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MINUTES OF MEETINGS
BETWEEN THE MID-TERM REVIEW TEAM OF
JAPAN INTERNATIONAL COOPERATION AGENCY AND
AUTHORITIES CONCERNED OF THE GOVERNMENT OF
THE REPUBLIC OF INDONESIA
ON JAPANESE TECHNICAL COOPERATION PROJECT
FOR
CAPACITY DEVELOPMENT
FOR TRADE-RELATED ADMINISTRATION
IN INDONESIA

The Mid-term Review Team (hereinafter referred to as “the Team”), organized by the Japan
International Cooperation Agency (hereinafter referred to as “JICA™), had a series of discussions on
the Japanese technical cooperation project named “Capacity Development for Trade-related
Administration in Indonesia” (hereinafter referred to as “the Project”) for the mid-term review of
the Project.

During the meetings, the Team and the relevant authorities concerned exchanged views and
jointly evaluated the progress and achievements of the Project.

As the result of the discussions, the relevant parties agreed to the matters referred to in the

document attached hereto.
The Minutes of Meetings shall not be legally binding on either side.

Jakarta, February 3, 2012

D e

Mr. Kazuto Tsuji Mr. Edy Putra Irawady ;&y
Leader Deputy Minister for Industry and Trade Affairs
Mid-term Review Team Coordinating Ministry for Economic Affairs
Japan International Cooperation Agency The Republic of Indonesia

Japan
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THE ATTACHED DOCUMENT

1. Introduction
1-1 Background of the Project
The Indonesian economy has been managed prudently since the aftermath of the Asian financial

crisis of 1997/98, and has been developing steadily in recent years with an annual economic growth
rate of more than 6 percent. With the continued increase in infrastructure investment, even attaining
an annual growth rate of 7 percent, which is regarded as essential for employment expansion and
poverty reduction, may be achieved in the medium-run. However, to maintain high economic
growth over the medium- and long- term, it is believed crucial for Indonesia to improve
trade-related administration, because the country has had some efficiency and transparency issues in
trade regulations/procedures and trade promotion systems. Particularly, compared with some of its
neighboring countries, there remain strong needs in Indonesia for further facilitating international
trade as means of attracting foreign direct investment.

Under these circumstances, Japan International Cooperation Agency (JICA) launched the
technical cooperation project for “Capacity Development for Trade-related Administration”, with
the Coordinating Ministry for Economic Affairs (CMEA) as the counterpart, for the purpose of
making trade-related administration in Indonesia more efficient and improved. Since the start of the
Project in March 2010, one long-term expert (trade-related administration) and a project
implementation team of three consultants/experts (trade-related laws and regulations, database
construction, and human resource development) have been dispatched and engaged in project
activities. The Project is scheduled to continue until June 2013.

1-2 Objectives of the Mid-term Review

The objectives of the Review are as follows:

(1) To review the inputs, activities, and outputs of the Project jointly with the counterpart,

(2) To evaluate the expected overall achievement of the Project so far, using JICA’s standard
project evaluation criteria of relevance, effectiveness, efficiency, impact and sustainability,

(3) To discuss the project implementation process and identify both promoting and inhibiting
factors,

(4) To revise the Project Design Matrix (PDM) and the Plan of Operation (PO), if necessary, and

(5) To make recommendations regarding the measures to be taken for the remaining period of the

Project. ,

- Members of the Joint Mid-term Review
see Annex 1

- Schedule of the Review
see Annex 2

2. Progress and Achievements of the Project
2-1 Inputs to the Project
Inputs from the Japanese side are as follows:
(1) Experts/consultants:
e  One long-term expert (chief advisor) on trade-related administration
+ Four consultants/experts on trade-related regulations (2), database construction, and human
resource development for the project implementation team (multiple dispatch)

e One local consultant/expert on trade-related regulations
e Three local supporting staff members for data entry and other clerical work (2) and for



