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Chapter 2 Contribution to Capacity Development
in Developing Countries

Evaluation by Third Party: Thematic Evaluation on Economic Partnership
—Social Capacity Development in Trade Sector and Development Assistance—

1 Outline of Evaluation Study

(1) Background and Objectives

Since the 1980’s, JICA has implemented technical coopera-
tion in the trade and investment sector, such as “Trade Training
Center” projects, which is project-type technical cooperation (cur-
rently called technical cooperation project), in Indonesia,
Malaysia, the Philippines, and Thailand. In the meantime, the
trade and investment environment in East Asia has greatly
changed. As mutual dependence in the region deepens, a new
way of developing cooperation and independence has been
sought. Under such circumstances, JICA feels a growing need for
assistance to build institutions necessary for free and efficient
competitive markets, enhance balanced economic infrastructure,
and strengthen competitiveness in the private sector through rein-
forcement of economic partnerships.

With this background, JICA commissioned a third party, the
Joint Venture of Hiroshima University and Mitsubishi Research
Institute, Inc., to comprehensively evaluate assistance in the trade
sector from 1980 to 2005 in the four countries mentioned above
while reviewing the process of capacity development in each
country for the purpose of obtaining lessons and recommenda-
tions that will contribute to improvements in JICA’s future assis-
tance in the relevant sector for the targeted countries, as well as
for other developing countries.

(2) Evaluation Study Period and Team
1) Evaluation Study Period

February 2005 to March 2006. Four field studies were con-
ducted in the targeted four countries, namely Indonesia, Malaysia,
the Philippines, and Thailand, during this period.
2) Evaluation Study Team

The evaluation study was supervised by the Office of
Evaluation of the Planning and Coordination Department, and
commissioned to the Joint Venture of Hiroshima University and
Mitsubishi Research Institute, Inc., as an evaluation study by a
third party. An Evaluation Study Committee was also set up,
consisting of the following evaluation committee members, eval-
uation advisors, and JICA Economic Development Department,
as well as observers from ministries concerned. Evaluation was
carried out in compliance with the policies determined by the

Evaluation Study Committee, and surveys, value judgments, and
the compilation of the report was undertaken by the Joint Venture
as the external evaluators.

[Evaluation Committee Members]

Akifumi Kuchiki, Executive Director, Japan External Trade
Organization

Atsushi Suzuki, Senior Coordinator, Planning Department, Japan
External Trade Organization

Hisatsugu Yoshida, Statutory Auditor, Japan Indonesia Petrochemical
Investment Corporation

[Evaluation Advisors]

Shujiro Urata, Professor, Waseda University Graduate School of Asia-
Pacific Studies

Keiichi Tango, Senior Executive Director, Japan Bank for International
Cooperation

Teruyuki Tanabe, Director, Development Finance Research Center,
Japan Bank for International Cooperation

(3) Scope of Evaluation

Four countries were selected for the evaluation study; name-
ly, Indonesia, Malaysia, the Philippines, and Thailand. Japan not
only has had close ties with these countries through trade and
investment, but also has provided relatively large-scale input for
assistance in the trade and investment sector. The period from
1980 to 2005 was to be evaluated since Japan started various
assistance in the trade sector represented by JICA’s “Trade
Training Center” projects during this period. In addition, this
evaluation is mainly targeted at local small and medium-sized
enterprises (SMEs) in the manufacturing sector, which had been
the main target of JICA’s assistance in trade sector during this
period. “Trade sector” means direct export-promotion such as
trading business, the provision of marketing services for compa-
nies, and the establishment of trade-related laws and regulations,
as well as response to the recent trend of WTO and Free Trade
Agreement (FTA). In addition, assistance for fostering SME/sup-
porting industry is also included in this evaluation scope.

2 Framework of Evaluation

(1) Evaluation Questions
Since JICA’s capacity assessment method is still under con-
sideration, the evaluation study adopted social capacity assess-
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ment (SCA) as a method to analyze capacity development (CD)
in the trade sector of the targeted countries. The SCA method has
been developed by the 21st century COE Program of Hiroshima
University, “Social Capacity Development for Environmental
Management and International Cooperation.” To begin with,
social capacity is defined” as the capacity to solve the develop-
ment issues in each social sector, composed of three actors; the
government, the firms, and the citizens, and also comprehensive
capacity that includes the interaction of each actor. This evalua-
tion clarifies the overall export capacity of society and its devel-
opment process through the SCA method. Based on the results,
this evaluation analyzes and examines amounts of aid inputs nec-
essary for achieving effective assistance and the degree of con-
tribution to social capacity development by assistance. It should
be noted that the contribution to capacity development through
partnership with other Japanese aid agencies is also taken into
account for the evaluation.

