have been carried out for small and medium scale foundries and in total
229 trainees have participated in the courses.

(2) Three training coutses have been offered for joint venture companies and universities on a
~ charged basis and in total six trainees have participated in the courses.

(3) Some textbooks were revised to reflect the current technology in the market, and the
additional manuals and materials were prepared to cover new subjects such. as
countermeasures for the defects in production, defect analysis, and material improvement.
For details, see Annex 28.

(4) Interns from various universities were accepted in MIDC foundry providing them with
precious learning opportunities on the OJT basis. /??
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3-2-6 Output 5: Information services will be implemented sysfematically.
Information services have been implemented in the form of seminars and publications.
3-2-6-1 Seminars

Seminars conducted by the Project have served to improve the communication among
participants, concerned organizations and companies. And they also contributed to enhancing
the reputation of MIDC as the center of excellence to help improve the supporting industries.

(1) Five seminars on Iron Casting Technology and one commemorative seminar have been
held so far In total, 980 participants attended these seminars as shown in Annex 29.

(2) The average satisfaction level of seminar conducted in 2003 has slightly decreased
compared with those conducted previously but for good reasons The location of the
seminar has been shifted to MIDC instead of local hotels resulting in the limitation of the
number of participants accommodated. However, the change of location minimized the
budget, and gave good opportunity for participants to visit MIDC’s facilities.

(3) Seminats have also provided good opportunities for the stakeholders involved in the
Indonesian foundry circle to gather in one place. At the same time, they offered the chance
to exhibit the materials and consumables used in the production process.

(4) MIDC took the initiative in organizing the seminars However, the support from the
Japanese side, especially at the planning stage, contributed to increasing the satisfaction
level of participants.

(5) The critical comments were heard that the current needs of the foundry industry should
always be reflected to the topics of seminars in order to meet the requirement of the
industries and maintain the satisfaction level of participants.

3-2-6-2 Publications

Publications and video have been produced during the project period as shown in Annex
30. These publications were distributed to related parties and contributed to disseminating the
information of casting technologies.

(1) Fow publications such as Project Leaflet, Project Pamphlet, Casting Technology
Handbook, “Metal Indonesia, vol. 024/2002, Iron Casting Technology Edition, were
produced by the Project. They were distributed to the participants of seminars, related
organizations and visitors of MIDC. It should be noted that the Casting Technology
Handbook has been widely used as a useful reference book not only by private foundries
but also by the users of casting products and students. P

a
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(2) One promotion video for the Project was prepared and distributed to the related
organizations.

(3) Tt is identified that the distribution of these publications could have been conducted more -
actively by utilizing various channels such as APLINDO, HAPLI, ete.

3-3 Project Purpose

The Project Purpose is “Technical services for small and medium scale foundry
industries extended by MIDC will be improved.”

In general, the beneficiaries of MIDC’s technical services have shown satisfaction to their
quality. The six Outputs have directly contributed to the achievement of the Project Purpose.
Combined efforts of Japanese and Indonesian sides have contributed to improving the overall
performance of technical services of MIDC.

(1) Average satisfaction ratio of the participants for the training cowrses and the seminars has
maintained the preferable level (4 out of 5)in the series of services throughout the project
period.

(2) The data to monitor the expectation of the technical services by the industries were
collected by questionnaires for those participated in the seminars. The respondents were
requested to select their preferable services with muitiple choices. The percentage obtained
represents comparative preference of the respondents among the given service choices.
Therefore, it is not appropriate to compare the percentage of preference for one service
with that of the previous survey.

(3) The number of beneficiaries for these services has increased as shown in Annex 31. For
extension services, the number of visits increased every year and the total number of visits
as of September 2003 reached 192 times. The number of the trainees participated in the
training courses have also increased every year. As of September 2003, in total 235
trainees received the training courses provided by MIDC. More than 100 people
patticipated in each seminar. The total number of seminar participants so far reached 980
as of September 2003.

(4) In addition, MIDC is now ready to launch new technical services for the clients such as
casting design simulation, sand testing and metal analysis.

(5) The increasing trend of income received through technical services has served to confirm
that more clients expect to receive such services from MIDC . According to the income
report of MIDC, the annual self-income of foundry shop for product manufactuting was
Rp.8 8 million in 2000 and it increased to Rp.35 2 million in 2002. For 2003, the annual
income up to September is Rp.24 Smillion as shown in Annex 32.

Va
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(6) The trend of defect ratio of the products in MIDC foundry indicates the quality
improvement. The average defect ratio per month in 2000 was 9 0% and then decreased to
3 5% in 2003 (as of September 2003) as shown in Annex 17.

(7) In conclusion, judging from the performance of these indicators and the comments
received from beneficiaries and related industries, the project purpose could be said as
“achieved.” However, in order to sustain the current level of achievement, continuous
efforts to identify the needs of the industry and to improve the contents of the services are
needed.