translation
e  One consultation study mission member/expert on trade law and regulation (November 2011)
e  One short-term expert on trade-related administration (January 2012)
(2} Equipment provided:
e  Four personal computers, one printer, and one multifunction (photocopy/printer/scanner/fax)
machine at a total cost of approximately Rp100 million.
(3) Workshops/Seminars in Indonesia:
o  Two workshops for the Ministry of Trade on license-related regulations (31 and 18
participants, respectively)
e  One workshop/seminar on regulatory review system, database, and license-related regulations
(44 participants)
see Annex 6
(4) Trainings in Japan (to be conducted shortly):
e  One training course on capacity development for trade-related administration (20 participants)
see Annex 6
(5) Other:
¢ Project expenses for workshops, seminars, etc.

Inputs from the Indonesian side are as follows:
(1) Assignment of Counterpart personnel:
s Project Director
¢ Project Manager
(2) Assignment of Administrative personnel:
¢ Supporting Staff
(3) Office space, working room, and facilities:
¢ Office space and facilities necessary for the Japanese experts
e Working room and facilities necessary for the implementation of the Project

2-2 Project Achievements

Output 1-1 “Recommendations regarding streamlining of trade-related laws and
regulations are made and the monitoring structure of achievements is established” is
prospected to be achieved partially with a delay.

Activities related to “Review trade-related laws and regulations by analyzing their duplication,
consistency, and necessity” have been implemented. The Project has identified and collected 551
new trade-related rules, which had been issued between January 2008 and December 2011, in
addition to the 692 rules already collected during the previous JICA project named “Project for
Improvement of Trade Related Regulations, System and Procedures” (PROTRAF). The legal
analysis of those trade-related rules was also completed by outsourcing to local legal consultants.
Although the quality of the analysis was not fully satisfactory, it still could find that clearance and
post-clearance stages tend to have no major problems, and thus enabled the Project to focus on
licenses in its efforts to streamline trade-related regulations. (The definition of “licenses”
hereinafter includes “permits™ and “requirements.”)

Activities related to “make a recommendation to JCC for simplification” have not been
implemented, but those activities are scheduled to be done by the end of 2012 at the latest. On the
other hand, activities related to “Also, monitor the status of achievements of its recommendation”
are not expected to be completed by the end of the project period due to a time constraint, which
stems from the delay of the establishment of Working Groups (WGs).

§ 5 '
o 2 %



Listed below is a summary of the major achievements:

(1) The Project has identified and collected a total of 1243 trade-related rules (as of January 28,
2012).

(2) WG meetings were held 11 times in total (by the end of November 2011).

(3) Workshops on license-related regulations were held twice (October 4 and November 30, 2011).

(4) Workshop/seminar on regulatory review system, database, and trade license-related regulations
was held (January 31, 2012)

(5) Training course in Japan is prepared to be held on February 11-17, 2012 (the number of
participants has increased to 20 participants from initially planned 10).

Output 1-2 “Database and its maintenance system are revised” is prospected to be achieved,
through the construction of a web-based database of trade-related regulations, and also through the
training of the IT staff of the CMEA. _

Activities concerning “Analyze and update the contents, and renew the functions of database for
trade-related laws and regulations, which was built in JICA’s previous project” have been fully
implemented. The Trade Related Rulebook/Database system and its components developed in the
previous JICA project “PROTRAF” were thoroughly reviewed and were transferred to the new
server of the CMEA.

Activities concerning “Revise the maintenance structure and monitor its updated contents” are
now under way through workshops and the on-the-job trainings of the IT staff. Activities
concerning “Conduct Public Relations activities of the database on website basis” have been
implemented, but the publicity campaign on the database should be strengthened further to
disseminate the knowledge of trade-related regulations.

Listed below is a summary of the major achievements:

(1) The existing database for trade-related regulations built in JECA’s previous project was updated
and transferred to the server of the CMEA (in September 27, 2011). Since then, the contents of
the database has expanded to include a more number of trade-related laws regulations.

(2) The database is now accessible by the public at the website (http://rulebook-jica.ekon.go.id).