Based on this evaluation framework, we set the following
main evaluation question.

Was the series of JICA cooperation centering on the trade
sector (such as “Trade Training Center”) in the four targeted
countries effective for each country’s trade capacity develop-
ment? At that time, did JICA consider consistency with recipi-
ent’s development and coordination with other donor agen-
cies?

The subquestions of the main evaluation question are as fol-
lows.

a. Have the impacts of JICA’s assistance in the trade sector been
appropriate in relation to timing, quantity, quality, and the
local government’s policy and input of other donors?

b. What kinds of relationships were there among social capacity
development, social economic situation, and export perfor-
mance?

c. How have companies’ export capacities been developed?

d. How has government’s capacity to promote export been devel-
oped?

(2) Evaluation Method
1) Social Capacity Assessment (SCA)
a. Actor-Factor Analysis

Actor analysis deals with the level and condition of social
capacity from the standpoint of the condition of capacity and
mutual relationships of each social actor (government, export
industry, private export service provider). Factor analysis adopts
the three factors: (1) capacity to plan and implement policies and
measures (policies/measures factors = P factor); (2) human, finan-
cial, and physical resources in organization that embody capacity
(human, financial, and physical resources in organization= R fac-
tor); and (3) knowledge, information, and skills required as the
basis for the other factors (knowledge/skills factor =K factor). All

three factors of capacity are necessary to improve performance.

With regard to export capacity of the firms, it was difficult to
obtain indicators of three factors for all the four countries through-
out the target period. Therefore, we adopted proxy variables for
the three factors. First, labor productivity (value added/number of
employees) in the manufacturing sector was adopted as a proxy
variable for the P factor. Second, the ratio of employment in the
manufacturing sector to total employment was adopted as a proxy
variable for the R factor. Third, gross enrollment ratio of sec-
ondary education™* was adopted as a proxy variable for the K fac-
tor. With regard to the government, we adopted the following
variables for the three factors. First, enactment of relevant legis-
lation such as the export promotion act and the SMEs promotion
act, establishment of mid-term plans for export promotion and
SMEs development, was adopted as a variable for the P factor.
Second, establishment of trade training center, export promotion
agency, specialized ministry, and agency for SMEs promotion,
and a specialized financial institution for SMEs was adopted as a
variable for the R factor. Third, issuance of annual reports by gov-
ernment ministries and agencies in charge of trade, manufactur-
ing, and SMEs was adopted as a variable for the K factor. In
addition, with regard to mutual relationships between the gov-
ernment and the private firms, conditions for having dialogues
and meetings were also examined.
b. Development Stage Analysis

The development stage of social capacity is divided into the
system-making stage, the system-working stage, and the self-
management stage, and we seek to make clear at which stage
the current social capacity standard is. We also analyze the pro-
cess leading up to the stage, and the next rational level of the goal
of the social capacity and the path leading up to it. Moreover, we
construct a prerequisite for clarifying the quality and quantity,
timing and sequence of assistance for the program of develop-
ment policy and aid policy. Specifically, in the development stage
analysis for the four countries, transitions from the system-making
stage to the system-working stage and from the system-working
stage to the self-management stage are shown in the following
sections, based on the evaluation of Actor-Factor Analysis (2
actors x 3 factors and their mutual relations).

(3) Social Capacity Development in Trade and

Evaluation of JICA’s Assistance

As a viewpoint of evaluation we set two large points: “total
evaluation of JICA’s assistance in the field of trade” and “the con-
tribution of JICA’s assistance to social capacity development in
the targeted countries.” We decided to analyze both contribution
of assistance to social capacity development (in the government
sector) and consistency of assistance with social capacity devel-
opment stages, taking into consideration the importance of grasp-
ing the relationship between social capacity development and

* However, when this concept is applied to CD in the trade sector, it is necessary to consider the facts that the role of firms is relatively larger and that of the
government and the citizens are more limited in the trade sector than in other development and assistance sectors and that the impact of assistance on devel-
opment (trade) performance is relatively smaller than it is on other elements, such as foreign exchange.

** (Includes students over school age) Total number of enrollment/school age-population.
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Chapter 2 « Contribution to Capacity Development in Developing Countries

aid inputs from multiple perspectives. In particular, it was difficult
to obtain detailed data of aid inputs, such as amounts and man-
months, dating back to 1980; therefore, we evaluated based on the
number of projects in each year”.