3-4 Overall Goal

The Teams could not obtain sufficient information for objectively confirming the achievement
level of the Overall Goal.

(1) According to the PDM, the verifiable indicators for measuring the achievement level of the
Overall Goal are “the increase of production delivered to assembly industries™,
“improvement of quality of products” and “improvement of productivity and efficiency”.

(2) As the information related to the performance of the first indicator “increase ofprodﬁction
delivered to assembly industries”, the Teams confirmed that the annual production of |
automobile, the largest user of casting products, has increased from 123, 244 in 1999 o
299257 in 2002.* However, this increase in automobile production has little relationship
with the performance of “small and medium scale foundry industries” * The sector-wide
statistics of the foundry industry, which could be much more relevant indicator, are not
currently available. As alternative information, the Teams found that the annual average
casting production of 12 selected Indonesian foundries (which are beneficiaries of MIDC’s
services) increased from 1,970t in 2000 to 4,630t in 2002.° In addition, abcording to the
interviews conducted during the evaluation, one ofthese_ selected foundries successfully
received orders from world-class assemblers. These could be regarded as partial
achievement of the Overall Goal. ] '

(3) The performance of the second indicator “improvcmént of quality of products” can partly
be explained by the reject ratio of the 12 selected foundries, which improved from 11.3%
in 2000, 9.6% in 2001 and 8.7% in 2002.7 The above-stated example of the beneficiary
foundry that received orders from world-class assemblers could also be viewed as the
evidence of “improvement of quality of products”. Another example is that other

* Source of data is “GATKINDOQ, 2002”
This irrelevant information was coliected for reference as this was also used in the Mid-term evaluation conducted in

January 2002
5 Spurce of data is “Survey on Productivity and Expectation of Indonesian Foundries” conducted by the Project in 2001 and

2003
7 Source of data is “Survey on Productivity and Expectation of Indonesian Foundries” corducted by the Project in 2001 and

2003
1% ??
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beneficiary foundry is now in the process of developing new products (e.g engine for an
agricultural machine) by utilizing the technology transferred by MIDC. Thus, it could be
said that the Overall Goal has been to some extent achieved with I'égard to the second
indicator.

(4) As for the performance of the third indicator “improvement of productivity and efficiency”,
it cannot be examined because reliable data are not available at the time of final
evaluation,

(5) Thus, although comprehensive performance could not be confirmed, some preferable
incidents indicating the achievement of the Overall Goal are surely taking place.

(6) However, as the verifiable indicators do not offer objective criteria for measuring the
success, the Teams cannot make objective comments as to the achievement level of the
Goal . At the same time, interpretation of the preferable incidents stated above does not
seem to be uniform among stakeholders; while some insist that these are remarkable
achievement, others argue the significance of such individual examples of success are
matginal in the light of the Overall Goal.

20 7,72'“
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4, Implementation Process
4-1 Monitoring process

(1) The PDM was developed before the inception of the Project as a tool to monitor the
progress of project implementation. The verifiable indicators and means of verification for
the Overall Goal and the Project Purpose were ambiguously determined. As the Indonesian
economy was still in turmoil just after the 1997 East Asian Economic Crisis (helemaftel
referred to as the “Crisis™) and the institutional settings for providing baseline data were
not operative, there seems to have been a consensus that these components of the PDM
should be specified in the course of project implementation. However, the ambiguous
verifiable indicators and means of verification has remained unchanged to date in spite of
the fact that, when the Mid-term evaluation was conducted in January 2002, both
Indonesian and Japanese sides exchanged M/M explicitly stipulating that some parts of the
PDM, including verifiable indicators and means of verification, would be reviewed along
with the progress of the Project by the time of final evaluation.

(2) The monitoring was not necessarily conducted through the joint work of both Japanese and
Indonesian sides.

(3) In the second half of fiscal 2002, it was determined that the monitoring report was jointly
prepared twice a year by both Indonesian and Japanese sides Nevertheless, it has not been
submitted so far.

4-2 Communications

Overall, the communications between the C/P and the Japanese experts have been very smooth
in technology transfer, and the supporting system of the Project has contributed to maintaining
such a level of communication.

(1) There were some language batriers between the C/P and the Japanese experts. However,
the effort by the side of Japanese experts who struggled to acquire the Indonesian language
and the effective use of an interpreter, who has been competent enough to learn
complicated technical terms of casting production, has greatly contributed to maintaining
the smooth communications between both parties. '

(2) Communication among the Japanese experts has been extremely active. Especiélly
exchanging the weekly reports by e-mail has facilitated the communication.

