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Evaluation Summary

I.  Outline of the Project

Country: Project title:

Indonesia Project for Competition Policy (Phase 2)
Issue/Sector: Cooperation scheme:

Fiscal and Financial Sector Technical Cooperation

Division in charge: Total cost (at the time of evaluation):
Fiscal and Financial Sector Management Approximately 189 Million Yen

Division, Industrial Development and Public
Policy Department

Period of (R/D): Partner Country’s Implementing Organization:
Cooperation | October 2009 - September 2013 | Commission for the Supervision of Business
Competition (KPPU)

Supporting Organization in Japan:
Japan Fair Trade Commission

1-1 Background of the Project

The Competition Law was enacted in March 1999 and the Commission for the Supervision of Business
Competition (Komisi Pengawas Persaingan Usaha: KPPU) was established as the enforcement authority
in the following year. However, limitations regarding KPPU’s capacity in terms of the number of staff,
technical know-how and budget have prevented the KPPU from implementing the Law and competition
policy in a more strategic and effective way.

As the Indonesian economy continues to grow, the importance of a fair competitive market has also
increased for the medium-term and long-term success of the Indonesian economy. For this purpose, the
KPPU is expected to perform its functions and duties to the full.

JICA conducted a “Competition Policy Project (Phase 1)” from July 2004 to July 2007 in order to
enhance KPPU’s policy planning and its investigation policy. However, KPPU still faced challenges and
the need to continue cooperation with JICA was recognized. Under these circumstances, Phase 2 of the
project was launched in October 20009.

1-2  Project Overview
(1) Overall Goal
Fair competition is promoted in the market of Indonesia.

(2) Project Purpose
The operational framework of KPPU is improved for effective enforcement of competition policy.

(3) Outputs
1. Draft amendment of Competition Law is reviewed and drafts of necessary guidelines are made.
2. The function of investigation of KPPU is enhanced.
3. The knowledge regarding competition policy is promoted and disseminated among governments,
enterprises, consumers, academics and judges.




(4) Inputs (at the time of evaluation)

Japanese side:
Dispatch of Experts 1 long-term expert, 3 short-term experts, 1 project coordinator
Short-term Trainings in Japan 11 participants at 1% training, 10 participants at 2" training, 11

participants at 3" training

Long-term Trainings in Japan 2 people at Nagoya Univ. (Comparative Law and International

Cooperation Studies)

Equipment PCs, Printers, Conference systems, Projectors etc.

(RP. 128 million)

Indonesian Side:
Counterpart Project Director, Project Manager, Technical counterpart
Facilities Office space

I1. Evaluation Team

Members of | Mission leader:
Evaluation Mr. Hiroyuki Abe, Director, Fiscal and Financial Sector Management Division,

Team

Industrial Development and Public Policy Department, JICA

Cooperation Planning:
Mr. Tomoyuki Sho, Special Advisor, Fiscal and Financial Sector Management
Division, Industrial Development and Public Policy Department, JICA

Evaluation Analysis:
Mr. Hideyuki Takagi, Senior Consultant, Ernst & Young Advisory

Period of June 19, 2011 - July 2, 2011 Type of Evaluation :
Evaluation Mid-term Review

I11. Results of Evaluation

3-1 Achievements

(1) Achievement of Outputs

[Output 1: Draft amendment of Competition Law is reviewed and drafts of necessary guidelines are
made. ]

Output 1 is prospected to be achieved except for the part related to the draft amendment of the
Competition Law since the draft amendment of the Competition Law has already been finalized but not
been disclosed to the project team, and the planned activity to review the draft has been confirmed as
unnecessary.

Activities related to the guidelines for the Competition Law have been implemented as scheduled.
Comments on a draft of the guidelines have contributed to the KPPU’s preparation of the guidelines. The
list below indicates the major progress of the activities:

1) Comments on the drafts of the guidelines

Comments on the draft of the guideline on price discrimination

Comments on the draft of the guideline on predatory pricing

Comments on the draft of the guideline on cartels

Comments on the draft of the guideline on the abuse of a dominant position

Comments on the Commission Regulation No.13 of 2010 concerning the guideline on M&A




e Comments on the draft of the guideline on discriminatory practices

[Output 2: The function of investigation of KPPU is enhanced. ]

Output 2 is prospected to be achieved, mainly through training courses and research activities.
Activities regarding “analyzing the present situation of investigation activities” have not been
implemented yet due to the confidentiality of the actual investigation cases. Activities for “preparing
manuals for investigators” have not been implemented yet due to KPPU’s insufficient human resources.
Under the circumstances, these two planned activities are subject to reconsideration. The list below
indicates the major progress of the activities:

1) Training course in Indonesia
e Basic training on Competition Law and Policy for the KPPU staff

2) Training courses in Japan

Training in Japanese Competition Law and Policy

Training in market and policy research in the area of Competition Law

Training in Japanese Competition Law and Policy

Long-term training at Nagoya University (Comparative law / International cooperation studies)

3) Seminars, workshops, etc.

e Workshop on Japanese investigation activities

e Workshop on Japanese M&A regulations

e Workshop on Japanese regulation of a superior bargaining position

e Workshop on a superior bargaining position and vertical integration

¢ Dialogue with professors on the leniency program and the use of economic theory in law
enforcement

e Seminar on estimating the impact of competition on consumer welfare

e Discussion on CPRC and the qualitative analysis of the economic effect of competition policy

e JICA Monthly Sessions starting from January 2011

o Dispatch of the Head of the Investigation Bureau and Head of the Advocacy Division to the
International Competition Network (ICN) Cartel Workshop held in Yokohama, Japan, in Oct. 2010