From the next section, we explain the result of surveys and
analysis in the four countries, namely, Indonesia, Malaysia, the
Philippines, and Thailand, using the evaluation framework and
methodology mentioned above.

(1) Social Capacity Development in the Four

Targeted Countries

The levels of capacity development in 1980 and 2005 and
JICA’s aid inputs in each country are compared to obtain the
contribution of aid input. Here, analysis results of capacity devel-
opment are shown.

Table 3-6 shows the development of the government’s capac-
ity factors. First, “policy/measures factors (P factors: the formu-
lation of medium-to-long-tern plan of industry/trade [National
Development Plan] and fundamental law and basic plan of
export/SME promotion)” have been steadily achieved bench-
marks in general. On the other hand, there are gaps between the

Malaysia-Thailand group and Indonesia-Philippine group in the
other two factor categories of human, financial, physical resources
in organization factors (R factors: the establishment of export-pro-
moting agencies [the establishment of foreign and local offices,
SME promoting agencies, and the organizational restructuring
adapting to environmental changes]) and knowledge/skills factors
(K factors: publication of statistics and white papers on trade
and manufacturing, and issuance of annual reports by government
ministries and agencies in charge of trade, manufacturing, and
SMEs). With regard to the relationships between the government
and business (including industrial associations), all four coun-
tries have reached a certain level.

With regards to the firms sector, as shown in Table 3-7,
Malaysia, Thailand, and Indonesia have achieved a smooth
increase in capacity factors; Malaysia has achieved high marks in
all three sectors; and Thailand and Indonesia follow in order. On
the other hand, the Philippines has had difficulties developing
its capacity smoothly, although it was enjoying high performance
as of 1981.

Figure 3-2 shows the outlines of the development stage anal-
ysis of the process of social capacity development in the trade
sector in the four targeted countries based on the analysis in the
government and the firms business sectors. All the four targeted

Table 3-6 Social Capacity Development in Trade in the Four Targeted Countries

Capaci ) 5 5 Indonesia Malaysia | Philippines | Thailand
Factors Check items of Capacity Evaluation 1980 | 2005 | 1980 | 2005 | 1980 | 2005 | 1980 | 2005
Medium and long-term plan-making (National development plan) on indust
Mecur and long-term p of pment pler) L R I I A I S
Policies and | Establishment of basic laws on export promotion v v v v v v v v
measures (P) | Establishment of basic laws on SMEs promotion v v v
(Relationship between the government and enterprises) Dialogue and meeting 4 J/ v/ v/
between the government and enterprises
Human, finan- | EStablishment of export promotion organization v | /| VAN VA I 4
cial and physi- | Establishment of overseas office of export promotion organization v |/ v v I/
cal resources in| Establishment of SMEs promotion organization v v V4 v
organization (R) Organizational restructuring adapting to environmental changes v Ve
| Publication of statistics J I/ / v |/ v
Kno:((ﬁg%;)am Publication of trade white paper v
Publication of annual report by export promotion organization v v v

(Note) Cells are checked when items are achieved.

Table 3-7 Social Capacity Development in Trade in the Four Targeted Countries (Capacity of the Business Sector)

Policies and Measures (P) Human, Financial and Physical Resources in Knowledge and Skills (K)
(Labor productivity of manufacture Organization (R) (Ratio of employees in (Enroliment rate of secondary

industry constant 2000, US$) manufacture industry to employees in total, %) education, %)

) 1,628 (1981) 8(1981) 29 (1980)
Indonesia

3,932 (2003) 13 (2002) 61 (2002)

: 10,316 (1981) 15 (1982) 48 (1980)
Malaysia

16,935 (2004) 21 (2004) 70 (2002)

o 6,754 (1981) 10 (1981) 64 (1981)
Philippines

6,507 (2004) 10 (2004) 84 (2002)

) 4,842 (1981) 7 (1981) 29 (1980)
Thailand

10,052 (2004) 15 (2004) 81 (2002)