(3) Meetings between the C/P and the Japanese cxperts are held although not on a regular
basis, contributing to mutual understanding of both sides. The moming meetings
conducted on a regular basis have also served to promote the communication between the

C/P and the Japanese expetts.
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(4) Japanese domestic advisory committee for the Project has set up for the purpose of
providing the technical support with the Japanese experts and to facilitate the
communication between the Project and the JICA headquarters The secretariat was set up
to help recruit the experts whose field perfectly matches the needs of the Projectin a
timely manner. '

(5) It is notified that the Joint Coordinating Committees were held only three times although it
is stipulated in the Record of Discussions that it should be held at least once a year. The
committee members were supposed to exchange their views and comments in order to
promote collaboration among the member organizations.

4-3 Awareness and Behavior of the C/P

According to the questionnaires and interviews conducted by the Japanese Ieam, many C/P
expressed that, although they have experienced difficulties in following the working discipline
introduced by the Japanese experts, they have gradually adopted it into practice. Those in
management level, those belong to the other departments of MIDC, and the Japanese experts
also recognized the change of working customs of MIDC foundry.

4-4 Policy and Special Consideration for Technology Transfer

The Japanese experts have adopted the policy of technology transfer to increase the
effectivencss of the technology transfer. According to the interviews conducted during the
evaluation, some C/P commented on the difference between the Japanese and Belgium

cooperation.
4-4-1 Comparison of Technology Transfer between Japan and Belgium

(1) The technologies provided by Belgium were more or less fundamental knowledge and
skills for casting production which might have been needed at that time, while the
technologies transferred by the Japanese experts have been more advanced, which also
match the current needs of MIDC.

(2) The mode of technology transfer is more or less towards individuals in case of Belgian
assistance, while the Japanese assistance places a strong emphasis on teamwork.
Especially, it is considered that the collaboration among staff'in each production process,
which is a common practice in Japan, is essential for successful technology transfer.

(3) In this sense, it is quite effective to dispatch long-term experts who can cover “inter-fields”
issues. The expert in the fields of casting technology management was dispatched in the
first half of the project period, while the expert in the field of manufacturing technology
was assigned for the second half of the project period.

47
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In the process of installation of equipment, much effort was made to cope with local suppliets’
lack of appropriate technologies and awareness in specification and commercial procedures.

4-5 Important Assumptions

The PDM for the Project includes the following six important assumptions as the conditions
for achieving the Project Purpose.

(1) There is no drastic change in the politic and gconomic situation in Indonesia.
(2) Supporting industries development policy will continue to be stable.

(3) Demand for Indonesian casting products will continue to be stable

(4) Indonesian foundry industries will utilize the technology obtained from MIDC.
(5) Linkage between assembly and supporting industries will be established.

(6) Trained C/P will remain at MIDC.

There has been no persuasive evidence showing establishment of “linkage between assembly
and' supporting industries”. Indeed, the Indonesian Team commented that the lack of the
linkage is a serious problem small and medium foundries currently face. Thus, it has to be
concluded that the fifth important assumption was not met. On the other hand, all other
important assumptions were more or less met in the progress of the Project.

s 4
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5. Five Criteria Evaluation
5-1 Relevance
5-1-1 Consistency with the Overall Development Policy of Indonesia

Since the mid-1990s, the Indonesian government has laid a strategic emphasis on the
supporting industries. In particular, the ministry of trade and industries prepared Industrial
Revitalization Plan that discusses the significance of the supporting industries.

Since the foundry industry is one of the supporting industries, the development of casting
technologies is consistent with the policies of the Indonesian government.

5-1-2 Relevance of Implementing Body

Tt was appropriate to select MIDC as the implementing bedy of the Project. The mission of
MIDC is to promote small and medium enterprises (hereinafter referred to as “SMEs”). The
recent change of its supervising authority from BPPIP to IDKM could be regarded as a factor
enhancing the relevance.

5-1-3 Relevance of the Target Group

At the planning stage of the Project®, the target groups of the Project was expanded so that
they include manufacturers of components of agricultural machinery etc. as well as
automobile. The Teams conclude that this decision was appropriate for the following reasons.

(1) The Crisis inflicted severe damage on the Indonesian automobile industry.

(2) The scope of industrial development policies expanded into the agro-industry.

(3) In consideration of its technological level at the time, MIDC should put priority on
building up basic technological capability.

5.1-4 Consistency with the Overall Aid Policy of Japan

In the first place, a development study conducted by JICA in 1997 emphasized the importance
of the supporting industries and proposed nnplementatwn of this Project. Later, JICA has
implemented a comprehensive SME promotion program in accordance with Policy
Recommendation for SME Promotion in The Republic of Indonesia (hereinafter referred to as
the ‘Urata Report’). As the Urata Report emphasizes the’ 1mportance of stlengthemng the
supporting industry, it could be said that the relevance of the Project was enhanced. Moreover,
the Japanese metal casting industry is internationally competitive and it thus has precious
resources to provide assistance for developing countries. The overall aid policy of Japan is
also consistent with the Project.