4) Research

e Research on estimating the impact of competition among text message services on consumer
welfare with the University of Indonesia

[ Output 3: The knowledge regarding competition policy is promoted and disseminated among
governments, enterprises, consumers, academics and judges. ]

Output 3 has not been implemented as planned in the Project. In terms of advocacy activities, KPPU
conducts a series of workshops and seminars on its own initiative. The Project has been conducted
focusing more on the human resources development regarding advocacy activities. Under the
circumstances, the planned activities are subject to reconsideration. The list below indicates the major
progress of the activities:

1) Training courses in Indonesia
e Public relations training for the KPPU staff




2) Seminars, publications, etc.
e Supporting the 10" anniversary event of the KPPU “Indonesian Conference on Competition Law
and Policy”
e Workshop on a superior bargaining position and vertical integration
e Printing of the law and guidelines of the KPPU in English “New Policy, Young Agency and Great
Benefit to the People”
e Seminar on estimating the impact of competition with regard to consumer welfare

3-2 Summary of Evaluation Results
(1) Relevance

The Project has been highly relevant with regard to the national policy of Indonesia and Japan’s ODA
policy, and has been conducted to meet the needs of the KPPU while dealing with the adverse factors
described in “2-2 Project Achievements”.

The Indonesian government continuously promotes fair competition, thus the expectations of and
needs for the KPPU as an enforcement authority have been maintained. The Indonesian National
Medium-term Development Plan emphasizes the enhancement of legal certainty for the improvement of
the investment climate. For example, “Supporting a climate conducive to business in order that economic
activities can proceed securely and efficiently” is stated as one of the targets for law enforcement for the
period 2010 — 2014. The Project has been conducted to achieve KPPU’s primary objective “improving its
enforcement of competition policy” through various capacity training activities.

The Project is consistent with the priorities of the current Japan’s country assistance program for
Indonesia (2004): for both “economic growth led by the private sector” and “the creation of a democratic
and fair society”.

(2) Effectiveness

As mentioned in the “Achievement of Outputs”, the outcome of the planned effects of the Project has
been moderate. There have been positive effects with respect to policy recommendations and human
resources development. And this progress of the Outputs has contributed to the achievements of indicators
of the project purpose “No. of competition policy recommendation with publication” and “The trend of
position, structure, budget and No. of skilled staff of related competition policy of KPPU”.

B Output 1 “Draft amendment of Competition Law is reviewed and drafts of necessary guidelines are
made.”

The KPPU has made improvements in terms of quality in the last two years. For example, the KPPU
started to officially announce many new guidelines from 2009. According to an interview survey,
announcements of more than 10 new guidelines have made since 2009. Comments on the draft of the
guidelines prepared under this Project contributed to the improvements made by the KPPU. In addition,
the input from visits to the Japan Fair Trade Commission (JFTC) and the Ministry of Internal Affairs and
Communications contributed to the preparation of a proposal for convergence of the regulations for three
communication businesses (data communications, telecommunications and broadcasting). The proposal
was submitted to the President and is how under examination.

However, activity 1-1 “Reviewing and suggesting revisions to the draft amendment of the
Commercial Law” has not been carried out so far, since the draft amendment of the Competition Law
has already been finalized.




B Output 2 “The function of investigation of KPPU is enhanced.”

Training, seminars and workshops carried out in this Project have been indispensable for the human
resource development of KPPU, in terms of the meaningful content of these program, particularly given
limited training budget of KPPU. KPPU now takes this Project into consideration in its preparation of
the annual training schedule. For example, many stakeholders participated in the “seminar on estimating
the impact of competition on consumer welfare”, and discussions held in the seminar contributed to
KPPU developing its own analytical capabilities and methodologies. Experience from JICA Monthly
Sessions has been very well absorbed. For example, participants from investigation bureaus can learn
about instances of JFTC cases, which serve as a reference in their investigation practices. In addition, it
was suggested at the interview with the National Public Procurement Agency (LKPP) that not only
investigation techniques, but also capacity regarding conducting hearings and writing the minutes of
hearings also needed to be improved. The Project plans to cover this side of capacity building as well.
For example, workshops on the practice of hearings procedures are scheduled for September 2011.

On the other hand, activity 2-2 “preparation of manuals for investigators” has not yet been conducted,
for the reasons described in “2-2 Project Achievements”. In order for this activity to be carried out as a
priority in this Project, the initiative and positive inputs from KPPU are essential.

B OQutput 3 “The knowledge regarding competition policy is promoted and disseminated among
governments, enterprises, consumers, academics and judges.”
Advocacy activities have not yet been achieved exactly as planned in the Project, since KPPU
conducts a series of workshops and seminars on its own initiative with the available resources.

(3) Efficiency

As listed in “2. Progress and Achievements of the Project”, inputs of the Project have been flexibly
utilized to ensure the progress of the project. The efficiency of this project is fairly high.

The dispatched experts consist of a long-term expert in competition policy, three short-term experts in
specific topics (abuse of a superior bargaining position, vertical integration and economic analysis) and a
project coordinator. The knowledge and experience of the dispatched experts are highly evaluated by the
Indonesian counterparts. The long-term expert has contributed mainly to the preparation of guidelines
(Output 1) and capacity development through training, seminars and workshops (Output 2). The
short-term experts complemented the project activities in specific areas.

Counterpart training courses in Japan were conducted three times: the number of participants was 11
persons at the first training for “Competition Law and Policy”, 10 persons at the second training for
“Market and Policy Research in the area of Competition Law” and 11 persons at the third training for
“Competition Law and Policy”. In addition, 2 persons have been in long-term training at Nagoya
University; one on “Comparative Law” and the other on “International Cooperation Studies”. These inputs
have contributed to facilitating project activities.