*  Although it is desirable to quantify the aid input based on the characteristics of each project, we had no choice but to adopt “the number of projects” due to
data limitation. However, input in four countries can be regarded as more similar, compared with developing countries in other regions. We believe that we

have been generally successful in evaluating contributions of assistance to capacity development and effectiveness and efficiency of assistance although the

analysis based on the number of projects is limited.
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countries started the system-making stage in the early to mid
1960s, such as establishment of a legal framework concerning
trade promotion and development of responsible governmental
agencies. Later, Malaysia and Thailand moved from the system-
making stage to the system-working stage in the latter half of the
1980s and in the latter half of the 1990s, respectively. They have
been in transition to the self-management stage in the years after
2000, as evidenced by the fact that they have been able to restruc-
ture their organization according to the change in environment.
On the other hand, Indonesia and the Philippines had already
reached the final phase of the system-making stage in the middle
of 1990. However, affected by the Asian financial crisis of 1997,
Indonesia was set back to the system-making stage and is still in
the process of rebuilding its systems. The Philippines lacks gov-
ernment trade promotion capacity, and the productivity of firms
has seen sluggish growth. Although the legal framework has
been developed , it has not contributed to the actual export per-
formance. Accordingly, it is concluded that the Philippines

remains in the final phase of the system-making stage.

(2) Contribution of JICA’s Assistance to the
Capacity Development of Each Country
1) Indonesia
a. Contribution of JICA’s Assistance to Capacity
Development of the Government
In order to examine the contribution of JICA’s assistance to
the capacity development of the Indonesian government®, we
plotted the number of projects on the horizontal axis and the
social capacity (the government) on the vertical axis in Figure 3-
3, showing changes by capacity in 1980 and in 2005. The projects
are sorted out based on capacity factors and counted in each year
(See Table 3-8 for details of the projects). With regard to social
capacity (the government), based on the benchmark of achieve-
ments, each factor is regarded as being either 1 (achieved) or 0
(not achieved) and the average scores are calculated for each
factor category.

Figure 3-2 Social Capacity Development in Trade Sector in Targeted Four Countries

Social Capacity Development Index

Social Capacity Development Index
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* We focused on the government’s export promotion capacity, because JICA's assistance has mainly been input into government sector.

B 80 e Annual Evaluation Report 2006



Chapter 2 « Contribution to Capacity Development in Developing Countries

Figure 3-3 Contribution of JICA’s Assistance to the Capacity
Development of the Indonesian Government

1 P
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(Notes 1) P indicates policies/measures factors; R indicates human, financial, and
physical resources in organization factors; and K indicates knowl-
edge/skills factors.

(Notes 2) Oindicates the capacity level as of 1980; and @indicates the capacity

level as of 2005
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As a result, it turned out that Indonesia has advanced its
capacity in the factors where JICA has extended a lot of inputs,

which suggests that JICA’s assistance has been effective. The K
factors of the Indonesia government have remained at a low
level; the growth rate of this factor category is high in spite of the
relatively small inputs of JICA’s assistance, which suggests that
JICA’s assistance has been efficient.
b. Consistency of Social Capacity Development Stages with

JICA’s Assistance

As shown in Table 3-8, in concert with the change to export-
oriented industrialization in the mid-1980s, JICA began assis-
tance focused on small and medium-sized enterprises develop-
ment and industrial development, and also supported the estab-
lishment of the trade training center. These inputs would have
made a significant contribution to Indonesia’s system formulation.
As a result of the confusion after the economic crises in 1997 and
afterwards, it became necessary to rebuild the system and regain
what was lost. For this purpose, JICA implemented various addi-

Table 3-8 JICA’s Assistance Inputs in Indonesia by Development Issue

i System-making Stage
Ry Development Issues Project Name
Factor 1980 1985 1990 1995 2000
Export-promoting The Second Phase of the Follow-up on the Development of Supporting
development plan Industries in Indonesian Export Promotion
Empowerment of Customs System in Indonesia
The Capacity Building Program on the Implementation of the WTO Agreements
Export-promoting E .
development plan Improvement of Customs Procedures on Special Fields (Intellectual Property Rights)
Management of Export Credit Agency
Improvement of Trade Environment in Capital Region
Project on Promotion of SMEs
- Industrial Sector Promotion and Development Project
Policies and
measures Plan-making of Human Resources Development in Skills and Technique Sector
®) - - ,
Promotion and Industrial Promotion and Development Plan (Supporting Industry)
development of SME’s, The First Phase of the Follow-up Study on the Development of
supporting industry and | Supporting Industries in Indonesian Export
industry Support for SMEs’ Promotion
Project on Supporting Industries Development for Casting Technology
Support for SMEs
Enhancement of SMEs Cluster Project
Establishment of industry- Promotion of Industrial Standardization and Quality Control Projects
related legislation Industrial Property Rights Administration
Establishment of trade-
related organization, human |Improvement of Trade Procedures Administration Project
resources development
Indonesia Export Training Center (Phase 1)
Indonesia Export Training Center (Phase 1 Follow-up)
fﬂgwggl’, Assistance for trade Indonesia Export Training Center (Phase 1 Aftercare)
hanq | training center Indonesia Export Training Center (Phase 2)
sical
regozmes in Indonesia Export Training Center (Phase 2 Follow-up)
orgar(wllqz)atlon Regional Export Training and Promotion Center
Establishment of Metal Processing Promotion Center
Promotion of SMEs, Establishment of Industrial Technique Information Center Project
supporting industry and -
industry SMEs’ Human Resource Development Project
SMEs’ Human Resource Development Project (Follow-up)
Development of Trade Commerce Statistics System
isiti i Export Promotion (Market Analysis, Development]
Knowledge A<|:qmsmofn{ agalysllstagd p Promo ( y: . pment)
and skills (i) |[€/ease o trade-reiate Industrial Project Development Basic Study (Improvement of Trade
information and skills Environment in Indonesian capital region)
Promotion of Trade, Investment and Industry
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Distance training for local areas (Regional Export Training and Promotion
Centers in Indonesia)