§ Report of the short-term study conducted by JICA in October 1998 %‘
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5-1-5 Relevance of Project Design

The following two questions could be raised as to the relevance of the project design:

(1) Were the Overall Goal and its verifiable indicators and means of verification appropriately
determined? :

(2) Was the important assumption for ensuring the achievement of the Overall Goal, “Linkage
between assembly and supporting industries will be established”™ appropriate?

As to the first question, it has to be admitted that the verifiable indicators and means of
verification are rather ambiguous. Given the Overall Goal, in order to ensure sound
monitoring and evaluation of the Project, verifiable indicators should have been determined
more clearly For example, such indicators as “the volume of casting products delivered to
assemblers will increase by X%”, “Y foundries will successfully deliver their products to
assemblers with the help of MIDC’s technical services”™ ot “Local contents of selected
assemblers in terms of casting components will increase by Z%" should have been worked out.
Tt is impossible to measure the achievement level of the Overall Goal without this kind of clear
indicators. Iri addition, ambiguous indicators caused different interpretation of the Overall
Goal among stakeholders.

It is understandable that, taking economic turmoil after the Crisis into account, the Project was
started with the consensus that the indicators and means of verification should be clarified in
the course of implementation However, the relevance of the project design might have been
more sound if the formulation of such indicators and means of verification was internalized in
the PDM as activities for enhancing the “project operation unit” (as stipulated in Output 0),
which then should have the function to monitor the achievement level of the Overall Goal,

Given that such internalization was not considered, it is also regrettable that the agreement
between both the Indonesian and Japanese sides could not be fully observed; although it has to
be admitted that the Indonesia government has not fully recovered its function of providing
industrial statistics as of yet, if the verifiable indicators and means of verification had been
realistically determined paying attention to the actual progress of the Project, the relevance of
the project design could have been significantly restored.”

With regard to the second question stated above, the important assumption seems to be
inappropriate for two reasons. First, as the lack of linkage between assemblers and supporting
industries is a serious problem even to date, the prospect of meeting this assumption cannot
have been high at the planning stage. Second, in the general sense of the term, “linkage™
between assemblers and supporting industries should mean active commercial transactions
between the two parties. If that is the case, this important assumption and the Overall Goal
seem to be almost tautology. On the other hand, if the “linkage™ implied some different
relationship between assemblers and supporting industry (e.g. some kind of institutional

® The JCC meetings, which were not frequently held, could have been an appropriate occasion to reconsider the project
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framework), such implication should be explicitly recorded in the PDM 10
5-2 Effectiveness
5-2-1 Achievement of the Project Purpose

The Project Purpose has been achieved to a fair degree Technical services for small and
medium scale foundry industries extended by MIDC have been improved.

This observation could be supported by the achievements stated in Chapter 3. Average
satisfaction ratio of the participants for the training courses and seminars has maintained the
preferable level. The increasing trend of income received through technical services has served
to confirm that more clients expect to receive such services from MIDC. The quality of MIDC
products has increased because of falling defect ratio. '

5.2-2 Contribution of the Outputs to the Achievement of the Project Purpose
Six outputs have directly contributed to the achievement of the Project Purpose.

(1) Output 0
In general, project management of the casting department has been successfully enhanced. It is
expected that organizational restructuring, which is now in progress will serve to further

strengthen the foundry activities.

(2) Oufput 1

Most of the equipment provided by JICA for the foundry activities was operated and
maintained properly under a fairly appropriate maintenance system, which has provided a
sound basis for technology transfer.

(3) Output 2

Through the successful technology tiansfer, the C/P acquired technical capability necessary for
improving the quality of various technical services for small and medium- foundries. This
observation could be supported by the achievements referred to in Chapter 3.

(a) The observed increase in average monthly production volume and decrease in defect
ratio are regarded as the overall evidence of_improved technical capabilities;

(b) Successful production of the target castings (above all Level Five castings) implies
that, in terms of pure casting production technologies (that is, if such factors as

' Another thing that should be considered is that the Overall Goal is “Small and medium scale foundry industries will be able
to provide domestic assembly industries with casting products to meet their quality”, not “will provide” as scems to be
understood by most stakeholders In a sense, this was a cautious arrangement because it can be interpreted that the Goal is
just expecting technical upgrading of target foundries and not expecting that they actuélly deliver their products to

assemblers, If this is the case, however, the important assumption about linkage would not be necessary.
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efficiency and costs are not considered), the technology transfer has been effectively
conducted;

(c) The Monitoring and Evaluation Sheet for TCP clearly suggests that the technical
levels of the C/P in respective fields have been significantly improved, many of them
estimated to be qualified as a Grade Two technician under the Japanese Skills
Evaluation System.