Among the electronic devices procured in this Project, PCs and printers have been utilized especially
for investigations, and conference systems have been installed in public hearing rooms for the hearing
procedures. The utilization of these devices is also good for capacity building of the KPPU. However,
some of the procured devices such as projectors have not yet been installed.

Technical counterparts have been appropriately assigned in the Project.




(4) Impact

Based on the progress of the Project, fair competition in the market of Indonesia is expected to be
realized over the long term. However, if there are possible adverse effects, the Government of Indonesia
may have to deal with them carefully.

(5) Sustainability

As mentioned in “Relevance”, the Indonesian government continuously promotes fair competition.
Because of this government policy, the budget for the KPPU has been secured. Annual budget of the
KPPU is expected to increase in the future. The approximate annual budget of the KPPU is RP 181 billion
in 2011, which includes costs for the acquisition of office buildings.

However, an adverse factor for the smooth implementation of this project has to be taken into
consideration, i.e., the potential resignation of trained counterparts in the future might detract from the
developed capacity of the KPPU.

3-3 Factors that promoted realization of effects
(1) Factors concerning to Planning

Planning of the Project such as the dispatch of the long-term and short-term experts from the JFTC and
the lecturers from universities, and conducting the counterpart training courses in Japan, etc., led to the
achievement of the Outputs.

(2) Factors concerning to the Implementation Process

In the Project, training courses in Indonesia and Japan, seminars and workshops have been carried out
many times, and visits to the JFTC and the Ministry of Internal Affairs and Communications were
conducted during the counterpart training courses in Japan. There were great contributions for the KPPU
staff to improve their capacity, especially on policy recommendations and investigation.

3-4 Factors that impeded realization of effects
(1) Factors concerning to Planning

In 2010, there was a change in the KPPU’s organizational structure and the number of departments was
increased. It is considered that implementation of the Project was affected by this organizational change
since the KPPU staff involved in the Project became busy conducting their normal operations.

(2) Factors concerning the Implementation Process

It is considered that ownership to the Project from the Indonesian side counterparts have been high, but
there have been issues in terms of project management such as securing a sufficient number of the staff for
preparing manuals for investigators and distinguishing activities to be conducted in the Project or KPPU’s
own initiative. As mentioned in 3-1 Achievement of the Outputs, not all the planned activities have been
progressed due to the issue of confidentiality of the actual investigation cases and insufficient human
resources in the preparation of investigation manuals regarding Output 2, and since KPPU is conducting a
series of advocacy activities on its own initiative regarding Output 3. Therefore, the original PDM and PO
are subject to reconsideration, so that the project design accords with the actual project implementation.

3-5 Conclusion
It can be concluded that Output 1 has been partially achieved, Output 2 is on track, and Output 3 has not
been achieved so far. Therefore, according to the evaluation, the PDM and PO had better be reconsidered.




3-6 Matters Discussed
(1) Revision of the PDM and PO

The Team and the KPPU agreed to revise the original PDM and PO formulated in July 2009. The
proposed revisions were made based on the latest progress of the project activities and prospects for the
achievement of the project outputs. The Project will be implemented along with the revised PDM and PO
in the remaining period of the Project.

1) Project Purpose and Overall Goal

Throughout the mid-term review, the Team confirmed the effects of the Project, especially in terms of
the capacity building of the KPPU staff. On the other hand, some of the planned activities have not
progressed due to the factors mentioned at “2-2 Project Achievements”. From the viewpoint that the
project design must accord with the actual project implementation, both the project purpose and overall
goal need to accord with these effects of the Project.

As for the project purpose, it is observed that implementation of the Project is contributing to
improvement of the capacity of the KPPU’s enforcement and policy recommendation activities rather than
directly to its operational framework. Therefore, the project purpose should be redefined as “The
effectiveness of the KPPU’s enforcement activity and policy recommendation is improved”.

“The operational framework of the KPPU is improved”, which is stipulated in the project purpose of
the original PDM, is redefined as the overall goal in the new one, since the KPPU’s operational
framework can be improved only after the accomplishment of the new project purpose. More specifically,
in the original PDM, fair market competition was expected to be promoted in the long run through the
improvement of KPPU’s operational framework. After the reconsideration of the PDM, however, it is now
stipulated that the effectiveness of KPPU’s enforcement and policy recommendation to be accomplished
first, which in turn to contribute to the improvement of KPPU’s operational framework. For clarification,
the operational framework in the original PDM indicated the strengthening of the organization per se,
whereas the operational framework in the revised PDM suggests a broader goal, which could be achieved
only after external factors (such as public support, political independence, and cooperation with other
authorities) are also met.

2) Outputs

Output 1:

» From the original output, “Draft amendment of Competition Law is reviewed” is deleted because
the draft amendment of Competition Law has already been finalized.

» The rest of the original output “Drafts of necessary guidelines are made” remains as Output 1.

Output 2:

» The original output of “The function of investigation of KPPU is enhanced” is revised to “The
function of investigation and policy recommendation of KPPU is enhanced”.

» The reason for this revision is that the enhancement of policy recommendations is considered
necessary for the development of the KPPU’s capacity in order to facilitate fair market competition
in each sector.

Output 3:

> The original Output 3 is deleted because substantial activities for advocacy have not been
conducted and are not planned within the Project. The Project supports the KPPU’s advocacy
activities that are conducted on its own initiative and, simultaneously, the Project focuses more on
human resources development through training courses, etc. based on Output 2.