(3) Server information and technical support were provided to the CMEA throughout the
implementation process.

(4) Workshop/seminar on regulatory review system, database, and trade license-related regulations

was held (January 31, 2012)

Output 2 “Trade related procedures are improved” has been implemented partially with a
delay, due to the delay of the establishment of WGs.

Activities related to “Review trade-related procedures by analyzing efficiency, and grasp the
needs of private trade-related sectors for trade promotion” have been completed in a significant part.
The Project has conducted the “Questionnaire Survey on the Request for Improvement in the
Trade-Related Procedures” for the purpose of identifying the needs of importers and exporters, by

outsourcing it to a local consultant team. :
Activities related to “make a recommendation to JCC for simplification, and monitor the status of

achievements of the recommendation” have not been implemented, but a subset of the activities
concerning “Make a recommendation to JCC for simplification” is scheduled to be done by the end

of 2012 at the latest.
Activities related to “Make manuals which clarify trade related procedures™ have not yet been

completed. (Those “manuals” are meant to be “Trade Procedure Guides.”)
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Listed below is a summary of the major achievements:

(1) The “Questionnaire Survey on the Request for Improvement in the Trade-Related Procedures™
was conducted. (Responses were obtained from 300 companies; in addition, in-depth
interviews to 43 respondents were conducted.)

(2) WG meetings were held 9 times in total (by the end of November 2011).

(3) As mentioned above, a training course in Japan is prepared to be held on February 11-17, 2012

OQutput 3 “Legal systems for trade promotion are improved” has been achieved by the
Directorate General of Customs and Excise (hereinafter referred to as “Customs”) without the
support of the Project, because the Customs has been infroducing a series of new regulations for
trade promotion through its own initiative. As a result, activities in this areas have not been a
priority for the Project.

Yet activities related to “Grasp the needs of private trade-related sectors regarding legal systems
for trade promotion” have been implemented as part of the “Questionnaire Survey on the Request
for Improvement in the Trade-Related Procedures." It appears that the Customs could have actively
contributed to this output if the WG had been established in time for the implementation of the
survey.

Activities related to “Discuss the creation of new legal systems, and make a recommendation to
JCC based on the results of discussion. Also, monitor the status of achievements of the
recommendation conducted by Indonesian side” have not been conducted by the Project, because
new regulations have been being introduced by the Customs itself.

Output 4 “Dialogue between the Government of Indonesia and private trade-related sectors
is promoted” has been accomplished partially through conducting the above-mentioned
questionnaire survey of importers and exporters, and subsequently presenting its findings in the 2nd
Joint Coordination Committee (JCC). No new forum for the public-private dialogue has been
provided through the Project because there already exist several forums and the needs for setting up
another one for the public-private dialogue have diminished since the Project was first envisioned.

Due to the same reasons, activities related to “Promote dialogue between the Government of
Indonesia and private trade-related sectors through discussion regarding necessary measures in
order to improve trade-related administration based on private trade-related sectors’ needs and
convenience” have been made partially in the Project through presenting the results of the
questionnaire survey to the JCC members.

3. Review based on Five Criteria

-Relevance

A Criteria for considering the validity and necessity of a project rvegarding 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 are consistent

with policies, efc.

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 the CMEA and other trade-related ministries in
Indonesia.

The Indonesian Government has been trying to promote trade and resolve problems related to
trade barriers, because trade transaction cost in Indonesia is still relatively high. The Indonesian
Government signed the ASEAN Agreement to establish and implement the ASEAN Single
Window (ASW) in April 2006, and started the Indonesian National Single Window (JINSW)
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initiative in 2007. Various ministries have jurisdiction over in trade-related regulations, and the
CMEA was the key ministry to coordinate them. The CMEA established its NSW team in 2008
(KEP-19/M.EKON/04/2008).