Various technical services of MIDC have been provided on the basis of upgraded capabilities.
The performance of the three types of technical services specified in PDM is presented
below, !

(4) Output 3

By the beginning of September 2003, MIDC has received 242 orders for trial prototypical
products from various industries including the automobile, textile, electric appliances. Income
through services has increased for these two years. During the project period, delivery time
required for production has shortened due to the falling defect ratio, leading to a higher level
of beneficiaries’ satisfaction.

(5) Output 4

Technical consultancy has been carried out extensively. One of the beneficiary foundries has
provided their products for world-class assemblers According to the survey and interviews
conducted for the service recipients, professional advice by the Project is highly evaluated,
especially for the improvement of product quality. Nevertheless, as was pointed out by the -
beneficiary, it is questionable due to technological and financial limitations whether or not the
C/P themselves manage to deliver extension setvices after the completion of the Project.

21 training courses have been provided. The satisfaction level of the participants has been
generally high and textbooks and manuals were revised to meet the technological trends in the
markets. This serves as evidence that the quality of the service has been improved. Training
courses have been successfully conducted with minimum assistance from the Japanese
experts.

(6) Output 5

In order to disseminate the casting technologies, the Project held seminars six times during the
project petiod These seminars provided participants with technological information and
matket frends They offered the chance to gather in one placé to the stakeholders of the
Indonesian foundry industry. These occasions were particularly precious because currently no
other institutions, such as industrial associations, play the role in promoting the network
among them. Although the satisfaction level of participants has maintained the preferable level,
this high level of satisfaction might be partly atiributed to the fact that Japanese lecturers were
invited to present the latest casting technologies. Thus, it raises concern whether or not the C/P
will be able to organize seminars as attractive as those held during the project period.

1 1t should be noted that some new services such as casting design simulation were developed during the Project period.
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The Project produced publications and video to disseminate the information on casting
technologies. The Casting Technology Handbook prepared by the C/P has been widely used as
a useful reference book not only by the foundries, but also by the users of casting products. It
is observed, however, that the distribution of these publications could have been conducted
more actively in order to publicize MIDC’s activities and enhance its reputation.

5-2-3 Consideration on MIDC’s Production Activities

Regarding the balance of various technical services, although the Teams understand MIDC’s
necessity to receive whatever orders from its customers to generate income and maintain its
reputation from the industry, it was observed that the C/P could have stronger commitment to
undertaking production of castings that require higher technical capability and, by means of
upgraded capability, improving the quality of MIDC’s technical services such as training
COurses.

5-3 Efficiency
5-3-1 Inputs from the Japanese Side

Inputs by the Japanese side were generally appropriate in terms of timing, quantity and quality.
Dispatch of the experts in charge of “inter-fields” issues facilitated the technology transfer.
And it was also efficient that short-term experts in charge of facility maintenance and
extension services were dispatched for the purpose of complementing the activities of
long-term experts. Although the provided equipment was effectively utilized, the specification
of some equipment could have been adjusted to the local settings.

5-3-2 Inputs from the Indonesian Side

Particularly, it should be highly appreciated that MIDC made a great effort to employ two
engineers as new permanent C/P under the zero-growth policy in order to ensure the steady
technology transfer. The allocation of the C/P was geneially appropriate. It would be more
preferable if C/P exclusively in charge of inspections were assigned. On the other hand, some
problems arose regarding water supply which could hinder stable operation of some
equipment. In addition, there have been some delays in disbursing the project budget. This
situation has inhibited stable procurement of spare parts and timely provision of extension

 services.
5-4 Impact

5-4-1 Possibility of Achieving the Overall Goal

In addition to the ambiguity of the verifiable indicators as was pointed out in the subsection of

relevance, the Teams could find no statistics that clearly show the overall performance of the
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foundry industry. This made it extremely difficult to measure the achievement level of the
Overall Goal quantitatively. What the Teams can comment at this time is that, as stated in
Chapter 3, some preferable performance of individual foundries that made use of MIDC’s
technical services has been observed and this could serve as a limited sign of the positive
impact of the Project.

It should be noted that according to JICA’s evaluation practice, the Overall Goal is not
expected to be fully achieved at the time of completion of the Project. As the impact is
supposed to fully emerge several years after the completion of the Project, the achievement
level of the Overall Goal will be intensively examined at the Ex-post evaluation several years
after the completion. It is strongly expected that, by the time of Ex-post evaluation,
appropriate verifiable indicators and means of verification will be worked out so that objective
evaluation in terms of impact can be possible.