3) Activities

» The original activity 1-1 is deleted since the draft amendment of the Competition Law has already
been finalized.

» A part of the original activity 1-2 “Provide information and advice for making new drafts of
guidelines based on the requests from KPPU” is redefined as the new activity 1-1.

» A part of the original activity 1-2 “Provide advice and comments on available drafts of guidelines”
was redefined as the new activity 1-2.

» The original activity 2-1 is deleted due to the confidentiality of the actual investigation cases.

» The original activity 2-2 is restated as “Provide support for the development of manuals for
investigators based on requests from the KPPU” as the new activity 2-1.

» An activity “Improve the KPPU’s investigation capacity and policy recommendation through
training, seminars, etc., in Japan and Indonesia, including advice for present situation of
investigation activities” is added as new activity 2-2, in order to clearly define the activities that
have been conducted in the Project. Some information on the Japanese Competition Law has been
provided to support policy recommendations:

o Translation of the Japanese laws and regulations regarding a superior bargaining position
¢ Introduction of the development of Competition Law in Japan via “JFTC NEWS”

» The original activity 2-3 is restated as “Implement market surveys and policy research to find out
the issues in relation to competition” to integrate with the original activity 3-4, because Output 2 is
restated to cover the capacity for making policy recommendations.

» The original activity 2-4 “Build a human resource development system” is restated as to “Provide
assistance for the KPPU’s human resources development system”.

» An activity “Provide assistance for the KPPU’s advocacy activities” is added as the new activity
2-5 accompanied by the deletion of the original activities 3-1 to 3-3.

» The original activities 3-1 to 3-3 are deleted as described above. These activities are redefined so
that the Project supports the KPPU’s advocacy activities that are conducted on its own initiative as
a part of Output 2 and the new activity 2-5.

» The original activity 3-4 is integrated into the new activity 2-3 because Output 2 is restated to cover
the capacity for making policy recommendations.

4) Indicators
Necessary revisions to the indicators of the original PDM have been made in accordance with the
revisions made to the overall goal, project purpose and outputs as shown below.

Overall Goal
Indicators: 1. Percentage of accepted recommendations for competition policy
2. Percentage of affirmed decisions

Project Purpose
Indicators: 1. Number of officially announced competition policy recommendations

2. Number of significant cases
3. Number of objected decisions
4. Amount of paid fines

Outputs
Indicators:  1-1 Number of drafts of guidelines to which the expert provided advice




2-1 Number of training courses, seminars and workshops conducted in Indonesia

2-2 Number of training courses conducted in Japan

2-3 Number of participants in and their satisfaction from training courses, seminars and
workshops

2-4 Number of market survey and policy research

2-5 Number of curriculum/syllabus to which the expert provided advice

2-6 Number of supported advocacy activities

5) PO
Necessary revisions were also made to the PO in accordance with the revisions made to the PDM.

(2) Recommendations
1) Manuals for investigators

Although the Project’s activities related to the investigation manuals have not progressed, it was
reconfirmed that the KPPU places a high priority on the preparation of the manuals. Since the preparation
of the drafts of the detailed investigation manuals by the KPPU is indispensable, it is expected that the
KPPU will continue its efforts regarding this requirement and the drafts of the manuals will be shared with
the JICA experts as soon as possible. In addition, the KPPU’s prompt response to proposals made by the
JICA experts is highly appreciated as these give suggestions on the items and the working schedule for the
investigation manuals.

2) Cooperation with the Human Resources (HR) Training and Development Division

There has been a request from the HR training and development division for further cooperation with
the Project. It is expected that meetings will take place regularly (every two months, etc.) to share the
training curriculums, which would further facilitate the project activities regarding the HR development
system.

The HR training and development division recognizes that its capacity also needs to be improved, and
expects the Project to provide training regarding the HR training and development system. The dispatch of
an expert in HR development systems is also expected.

Basic training has been provided for the new members of staff this year. It is expected by the HR
development division that the Project will also provide advanced and practical training in the next year.

3) Importance of market and policy research

It is expected that the KPPU will further improve its methodologies and its capacity for market and
policy research, so that its enforcement of the Competition Law becomes more effective.

Market research was successfully conducted on “estimating the impact of competition among text
message services on consumer welfare” in this Project, and further research and analysis activities are
expected.

Policy research for specific sectors is expected as well. It has been pointed out by the KPPU that there
are weaknesses in the regulations for the logistics sector, especially harbors and airports, and the
communications sector.

Experts in these areas are expected, which the Japanese side will take into consideration in the dispatch
of experts.




4) Utilization of the equipment procured in the Project

Although the installed equipment is being utilized in the KPPU’s normal activities, it is highly
appreciated that it is also being utilized during the Project activities for the achievement of the project
purpose.




2. EEFEHM/M

MINUTES OF MEETING
BETWEEN THE JAPANESE MID-TERM REVIEW TEAM AND
THE AUTHORITIES CONCERNED OF THE GOVERNMENT OF
THE REPUBLIC OF INDONESIA
ON JAPANESE TECHNICAL COOPERATION PROJECT FOR
THE PROJECT FOR COMPETITION POLICY (PHASE 2) IN INDONESIA

The Japanese Mid-term Review Team (hereinafter referred to as “the Team”), organized by the
Japan International Cooperation Agency (hereinafter referred to as “JICA™) headed by Mr. Hiroyuki
Abe, visited the Republic of Indonesia from June 26 to July 1 for the purpose of the mid-term
review of the Japanese technical cooperation project for Competition Policy (Phase 2) (hereinafter
referred to as “the Project™).