tional assistance including projects aimed at trade-related legisla-
tion, establishment of organization concerned, and human
resource development.

Compared to Malaysia and Thailand, social capacity devel-
opment in Indonesia has not been sufficiently achieved”.
Therefore, it is still in the phase where focused capacity develop-
ment is necessary in order to achieve transition to the system-
working stage. Also, as Indonesia has a much larger land mass
and population than the other three countries, it would require rel-
atively large inputs. Accordingly, it is necessary for JICA and the
international community, as well as Indonesia itself, to invest
more resources inputs for capacity development continuously.

On the other hand, it should also be noted that, at the project
level, there are successful cases in promoting capacity develop-
ment such as Indonesian Export Training Center (IETC), which
has started from a JICA technical cooperation project and then
expanded to operate at local levels on its own, and which is con-
sidering starting South-South cooperation towards Africa.

2) Malaysia
a. Contribution of JICA’s Assistance to Capacity

Development of the Government

In order to examine the contribution of JICA’s assistance to
capacity development of the Malaysian government, using the
same method as we applied to Indonesia, we plotted the number
of projects on the horizontal axis and the social capacity (the

government) on the vertical axis in Figure 3-4, showing changes
by capacity in 1980 and in 2005. The number of projects, as
shown in Table 3-9, is the total number of projects in each year
based on the categories in accordance with relevant capacity fac-
tors. As a result, it suggests that Malaysia has smoothly developed
its social capacity despite relatively small aid inputs from JICA. It
is assumed that Malaysia itself has had strong ownership and led
its capacity development on its own; therefore, development
assistance has been extended at a minimum level required.
b. Consistency of Social Capacity Development Stages with
JICA’s Assistance

As shown in Table 3-9, from the system-making stage to the
system-working stage in Malaysia, JICA implemented projects
for industrial promotion including SMEs and supporting indus-
tries. During the transitional period from the system-working
stage to the self-management stage, JICA provided support relat-
ed to the trade sector such as assistance to the Malaysia External
Trade Development Corporation (MATRADE) and WTO capac-
ity building projects. This process of assistance indicates that
various project inputs were sequentially implemented. As
Malaysia’s level of capacity development has shifted to the self-
management stage, JICA considers supporting South-South coop-

Figure 3-4 Contribution of JICA’s Assistance to Capacity
Development of the Malaysian Government

< ®
0.8 ®

0 10 20 30 40 50 60
Number of projects

(Notes 1) P indicates policies/measures factors; R indicates human, financial, and
physical resources in organization factors; and K indicates knowl-
edge/skills factors.

(Notes 2) Oindicates the capacity level as of 1980; and @indicates the capacity
level as of 2005.
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Table 3-9 JICA’s Assistance Inputs in Malaysia by Development Issue

Seff-
Capacity . System-making Stage | System-working Stage " ‘
Factor Development Issues Project Name Stage |
1980 1985 1990 1995 2000
Establishment of trade-related | The Capacity Building Program on the Implementation of the WTO
legislation Agreements
Promotion and Development of Industry Sector
Policies and Construction of Kulim Hi-Tech Park

measures | promotion and development of
(P) SMEs, supporting industry and

Promotion and Development of Industry Sector (Supporting Idustry)

industry Supporting Industry Technology Transfer Project

Formulation of Action Plan to Develop Advisory Capabilities of
Malaysian Development Financial Institutions for SMEs