The Project is also consistent with the priorities of Japan’s current Country Assistance Program
for Indonesia (2004) both on “the economic growth led by the private sector” and on “economic
systems and infrastructure necessary for facilitating investment.” JICA has been offering Indonesia
a series of Development Policy Lending (DPL) loans and assisting its policy reform efforts in
collaboration with the World Bank and the Asian Development Bank since 2004. Improvement of
the investment environment is one of the policy reform items in the DPLs, and the NSW is also
mentioned as one of the important agenda items. Furthermore, the high level consultation between
the Japanese and Indonesian Governments for Investment Promotion for the Metropolitan Priority
Areas for Investment and Industry (MPA) agreed to support the Project in March 2011.

-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 “2-2 Project Achievements,” the Project has modestly produced its expected
effects, particularly on the review of trade-related regulations/procedures and the construction of a
web-based database. Those achievements are likely to confribute to the Project Purpose
(“Trade-related administration becomes more efficient and improved”). Yet, effectiveness of the
Project is relatively limited at this moment, since the level of the achievement varies across the

output, as summarized below:

Output 1-1 “Recommendations regarding streamlining of trade-related laws and regulations are
made and monitoring structure of achievements is established.”

This has not yet achieved, although some of the activities have already been done such as the
collection and analysis of trade-related laws and regulations.

Output 1-2 “Database and its maintenance system are revised.”

The Project team constructed a web-based database of trade-related laws and regulations, which
is now open to the public, and used by the business community and officials of trade-related
ministries. This output has been contributing to the Project Purpose to a certain extent through the
dissemination of the knowledge on trade regulations (although its maintenance system has not yet
set up). Server information and technical support were provided to the CMEA in the process of
database construction but the capacity building of its IT staff is still underway.

QOutput 2 “Trade related procedures are improved.”

The Project has conducted its survey of current condition of trade procedures through the
“Questionnaire Survey on the Request for Improvement in the Trade-Related Procedures™ in order
to get the “voices of the business community” on the problems of trade-related regulations and
procedures. But this study was criticized by some of the concerned ministries, especially on the
methodology of the study, and its findings have not been finalized. Also, “make a recommendation
to JCC for simplification” has not been implemented yet, due to the delay of the start of activities.
As aresult, Output 2 has not yet contributed to the Project Purpose. Recommendations are expected
to be made by the Project in 2012, but it is not entirely clear whether those recommendations are to

be implemented by the Indonesian side.
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Output 3 “Legal systems for trade promotion are improved.”

Output 4 “Dialogue between the Government of Indonesia and private trade-related sectors is
promoted.”

The activities for Output 3 and 4 have not been implemented as planned in the Project, therefore,
Output 3 and 4 have not contributed to the Project Purpose. Because the activities for Output 3 and
4 are expected to become inactive in the remaining project period (see “Conclusions™), it is unlikely
that Output 3 and 4 will ever contribute to the achievement of the Project Purpose.

However, it should be pointed out that the Customs’ efforts for introducing new regulations have
led to the achievement of Output 3, which is in turn contributing to the Project Purpose.

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

focus is on the relationship between project cost and effect.

There have been several efficiency issues in the implementation of the Project. First, the launch
of WGs, as well as that of JCC, was delayed to March 2011, which was almost a year after the start
of the Project. Consequently, almost all the planned activities, except the review and analysis of
trade-related regulations and procedures, were lagged behind. To catch up, the Project was forced to
speed up many of its activities, which may have resulted in less time devoted to the supervision of
local consultants’ activities and the involvement of concerned ministries. For example, the analysis
of trade-related rules was conducted by outsourcing to local legal experts, but the quality of its
study turned out to be- less than fully satisfactory. Similarly, the Project conducted the
“Questionnaire Survey on the Request for Improvement in the Trade-Related Procedures” by
outsourcing it to a local consultant team. But, as mentioned, this study was criticized by some of the
concerned ministries, especially on its methodology. And because of this problem, the findings of
the survey have not been finalized. Finally, the participation of the concerned ministries in the
Project has been rather limited. All those factors ended up in the non-optimal performance of the
Project in terms of efficiency, despite strong efforts on the part of the Project. _

Among the electronic devices procured in this Project, four PCs, a multifunction machine, and a
printer have all been efficiently utilized at the office of the CMEA, especially for the construction

of the database.