During its stay in Indonesia, the team reviewed the progress of the Project and had a series of
discussions with the Commission for the Supervision of Business Competition (hereinafter referred
to as “KPPU”) and the authorities concerned with the Project.

As the result of the study and discussions, the Team and KPPU agreed to the matters referred

to in the document attached hereto.

Jakarta, June 28, 2011

. F P

Mr. Hiroyuki Abe Mrs. R. Kurnia Sya’ranie

Leader Acting Secretary General

Mid-term Review Team Commission for the Supervision of Business
Japan International Cooperation Agency Competition

Japan The Republic of Indonesia
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THE ATTACHED DOCUMENT

1. Introduction
1-1 Background of the Project
The Competition Law was enacted in March 1999 and the Commission for the Supervision of Business

Competition (Komisi Pengawas Persaingan Usaha: KPPU) as an enforcement authority was established in
the following year. However, the limitation of KPPU’s capacity in terms of the number of staff, technical
know-how and budget has prevented KPPU from implementing the Law and competition policy in a more
strategic and effective way.

As Indonesian economnty continues to grow, importance of fair competitive market has also increased for
mid and long-term success in Indonesian economy. For this purposes, KPPU is expected to perform its
functions and duties fully,

JICA conducted “Competition Policy Project (Phase 1)” from July 2004 to July 2007 in order to eahance
KPPU’s policy planning and investigation policy. However, there still were challenges KPPU face, and the
necessity to continue the cooperation with JICA was recognized. Under the circumstances, Phase 2 of the
project was launched in October 2009.

1-2 Objective of the Mid-term Review
The objectives of the mid-term review are:
(1) To review the inputs, activities and outputs of the Project in accordance with the five evaluation criteria:
Relevance, Effectiveness, Efficiency, Impact, and Sustainability;
(2) To discuss revisions to the Project Design Matrix (PDM) and Plan of Operation (PO), if necessary, and;
(3) To discuss problems on the project implementation and measures thereto, if any.

- Members of the Joint Evaluation Team
Annex 1

- Schedule of the Study
Annex 2

2. Progress and Achievement of the Project
2-1 Inputs to the Project
Inputs from Japanese side so far are as follows:
1) Experts:
» One long-term expert in competition policy
¢ Three short-term experts in specific topics (abuse of superior bargaining position, vertical integration
and economic analysis)
¢ One project coordinator _
2) Equipment for the implementation of the Project has been procured including PC sets and other electronic
devices, and the total cost was RP 128 million.
3) Training in Japan:
¢ First training in Japan for Competition Law and Policy (11 participants)
¢ Second training in Japan for Market and Policy Research in the area of Competition Law (10
participants)
e Third training in Japan for Competition Law and Policy {11 participants)
» 2 persons have been in a long-term training at Nagoya University for Comparative Law and
International Cooperation Studies, respectively
4) Project expenses for trainings, seminars and workshops, etc.



Inputs from Indonesian side so far are as follows:
1) Allocation of counterpart:
» Project Director
* Project Manager
¢ Technical counterparts
2) Office spaces for Japanese experts have been provided as planned
3) Travel expenses for KPPU staff and other expenses

2-2 Project Achievement
(Achievement of Outputs)

Output 1 *Draft amendment of Competition Law is reviewed and drafts of necessary guidelines are
made” is prospected to be achieved except for the part related to draft amendment of Competition law since
the draft amendment of Competition Law has already been finalized and the planned activity of reviewing
the draft is confirmed not to be necessary.

Activities related to the guidelines of Competition Law have been implemented as scheduled. Comments
on draft of guidelines contribute to KPPU’s preparation of guidelines. Listed below is the major progress of
the activities:

1) Comments on draft of gnidelines
e Comments on the draft of guideline on price discrimination
Comments on the draft of guideline on predatory pricing
Comments on the draft of guideline on cartel
Comments on the draft of guideline on abuse of dominant position
Comments on the Commission Regulation No.13 of 2010 concerning guideline on M&A
Comments on the draft of guideline on discriminatory practices

Output 2 “The function of investigation of KPPU is enhanced” is prospected to be achieved, mainly
through training courses and research activities. Activities of “analyzing the present situation of investigation
activities” has not implemented yet due to the confidentiality of actual investigation cases. Activities of
“preparing manuals for investigators” has not implemented yet due to an issue of insufficient human
resources. Under the circumstances, these two planned activities are subject to reconsideration. Listed below
shows the major progress of the activities:

1) Training course in Indonesia
¢ Basic training on Competition Law and Policy for KPPU staff

2) Training course in Japan
¢ Training on Japanese Competition Law and Policy
o Training on market and policy research in the area of Competition Law
Training on Japanese Competition Law and Policy
» Long-term training in Nagoya Univ. (Comparative law / International cooperation studies)

3) Seminar, workshop ete.
» Workshop on Japanese investigation activities
» Workshop on Japanese M&A regulation
» Workshop on Japanese regulation of superior bargaining position
* Workshop on superior bargaining position and vertical integration
¢ Dialogue with the professors on Leniency program and the use of economic theory in law
enforcement



Seminar on estimating the impact of competition to consumer welfare

Discussion on CPRC and qualitative analysis of economic effect by competition policy
JICA Monthly Session starting from January 2011

Dispatch of Head of Investigation Bureau and Head of Advocacy Division to International
Competition Network (ICN) Cartel Workshop held in Yokohama, Japan in Oet. 2010

4) Research
¢ Research on estimating the impact of competition in text message service to consumer welfare with
Univ. of Indonesia