5-4-2 Positive Impact

The Teams confirmed that the following unintended positive impacts took place in the process
of project implementation

(1) The Project has offered to beneficiary foundries opportunities of information exchange
between them and of exhibiting materials and consumables related to casting production,
which activated commercial transactions in the foundry industry.

{2) The awareness of beneficiaries towards quality improved. As the Project promoted local
procurement of the equipment, in the course of communication with the local suppliers,

their capacities to meet the requirement of the clients have enhanced and their awareness
towards proper commercial transactions increased.

(3) When several clients placed an order for trial prototypical goods, they were required to
submit specifications and, consequently, their awareness towards quality improved.

5-4-3 Negative Impact

Although the Team looked into the ﬁegative impacts, they ttﬁned out to be nonexistent.

5-3 Sustainability

5-5-1 Institutional Sustainability

(1) Policy Level

While the Project Puipose was consistent with the overall policies of the Indonesian
government from the inception of the Project, the recent change of the supervisory body from

BPPIP to IDKM has, indeed, further strengthened the political position of MIDC to assist
SMEs. The Tapanese Team confirmed strong commitment of IDKM to improving management
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of MIDC, which could be viewed as a favorable factor ensuring institutional sustainability. It
should be pointed out that, in order to meet the expectation placed on it, MIDC needs to exert
strong ownership for exploring its future direction.

(2yMIDC

As was referred to in the previous chapter, the Business Plan was formulated. The progress of
its implementation could affect the institutional sustainability of the project activities. More
specifically, as part of the organizational reform, marketing sections were newly created in
each department and they are responsible for providing technical services. This arrangement is
naturally expected to improve MIDC’s management. The sections are not fully functioning as
of yet, however, there could be some uncertainty in terms of institutional sustainability during
the transition period. Detailed implementation plans of the technical services the casting
department has to offer needs to be worked out without delay to ensure the sustainability.

5-3-2 Financial Sustainability

In fiscal 2003, there has been a major increase in the project budget and, if this trend continues
in the future (which is considerably likely), the financial sustainability would be ensured. Yet,
given that there is a decrease in the project budget afier its completion, such a decrease is
perceived as a serious threat to its financial sustainability It is thus suggested that MIDC
should increase its service budget by g'enerating income on their own, namely, through the
provision of technical services.

5-5-3 Technological Sustainability

Because the support from the Japanese experts is currently playing a significant role in
providing technical services, there is some concern as to the technological sustainability after
the Project is over. This concern is particulatly serious in terms of extension services. Another
factor that could undermine the technological sustainability is the aging issue of the C/P under
the strict zero-growth policy; it is questionable whether or not the technologies transferred by
the Japanese experts would remain in the future once old C/P retire MIDC, However, some
positive factors could also be pointed out. The policy of technology transfer, which encourages
collaboration and teamwork within the production process, has generated sense of solidarity
among the C/P and is expected to contribute a lot to enhancing technological sustainability. In
addition, as the C/P now have strong commitment to improving their technical capabilities on
their own, there is high possibility that technologlcal sustainability will be ensured in the near
futare.
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6. Conclusion

The implementation of the Project was relevant as it has been consistent with the overall
policy of both Indonesian and Japanese sides. At the planning stage, MIDC, whose mission is
to support SMESs in the metalworking sector, was appropriately selected as the implementation
body of the Project and the target group was deliberately expanded to meet the needs of a wide
range of private foundries.

Owing to generally efficient inputs from both sides, the technology transfer to the C/P has
been generally successful and thus MIDC has significantly improved its technical capabilities.
Making good use of the upgraded capabilities, the Project has provided various technical
services, including some new services as well as the three services specified in the PDM. As
the clients of these services show a preferable level of satisfaction, it could be concluded that
the Project Purpose has currently been achieved to a fairly extent. It has to be pointed out that,
however, support from the Japanese experts is more or less required for effective provision of
technical services and that MIDC’s efforts to undertake technical services for private foundries,
rather than production activities, could be further enhanced.

Although it should be appreciated that some preferable examples are emerging that indicate
the improvement of the performance of MIDC’s beneficiary companies, the achievement level
of the Overall Goal cannot be comprehenswely evaluated due to ambiguous verifiable
indicators.

The prospect of sustainability is not necessarily clear as of this final evaluation and close
monitoring will be necessary even afier the Project. The strong commitment of IDKM and
formulation of the Business Plan could be generally viewed as factors ensuring institutional
sustainability. However, strong ownership of MIDC itself for exploring its future direction is
of crucial importance Although there is considerable likelihood that the government will
continue to provide necessary assistance to MIDC, it is absohutely necessary for MIDC to
make maximum efforts to ensure financial sustainability by generating income through
provision of marketable technical services. Absence of the Japanese experts will be naturally a
serious challenge after the Project is over, the sense of solidarity that has taken root in MIDC
and C/P’s strong willingness to further improve their technical level should be encouraging
factors for ensuring technological sustainability and thus maintaining and furthering the
current achievement level of the Project Purpose.
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7. Recommendations

Based upon the foregoing evaluation, the Teams recommend the following to ensure that the
benefits brought about by the Project will be sustained and further enhanced.