-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.

Since the Project Purpose is judged difficult to be met by the end of the project period, the
Overall Goal (“Trade in Indonesia is facilitated™) is unlikely to be achieved, either. There have been
no unexpected negative impacts generated by the activities of the Project.

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

assistance.

One of the Outputs of the Project is “the monitoring structure of achievements (of streamlining of
trade-related laws and regulations) is established” (Output 1-1), but a sustainable system for
monitoring has not been established. Similarly, Output 1-2 includes “database and its maintenance
system are revised.” But a maintenance and management system has not yet been in place, although

?
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the capacity of IT experts on the Indonesian side has been gradually increasing through OJTs
provided by JICA experts.

As mentioned in “Relevance,” the Indonesian Government has been promoting the Indonesian
National Single Window (INSW), and trying to streamline overlapping and conflicting trade-related
regulations and procedures. The decree of the President on the creation of an independent authority
of NSW is expected to be released and a new organization will be established in 2013. If the
activities for the reform of trade-related regulations supported by the Project are integrated into the
NSW initiative and the work of a new NSW entity, the efforts toward more efficient trade—related
administration are likely to be sustained in the future.

As far as the database posted on the CMEA website is concerned, it is likely to be better managed
and have a greater impact, if the database is fully utilized by the general public and, also, can. be an
essential basis for the Indonesian National Trade Repository (INTR) and the NSW.

4. Conclusions
Due primarily to the significant delay of the launch of the WGs, the Project has been running

behind schedule. It is now judged not optimal for the Project to engage in a broad range of all its
activities originally planned. Therefore, the following revisions should be made in the Project’s
activities in the remaining period so as to maximize the output of the Project:

e Activities concerning Output 1-1 and Output 2 will zoom in on the making of recommendations
on license-related regulations and procedures. This focus on duplicated or overlapped
regulations is appropriate and desirable as the regulatory review conducted by the Project found
that clearance and post-clearance stages tend to have no major problems.

e Activities concerning Output 3 will no longer be made in the remaining project period, since
the Customs has been implementing a series of new regulations by itself, without the support of
the Project.

»  Concerning Output 4, setting up another forum for the public-private dialogue will be carried
out by the CMEA. In the meanwhile, the Project has promoted a dialogue between the
Government and private-sector companies through conducting the above-mentioned
questionnaire survey of importers and exporters, and subsequently presenting its findings in the
2nd JCC. In the remaining period, the public-private dialogue is also expected to be promoted
through the dissemination of the knowledge on trade-related regulations through publicizing
the database on the CMEA website.

e As mentioned above, due to the delay that is mostly outside the control of the Project, the
Project now cannot be expected to go beyond the stage of making recommendations on
license-related regulations and procedures, even if it would accomplish all the activities that
can be done in the remaining period. However, it is still hoped that the recommendations made
by the Project are to be implemented by the Indonesian side after the end of the scheduled
cooperation period. Therefore, the Project’s activities concerning the capacity development of
the Indonesian side, which are crucial for the maintenance of the implemented activities, will
be supported. Those activities include trainings/workshops on regulatory review and database
maintenance.

e The regulatory review/legal analysis completed by the local consultant did not produce the
expected quality of the report (although some of its findings are still valid). Therefore, the
additional review focusing on the analysis of “groups of regulations” will be made, as part of
Activity 1-1.

e Tor clarification, “manuals” mentioned in Activity 2-2 are meant to be “Trade Procedure

Guides.”
Y
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Most of the above mentioned WG activities, if not all, wili be conducted flexibly on a bilateral
basis in order to conduct those activities efficiently.

. All the changes in activities should be reflected in the PO accordingly. The PDM, on the other

hand, should be kept as it is, since it documents what all the parties initially agreed to be