Output 3 “The knowledge regarding competition policy is promoted and disseminated among
governments, enterprises, consumers, academics and judges” has not been implemented as planned in the
Project. In terms of advocacy activities, KPPU conducts a series of workshops and seminars on its own
initiative. The Project has been conducted focusing more on the human resource development on the
advocacy activities. Under the circumstances, the planned activities are subject to reconsideration. Listed
below shows the major progress of the activities:

1) Training course in Indonesia
s Public relation training for KPPU staff

2) Seminar, publication, etc.
e Supporting the 10™ anniversary event of KPPU “Indonesian Conference on Competition Law and
Policy™
» Workshop on superior bargaining position and vertical integration
e Printing of law and guidelines of KPPU in English “New Policy, Young Agency and Great Benefit
to the People”
» Seminar on estimating the impact on competition to consumer welfare

3. Review based on Five Criteria

~Relevance

A criterion for considering the validity and necessity of a project regarding whether the expected effects of a
project meet with the needs of target beneficiaries; whether a project intervention is appropriate as a
solution for problems concerned; whether the contents of a project arve consistent with policies, etc.

The Project has been highly relevant with the national policy of Indonesia and Japan’s ODA policy, and
has been conducted to meet the needs of KPPU by keeping up with the adverse factors described in “2-2
Project Achievement”.

The Indonesian government continuously promotes fair competition and, therefore expectations and
needs for the KPPU as the enforcement authority are maintained. The Indonesian National Medium-term
Development Plan emphasizes the enhancement of legal certainty for the improvement of investment climate,
For example, “Supporting a conductive business climate in order that economic activities can be proceeded
securely and efficiently” is stated as one of the target on law enforcement for 2010 — 2014. The Project has
been conducted to achieve KPPU’s primary objective “improving its enforcement of competition policy”
through various capacity training activities.

The Project is consistent with the priorities of the current Japan’s country assistance program for
Indonesia (2004): both “the economic growth led by the private sector” and “the creation of a democratic
and fair society”,

~Effectiveness



A criterion for considering whether the implementation of project has benefited (or will benefit) the intended
beneficiaries or the target society.

As mentioned in “Achievement of Outputs” and “Achievement of Project Purpose”, the Project has
produced its planned effects moderately. Particularly, there have been contributions in policy
recommendation and human resource development.

B Output 1 "Draft amendment of Competition Law is reviewed and drafts of necessary guidelines are
made.”

KPPU has been improved in terms of quality in the last 2 years. For example, KPPU started to
officially announce many new guidelines since 2009. According to the interview, announcement of more
than 10 new guidelines has been made since 2009. Comiments on draft of guidelines made in this Project
contributed to this improvement of KPPU. Also, inputs from visits to the Japan Fair Trade Commission
(JFTC) and the Ministry of Internal Affairs and Communications contributed to preparing a proposal for
convergence of the regulations for three communication businesses (data communications,
telecommunication and broadcasting). The proposal was submitted to the President and under
examination now.

However, activity 1-1 “Reviewing and suggesting revision of the draft amendment of Commercial
Law” has not been carried out so far, since the draft amendment of Competition Law has already been
finalized.

B Output 2 “The function of investigation of KPPU is enhanced.”

Trainings, seminars and workshops carried out in this Project have been indispensable for the human
resource development of KPPU, in terms of the meaningfu} content of these program, particularly given
limited training budget of KPPU. KPPU now takes this Project into consideration in its preparation of an
annual training schedule (Refer to Annex § “KPPU’s Training Schedule in 2011”). For example, many
stakeholders participated in the “seminar on estimating the impact on competition to consumer welfare”,
and discussion made at the seminar contributed for KPPU to develop its own analytical capability and
methodology. Experience from JICA Monthly Sessions have been very well absorbed. For example,
participants from investigation bureau can learn about instances of JFTC cases, which serve as a reference
in their investigation practices. In addition, it is suggested at the interview with the National Public
Procurement Agency (LKPP) that not only investigation fechniques, capacity on conducting hearing and
writing the minutes of hearing also needed to be improved. The Project plans to cover this side of
capacity building also, For example, workshop on practice of hearing procedures is scheduled in
September 2011,

On the other hand, activity 2-2 “preparation of manuals for investigators” has not yet conducted, due
to the reasons described in “2-2 Project Achievement”. In order for this activity to be carried out as a
priority in this Project, initiative and positive inputs from KPPU are essential.

B Qutput 3 “The knowledge regarding competition policy is promoted and disseminated among
governments, enterprises, consumers, academics and judges.”
Advocacy activities have not yet achieved exactly as planned in the Project, since KPPU conducts a
series of workshops and seminars on its own initiative and available resources,

-Efficiency
A criterion for considering how economic resource/inputs are converted to results. The main focus is on the

relationship between project cost and effects.

As listed in “2. Progress and Achievement of the Project”, inputs of the Project have been flexibly



utilized for the progress of the project. The efficiency of this project is fairly high.

Dispatched experts consist of an long-term expert in competition policy, three short-term experts in
specific topics (abuse of superior bargaining position, vertical integration and economic analysis) and a
project coordinator, The knowledge and experience of the dispatched experts are highly evaluated by the
Indonesian counterparts. The long-term expert has contributed mainly to the preparation of guidelines
(Output 1) and the capacity development through trainings, seminars and workshops (Output 2), The
short-term experts complemented the project activities in specific areas.

Counterpart trainings in Japan were conducted three times: the number of participants was 11 persons at
the first training for “Competition Law and Policy”, 10 persons at the second training for “Market and Policy
Research in the area of Competition Law™ and 11 persons at the third training for “Competition Law and
Policy”. In addition, 2 persons have been in a long-term training at Nagoya University for “Comparative
Law” and “International Cooperation Studies”, respectively. These inputs have contributed to facilitating
project activities (Refer to Annex 7 “List of Training, Seminar and Workshop as of May 2011%).