Human,  |Assistance for trade trainig center |Malaysia External Trade Development Cooperation

financial, an
?)h(;;(!:; d Metal Industrial Technology Center

resources in | Promotion of SMEs, supporting

organization industry and industry Research on Fine Ceramics

R) Casting Technology Center

*

This assessment is just in comparison with more advanced developing countries such as Thailand and Malaysia. There is no doubt that Indonesia (as well as

the Philippines, which is addressed later) has improved its social capacity better than other developing countries in general. JICA’s assistance should be eval-
uated for its role in having contributed to Indonesia’s capacity development to reach the final phase of the system-making stage.
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Chapter 2 « Contribution to Capacity Development in Developing Countries

eration under the Malaysia Technical Cooperation Programme
(MTCP) scheme.
3) The Philippines
a. Contribution of JICA’s Assistance to Capacity

Development of the Government

In order to examine the contribution of JICA’s assistance to
the capacity development of the government of the Philippines,
using the same method we applied to Indonesia, we plotted the
number of projects on the horizontal axis and the social capacity
(the government) on the vertical axis in Figure 3-5, showing
changes by capacity in 1980 and in 2005. The number of projects,
as shown in Table 3-10, is the total number of projects in each
year based on the categories in accordance with relevant capacity
factors. The results of the analyses did not indicate a significant
contribution of JICA’s assistance to social capacity development
in the Philippines when compared to the other three countries.
There would be several constraints that have hindered the contri-
bution of JICA’s assistance to the Philippines’ social capacity
development; for instance, the country has received a relatively
small number of projects compared to Indonesia and Thailand;
and its government sector has limited human and financial
resources. As shown in the figure, the improvements in R factors
and K factors were limited.
b. Consistency of Social Capacity Development Stages with

JICA’s Assistance

Table 3-10 shows that a variety of assistance was provided to
the Philippines simultaneously after 2000 as observed in the case
of Indonesia. Economic cooperation in trade and investment from

Japan includes not only the Philippines Trade Training Center

(PTTC) project but also reinforcement of customs systems, and
WTO capacity building. In addition, JICA has implemented tech-
nical cooperation projects on industrial technologies such as food
packaging.

The results of the analyses suggest that JICA’s trade sector
assistance in the Philippines needs additional and intensive inputs
to achieve the transition to the system-working stage because the
Philippines’ social capacity is still underdeveloped compared to
Malaysia’s and Thailand’s. The country is still in the phase where
capacity development is strongly required in order to achieve
transition to the system-working stage. Accordingly, it would be
necessary for the international community as well as the
Philippines itself to continue to invest more resources inputs for
capacity development.

Figure 3-5 Contribution of JICA’s Assistance to the Capacity
Development of the Philippine Government

-

o
©

o
o

®

0.4

o(R | | | | |
0 10 20 30 40 50 60
Number of projects

(101085 Juswusenon) Ayoeded [e100g

(Notes 1) P indicates policies/measures factors; R indicates human, financial, and
physical resources in organization factors; and K indicates knowl-
edge/skills factors.

(Notes 2) Oindicates the capacity level as of 1980; and @indicates the capacity
level as of 2005.

Table 3-10 JICA’s Assistance Inputs in the Philippines by Development Issue

. . System-making Stage
ATy Development Issues Project Name
Factor 1980 1985 1990 1995 2000
Export-promoting Development of Cavite Export Processing Zone and Investment
development plan Promotion Plan
Establishment of trade- The Capacity Building Program on the Implementation of the WTO
related legislation Agreements
. Master Plan of Coal Industrial Technology Development
Policies and | promotion and -
mea;ures development of SMES, Promotion and Development of Industry Sector
®) ﬁm&%’y”g industry and | jnqlusrial Environment Management Study
Plan-Making Support of SMEs Development
Establishmem .Of Industry- Industrial Standardization and Quality Control Project
related legislation Industrial Property Modernization
Assistance for trade Trade Training Center
tarining center Trade Training Center (Follow-up)
Human, Metal and Casting Technology Center
financial and - e ) "
physical . Industrial Standardization and Electric Testing Technology
resources In | Promotion of SMEs, Software Development Training Center
organization | supporting industry and
R) industry Improvement of Mold Technology
Electronic Products Testing Technical Cooperation
Improvement of Regional Food Packing Technology
Acquisition, analysis and
release of trade-related Study on Measurement of the Time Required for Trade
Knowledge |information and skills
and skills (K)  Acquisition, analysis and | production Statistics Development Plan
release of industry-related
information Production Statistics Development Plan Follow-up Study
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4) Thailand
a. Contribution of JICA’s Assistance to Capacity