7-1 Recommendations to the Indonesian Government
7-1-1 Political and Financial Assistance for MIDC

In the first place, the Indonesian government should provide MIDC with political assistance.
The supervisory body of MIDC changed in 2002 from BPPIP to IDKM that plays a central
role in SME promotion in the country, and MIDC is now a leading organization in terms of the
promotion of the supporting industries. It can be observed that the position of MIDC has been
strengthened politically. _ _

Secondly, when it comes to finance, there is a sharp increase in its budget in Fiscal 2003 and it
seems therefore that MIDC is also in the financially stable position It is desirable that the
government should continuously provide financial assistance for MIDC in the future.

7-1-2 Re-Establishment of Database on the Foundry Industry

Statistical data on the foundry industry (e.g. production volume) seem to have been available
before the Crisis. In recent years, however, the Indonesian economy has gradually 1estored its
stability and vitality.

Since the availability of such statistics are of considerable significance, the Indonesian
government should establish an institutional framework to provide reliable statistics on the
foundry industry. This is partly because statistics are indispensable for the government to
formulate sound industrial policies and partly because multilateral and bilateral donor agencies
tend to rely increasingly on such data that could be used as quantitatively verifiable indicators
in measuring the achievement level of their cooperation projects.

7-2 Recommendations to MIDC
7-2-1 Towards Beneficiary-Oriented Service Provider

The final evalvation study has revealed that there is room for further improvement in
communication between MIDC and stakeholders Good communication enables MIDC to
satisfy clients’ expectations Moreover, the following recommendations are made:

(1) MIDC should remain open to the opinions of related industrial associations such as
APLINDO and HAPLI, related organizations and related institutions such as [TB.

(2) MIDC should establish a monitoting practice By collecting beneficiaries’ voices from the
results of questionnaire swveys of txaining courses and séminars MIDC can satisfy
beneficiaries’ requirements.

(3) Within MIDC, the casting department can explore the possibility of collaborating with
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other departments. After all, such inter-departmental collaboration helps meet
beneficiaries’ demands.

(4) The management should attempt to gain the understanding of the C/P. Such attempts help
maintain C/P’s motivation. It is also important to spread the idea within MIDC that its
mission includes beneficiaries’ satisfaction.

7-2-2 Importance of Database and Documentation

MIDC is expected to play a leading role in the above-mentioned establishing process and is
also required to prepare well-structured financial records in order to present them if necessary,
and thus MIDC should attempt to update the data as part of its daily practices.

In this Project, it is also important for the C/P to record the resulis of extension services in the
form of documents, inheriting the practice that the Japanese experts introduced, so that
everyone else can refer to them as “best practices™ at a later date.

7-2-3 Self-sufficiency of MIDC

The Teams support the idea that MIDC should generate income on their own by providing a
variety of services. In order to address an aging issue, the generated income should be utilized
for ensuring the continuous employment of the C/P who are cuirently hired on a temporary
basis. The generated income should also be spent for ensuring the stable supply of spare parts
and consumables. '

7-2-4 Steady and Gradual Expansion of Technological Expertise

Although MIDC’s eagemness to learn advanced technologies can be understood, the Teams
recommend that, for the time being, MIDC concentrate on further enhancing its expertise in
the field of gray cast iron and ductile iron. Considering the current level of MIDC’s
technological capabilities, technologies of these fields should not be underestimated. It should
~ be remembered that, historically, Japan engaged in acquiring these technologies in the early
stage of industrialization and that Japan applied them to other fields in the following stages.

7-2-5 Technical Recommendations

With regard to I‘espective technical fields, the following could be pointed out as
recommendations for further improvement.

(1) Casting Design

A filing system, or a database, which can store casting designs should be introduced so that
they could be conveniently classified based on their shapes. This arrangement should enable
the C/P to work out following casting designs efficiently and precisely.

(2) Pattern Making
Regarding the subject of “inspection of pattern”, the C/P should achieve the target level of
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Grade Four by the end of the Project by strengthening mutual monitoring for getting rid of
careless errors. In addition, with regard to “mending and storage of patterns”, the ongoing
reform of the workplace for pattern making should be accelerated in order to ensure the
achievement of the target level.

(3) Melting

To ensure the technological capability of this field, a knowledgeable engineer should be
assigned in the section and learn such knowledge as fundamental metallurgy It is also
expected that the skills of the C/P are further improved through accumulating experience in
temperature measuring, pouring, sampling of analytical samples, and so on.