Among the electronic devices procured in this Project, PCs and printers have been utilized especially for
investigation, and the conference systems have been installed in public hearing rooms for hearing procedures.
The utilization of these devices is also good for the capacity building of KPPU, However, some of the
procured devices such as projectors have not been installed yet.

Technical counterparts have been appropriately assigned in the Project.

-Impact
A criterion for considering the effects of the project with an eye on the longer term effects including direct or
indirect, positive or negative, intended or unintended.

Based on the progress of the Project, fair competition in the market of Indonesia is expected to be realized
in the long-term period. However, if there are possible adverse effects, the Government of Indonesia may
have to deal with them carefully.

-Sustainability
A criterion for considering whether produced effects continue after the termination of the assistance.

As mentioned in “Relevance”, the Indonesian government continuously promotes fair competition.
Because of this government policy, budget for KPPU has been secured. Approximate annual budget of
KPPU is RP 181 billion in 2011, and the amount is expected to be increasing in the future.

However, toward the achievement of the project purpose, an adverse factor for smooth implementation of
this project has to be taken into consideration, i.e., potential resignation of trained counterparts in the future
might drain the developed capacity away from KPPU,

4. Conclusion
It can be concluded that output 1 has partially been achieved, output 2 has been on track, and output 3 has
not been achieved so far. Therefore, according to the evaluation, PDM and PO are better to be reconsidered.

5. Matters Discussed
5-1 Revision of the PDM and PO

The Team and KPPU agreed to revise the original PDM formulated in July 2009, The proposed revisions
were made based on the latest progress of the project activities and prospect of the achievement of the
project outputs, The Project shall be implemented along with the revised PDM in the remaining period of the
Project,



The original PDM is shown in Annex 3 and the revised PDM is shown in Annex 4, and the original PO is
shown in Annex 3 and the revised PO is shown in Annex 6. The revisions of PDM and PO are described as
follows;

(1) Project Purpose and Overall Goal

Throughout the mid-term review, the Team confirmed effects of the Project, especially in the
capacity building of KPPU staff. On the other hand, a part of the planned activities have not been in
progress due to the factors mentioned at “2-2 Project Achievement”. From the viewpoint that the project
design must accord with the actual project implementation, both overall goal and project purpose are
needed to accord with these effects of the Project.

As for project purpose, it is observed that implementation of the Project contributes to improve the
capacity of KPPU’s enforcement and policy recommendation activities rather than directly to its
operational framework. Therefore, the project purpose should be redefined as “The effectiveness of
KPPU’s enforcement activity and policy recommendation is improved”.

“The operational framework of KPPU is improved”, which is stipulated in the project purpose of the
original PDM, is redefined as overall goal in the new one, because KPPU’s operational framework can
be improved only after the accomplishment of new project purpose.

(2) Outputs
Output 1; ,
> From the original output, “Draft amendment of Competition Law is reviewed” is deleted because the
draft amendment of Competition Law has already been finalized.
> The rest of the original output “Drafts of necessary guidelines are made” remains as output 1.

Output 2:

> Original output of “The function of investigation of KPPU is enhanced” is revised to “The function
of investigation and policy recommendation of KPPU is enhanced”,

> The reason of this revision is that enhancement of policy recommendation is considered necessary
for KPPU’s capacity in order to facilitate fair market competition in each sector.

Output 3:

> The original output 3 is deleted because substantial activities for advocacy have not been conducted
and will not be planned within the Project. The Project supports the KPPU’s advocacy activities that
are conducted on its own initiative and, simultaneously the Project focuses inore on human resource
development through training courses etc. based on the output 2.

(3) Activities

> The original activity 1-1 is deleted since the draft amendment of Competition Law has already been
finalized,

> A part of the original activity 1-2 “Provide information and advice for making new drafts of
guidelines based on the requests from KPPU” is redefined as the new activity 1-1.

» A part of the original activity 1-2 “Provide advice and comments on available drafts of guidelines”
was redefined as the new activity 1-2.

» The original activity 2-1 is deleted due to the confidentiality of actual investigation cases.

> The original activity 2-2 is restated as “Provide support for development of manuals for investigators
based on the requests from KPPU™ as the new activity 2-1.

> An activity “Improve KPPU’s investigation capacity and policy recommendation through trainings,
seminars etc. in Japan and Indonesia, including advice for present situation of investigation cases” is



added as new activity 2-2, in order to clearly define the activities which have been conducted in the
Project. Several information on Japanese Competition Law has been provided to support policy
recommendation:

s Translation of Japanese laws and regulations regarding superior bargaining position

o Introducing the development of Competition Law in Japan via “JFTC NEWS”

- > The original activity 2-3 is restated as “Implement the market survey and policy research to find out
the issues in competition™ to integrate with the original activity 3-4, because the output 2 is restated
to cover capacity of policy recommendation,

» The original activity 2-4 “Build a human resource development system” is restated to “Provide
assistance for KPPU’s human resource development system”,

> An activity “Provide assistance for KPPU’s advocacy activities” is added as new activity 2-5
accompanied with the deletion of original activities 3-1 to 3-3.

> The original activities 3-1 to 3-3 are deleted as described above. These activities are redefined as
“Provide assistance for KPPU’s advocacy activities”, so that the Project supports the KPPU’s
advocacy activities that are conducted on its own initiative, as a part of output 2 and the new activity
2-5.

» The original activity 3-4 is integrated into the new activity 2-3, because the output 2 is restated to
cover capacity of policy recommendation.