Development of the Government

In order to examine the contribution of JICA’s assistance to
capacity development of the Thai government, we plotted the
number of projects on the horizontal axis and the social capacity
(the government) on the vertical axis in Figure 3-6, showing
changes by capacity in 1980 and in 2005. The number of projects
is as shown in Table 3-11, the total number of projects in each
year based on the categories in accordance with relevant capacity
factors. In the case of Thailand, as in the case of Indonesia,
capacities have been more developed where JICA has extended
more inputs, which would indicate the effectiveness of JICA’s

Figure 3-6 Contribution of JICA’s Assistance to the Capacity
Development of the Thai Government

P R

-

o
®

o
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o
>
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10 20 30 40 50 60
Number of projects

(Notes 1) P indicates policies/measures factors; R indicates human, financial, and
physical resources in organization factors; and K indicates knowl-
edge/skills factors.

(Notes 2) Oindicates the capacity level as of 1980; and @indicates the capacity
level as of 2005.
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assistance. Although K factors remain at a relatively low level

compared to other factors, this factor category has shown a high

increase from 1980 to 2005 in spite of a relatively low level of aid

inputs from JICA.

b. Consistency of Social Capacity Development Stages with
JICA’s Assistance

As shown in Table 3-11, overall, it seems that necessary
assistance has been sequentially provided, just as it was done in
Malaysia.

Specifically, along with enhancement of the export-oriented
policy in the 1980s, the assistance inputs to the International
Trade Center (ITTC, currently International Trade Training
Institute [ITTI]) started. Then, several development studies and
technical cooperation projects for the promotion of industry,
SME, and supporting industry were conducted. During the tran-
sitional period from the system-working stage to the self-man-
agement stage, JICA implemented cross-industrial projects in
each factor category such as assistance for WTO capacity build-
ing, development of consulting services to promote SME cluster
and regional development, and a Thai measurement and stan-

dards organization project.

(1) Contribution™ to the Capacity Development of
the Government
As mentioned above, we compared the capacity levels of the

Table 3-11 JICA’s Assistance Inputs in Thailand by Development Issue

Capacity

Development Issues
Factor P

Project Name

System-working Seif
_ . = [manage-
System-making Stage Stage é"é;;

1980 1985 1990 1995 2000

Establishment of trade-

related legislation Agreements

Capacity Building Program on the Implementation of the WTO

Promotion and Promotion and Development of Industry Sector

development of SMEs,

Promotion and Development of Industry Sector (Supporting Industry)

Policies and |supporting industry and
measures |industry

Development of Consulting Service for Thai SMEs Cluster and Regional

=) Development
Industrial Standardization and Testing and Measurement System
Devel
Establishment of Industry- evelopment ?tudy
related legislation SMEs Promotion Support

Management Consulting of SMEs

Assistance for trade Trade Training Center

training center Trade Training Center (Follow-up)

Metal Processing and Machine Industry Development

Human, Industrial Standardization Test Training Center
financial and - —
physical National Computer and Software Training Center

resources in | Promotion of SMESs,

L2 North Ceramic Center
organization |supporting industry and

R) industry Increase of Productivity

Institution-building of SMEs’ Management Consulting

Improvement of Mold Technology

Industrial Standardization Test Training Center (Aftercare study team)

Knowledge |Acauisition, analysis and | industrial Property Information Center

9 i -
and skills (K) release of industry-related

information National Measurement Standard Institution

*  Here, “contribution” is used in a broader and more general sense than “the concept of contribution,” which was used in Chapter 3, Part 1, “JICA Program

Evaluation.”
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Chapter 2 « Contribution to Capacity Development in Developing Countries

governments of the targeted countries and JICA’s assistance
inputs as of 1980 and as of 2005, and examined the contribution
of JICA’s assistance inputs. As a result of plotting the capacity
levels and assistance inputs on two axes, we have found that the
levels of each capacity factor have improved in the four countries
and JICA’s assistance has played an important role in such
improvements (Figure 3-3, Figure 3-4, Figure 3-5 and Figure 3-
6). In Indonesia and Thailand, improvements of social capacity
levels are proportionate to the amount of JICA’s assistance inputs,
which indicates that the contribution of JICA’s assistance has
been relatively large. On the other hand, Malaysia has been suc-
cessful in developing its capacity in spite of the small amount of
JICA’s inputs; among others, capacity development in R factors
has been remarkable in Malaysia. In the Philippines, the contri-
bution of JICA’s assistance is not significant compared to others;
the country has shown relatively little increase in R factors and K
factors.