(4) Examinations and Quality Control

In the field of examinations, C/P exclusively in charge of inspections should be assigned and
the custom has to be established where MIDC produces and delivers castings based on the
specifications determined by itself through negotiation with the customers It should be noted
that this could be an effective way of promoting the achievement level of the Overall Goal,;
beneficiaries that came to have higher awareness towards specifications and technical
requirements would have higher possibility of successfully delivering their products to
assembly industries. In terms of quality control, by the end of the Project, the C/P engineer
should be trained to the extent that he can pay attention to quality control of all casting
production processes starting from casting design to moulding, melting and
analysis/_ihspéction/casting evaluation. A

(5)Facility Maintenance
C/Ps’ awareness towards facility maintenance should be further enhanced so that MIDC could
make best use of the efforts extended by the Japanese experts during the cooperation period.

7-2-6 Impi'ovement of Technical Capability through Production of Advanced Castings

MIDC should put a priority on production of castings that require higher level of technological
capability rather than mass-production of simple casting products. Although the latter is a
simple way to generate income, it should be realized that, for MIDC, income generation is the
secondary purpose of production activities. It should be understood that the former type of
production could contribute more to improving C/P’s technological capability and thus
improving the quality of MIDC’s technical services.

7-2-7 Preparation for Ex-Post Evaluation

It is strongly recommended that MIDC should take the initiative for working out appropriate
verifiable indicators through intensive discussion with stakeholders in preparation for the
Ex-post evaluation JICA will conduct several year after the completion of the Project. In this
evaluation, impacts of the Project will be intensively examined. -

Although the overall trend of the performance of the selected 12 beneficiary foundries was
used as a partial indicator for measuring the achievement level of the Overall Goal, the Teams
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do not insist that MIDC continues to use this indicator in the future. This is because,
considering its functions, MIDC is not obliged to continue to piovide services for these 12
foundries. Rather, under the current situation where relevant statistics are not available, it
might be a good idea to collect further examples of the individual foundries that improved
performance as a direct result of making use of MIDC’s technical services. Indeed, this
attempt coincides with what MIDC should do as a beneficiary-oriented service provider for
the purpose of collecting “best practices” to be shared among the foundry industry
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8. Lessons Learned

In line with the evaluation of the Project, the following lessons were diawn for similar
technical cooperation projects in the future,

8-1 Importance of the Planning Stage

[t is advisable in similar projects that, at the planning stage, verifiable indicators need to be
clarified, and it is necessary to confirm the institutional capability of the implementing
organization to prepare documents used as means of verification. In this Project, as verifiable
indicators determined at the planning stage remained ambiguous to date, it is not easy to assess
to what extent the Overall Goal and the Project Purpose have been achieved.

In addition, taking into account the fact that the equipment provision in this Project slightly
lacked efficiency, specifications of the equipment should be determined cautiously paying
attention to the needs of the target group at the planning stage.

8-2 Technology Transfer Emphasizing Independence and Teamwork

Several C/P commented that, in the past Belgian cooperation, experts from the country had
just taught MIDC staff how to operate equipment or machinery. As a result, once the
cooperation was over, the staff could not exactly figure out what to do by themselves. In
addition, engineers successtully acquired technical knowledge are said to have left MIDC.:

On the other hand, the Japanese experts have encouraged the C/P to do with their minimum
assistance. In addition, the concept of Japanese cooperation differs from the Belgian approach
in that technology transfer is considered to include two dimensions; one is the transfer of
technology itself, and the other is that of “manufacturing systems”. The Japanese
manufacturing systems center on teamwoik, through which the sense of solidarity is nurtured.
It seems that the C/P are motivated by such sense, seemingly contributing to the high retention
rate. Thus, it is advised in similar projects that independence of C/P and teamwork among
them play a major role in the process of technology transfer.

8-3 Measures for Enhancing Efficiency of Equipment Provision

Both positive and negative factors were observed in the implementation of this Project; while,
at the planning stage, selection of the equipment was made rather focusing on the limited part
of the whole target group, efficiency of equipment provision was well ensured by promoting
local procurement in the course of implementation. Thus, in similar projects, selection of the
equipment should be made paying enough attention to the local settings of the recipient
country and local procurement should be encouraged where possible, '

8-4 Dispatch of “Inter-fields” Experts

In this Project, technology transfer was facilitated by the fact that “inter-fields” were
appropriately dispatched; i e. long-term experts in charge of the production process as a whole
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complemented the technology transfer of the experts in respective technical fields, the
short-term expert exclusively in charge of extension services contributed a lot to improving
MIDC’s capacities to implement these services. Thus, in similar projects, it should be
recommended that such intentional assignment of “intet-fields” experts should be encouraged
to facilitate technology transfer even though such experts’ expertise lies in individual technical

fields -
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