(4) Indicators
Indicators on the original PDM are made necessary revisions in accordance with the revisions made
to overall goal, project purpose and outputs as shown below.

Overall Goal
Indicators: 1. Percentage of accepted recommendations for competition policy
2. Percentage of affirmed decisions

Project Purpose
Indicators: 1. Number of officially announced competition policy recommendation

2. Number of significant cases
3. Number of objected decisions
4. Amount of paid fines

Cutpuis
Indicators: 1-1 Number of drafts of guidelines to which the expert provided advice

2-1 Number of training courses, seminars and workshops conducted in Indonesia

2-2 Number of training courses conducted in Japan

2-3 Number of participants in and their satisfaction from training courses, seminars and
workshops

2-4 Number of market survey and policy research

2-5 Number of curriculum/syliabus to which the expert provided advice

2-6 Number of supported advocacy activities

(5) PO
PO are also made necessary revisions in accordance with the revisions made to PDM.

5-2 Recommendations
1) Manuals for investigators
Although the Project’s activities related the investigation manuals have not been in progress, it was
reconfirmed that KPPU put a high priority on preparation of the manuals. Since preparation of the draft



2)

3)

4)

of detailed investigation manuals by KPPU is indispensable, it is expected that KPPU keep its effort for
this duty and draft of manuals is shared with the JICA expert as soon as possible. Also, KPPU’s prompt
reply to the proposal made by JICA expert is highly appreciated, which states suggestions for the items
and working schedule of the investigation manuals,

Cooperation with the human resource (HR) development division

There is a request from the HR development division for further cooperation with the Project. It is
expected that meetings are placed regularly (every two months, efc) to share the training curriculum,
which would further facilitate the project activities regarding HR development system.

The HR development division recognizes that its capacity also need to be improved, and expects to
the Project for providing training regarding HR development system. Dispatch of an expert in HR
development system is also expected.

Basic trainings are fulfilled for the new members of the staff this year. It is expected by the HR
development division that the Project also provides advanced and practical trainings in the next year.

Importance of market and policy research

It is expected that KPPU further improve its methodology and capacity of market and policy
research, so that its enforcement of the Competition Law becomes more effective.

Market research was successfully conducted on “estimating the impact of competition in text
message service to consumer welfare” in this Project, and further rescarch and analysis activities are
expected.

Policy research for specific sectors are expected as well. It is pointed out by KPPU that there are
weakness in regulations for the logistics sector especially harbor and airport, and communication sector.

Experts for these areas mentioned above are expected, which Japanese side takes into consideration
these dispatches.

Utilization of the equipment procured in the Project
Although installed equipments are utilized in KPPUs ordinary activities, it is highly appreciated that
they are utilized during the Project activities toward its achievement of the project purpose.



Annex I Members of the Joint Evaluation Team

Japanese Side
Name Position
Mr, Hiroyuki Abe - |Mission leader, Director, Fiscal and Financial Sector Management

Division, Public Policy Department, JICA

Mr. Tomoyuki Sho

Cooperation Planning, Special Advisor, Fiscal and Financial
Sector Management Division, Public Policy Department, JICA

Mr. Hideyuki Takagi

Evaluation Analysis, Consultant
Ernst & Young Advisory Co., Ltd.

Indonesian Side

Name

Position

Mrs. R. Kurnia Sya’ranie

Acting Secretary General
Commission for the Supervision of Business Competition

Mr. Ahmad Junaidi

Head of Policy Burean
Commission for the Supervision of Business Competition

Mr. Taufik Ariyanto

Head of Reserach Bureau
Commission for the Supervision of Business Competition

Mr, Mohammad Reza

Head of Investigation Bureau
Commission for the Supervision of Business Competition

Mr. Deswin Nur

Head of Foreign Coperation Division, PR and Legal Bureau
Commission for the Supervision of Business Competition

Mr. Arnold Sihombing

Head of Legal Division, PR and Legal Bureau
Commission for the Supervision of Business Competition

Ms. Retno Suprihandayani

Acting Head of Education and Training Division, Administrative
Bureau, Commission for the Supervision of Business Competition

Mr. Berla Wahyu Pratama

Investigator, Investigation Bureau
Commission for the Supervision of Business Competition
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Annex 2 Schedule of the Study

No | Date Day Consultant JICA Officers
1 |Junel19| Sun. | Arrival to Jakarta
09:00 Meeting at JICA.
11:00 Meeting at KPPU
June 20 | Mon,
2 | June % 1 14:00 Data collection, discussion with
counterpacts
10:00 Data collection, discussion with
3 |June2l | Tue. counterparts
14:00 Visit to ASEAN
4 |[June22 | Wed. | 11:00 Visitto Univ. of Indonesia
09:00 Visit to Lawyer, Mr. Lay
14:00 Visit to Indonesian Chamber of
5 |June23 | Thu. Commerce and Industry
16:00 Data collection, discussion with
counterparts
07:30 Data collection, discussion with
6 {June24; Fri. counterparts
13:30 Visit to LKPP
7 |June25| Sat. |DataAnalysis
June 26 | Sun. | Data Analysis Arrival to Jakarta
09:30 Meeting at KPPU
9 {Juoe27| Mon. 14:30 Discussion with KPPU, Confirmation of the review results
10 | jume 28 | Tue. 09:30 D.lschssmn with KPPU, Preparation of M/M
17:00 Signing of the M/M
11 [June 29 | Wed. | Preparation of review report
12 | June 30 | Thu. | 15:30 Reportto JICA Indonesia Office
13 | Julyl Fri. | Departure from Jakarta

11
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Annex 8 KPPU*s Training Schedule in 2011
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