(2) Consistency of Social Capacity Development

Stages in Trade with JICA’s Assistance

Based on the social capacity development stage analysis of
the four countries, we evaluate consistency of JICA’s assistance
with the social capacity development stages in the four coun-
tries. JICA’s assistance can be classified into two categories based
on the characteristics of inputs in hindsight.

In the first type, the focus of assistance will shift according to
social capacity development stages. Among targeted countries,
Malaysia and Thailand are categorized as this type, and JICA’s
assistance for Malaysia and Thailand is evaluated to be consistent
with their development stages. The second type is due to the
insufficient development of social capacity, one in which various
types of assistance are implemented at the same time in order to
realize the transition to the system-working stage. The second
type can be called “additional input” type assistance, whereas
the first type can be called the “sequential input” type assistance.
Indonesia and the Philippines are considered to be the second
type.

Examining the consistency of JICA’s assistance with the
social capacity development stages it can be concluded that the
“sequential input” type assistance implemented in Malaysia and
Thailand seems to have been more desirable in terms of efficien-
cy and ensuring recipients’ ownership. However, it would be
more realistic to say that those countries’ strong ownership
enabled efficient assistance. In the cases of Indonesia and the
Philippines, JICA’s assistance has been consistent with the devel-
opment stages in the sense that it has been in line with the situa-
tion of the countries. However, more efforts would be required to
promote self-help in developing countries and facilitate capacity
development based on their ownership.

(3) Coherence with Higher Policies and Partnership
between JICA and Other Agencies

Japan has conducted international cooperation in the trade

sector based on the policy of “the trinity of assistance, trade, and
investment.” This policy typically materialized in the Southeast
Asian countries. Japan’s assistance has led to improving the
investment climate, which fosters foreign direct investment such
as that from Japanese corporations, and to promoting export.
Ultimately this strategy contributes toward the economic growth
of developing countries. The following shows the roles of the
Japanese government institutions concerned in relation to each
actor in four countries, which is the framework of analysis.

In the “hard” aspect of capacity development, JBIC’s yen
loans have taken an important role (the grant aid scheme has
also contributed to the infrastructure development in Indonesia
and the Philippines), while JICA has played a major role in the
“soft” aspect by assisting institutional building. In terms of assis-
tance for trade-related policy-making and implementation,
JETRO, in addition to JICA, has played an important role,
through such activities as support for export industrialization and
the One Village One Product Campaign. In addition, assistance to
the government for enhancing its export promotion services has
been implemented mainly by JICA, and partly implemented by
JETRO as its cooperation with export promotion organizations.
With regard to SMEs capacity development, JETRO, JODC and
AOTS have played major roles in extending assistance.
Assistance to private industrial associations and export assistance
industry has been mainly implemented by JETRO.

With the abovementioned demarcation, the coordination
between JICA and other assistance related agencies has been
generally effective. Furthermore, in each developing country,
there is an ODA Task Force among embassies, JICA, JBIC and
JETRO, and the coordination among agencies is being strength-
ened. However it is necessary to reconsider more effective ways
of coordination toward more effective and efficient cooperation.

(4) Consistency with a Developing Country’s

Development Policy

The four countries we evaluated in this report adopted export-
oriented industrialization policies by the mid-1980s. More specif-
ically, the governments encouraged investment in export-oriented
industries with policy measures such as low-interest government
financing as well as by providing subsidies and lowering export-
tariffs. In addition, as trade liberalization advanced in the world
through the WTO, FTAs, and EPAs, the governments have shift-
ed their focuses from export promotion assistance targeting indi-
vidual industries/companies to establishment and improvement of
the system and environment to promote capacities in the private
sector.

In the meantime, Indonesia and the Philippines, faced with
strong competitors such as Malaysia and Thailand in the neigh-
borhood, set similar targets to those of the relatively advanced
countries. In that sense, donors’ assistance was consistent with the
development policies of those countries. However, it needs to
be carefully reviewed whether the development policies of
Indonesia and the Philippines themselves were appropriate, taking
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also into consideration the policies to protect domestic industries
in these countries. In countries where industrial development has
been achieved to a certain level and its national income is rela-
tively high, such as Thailand and Malaysia, social capacity has
also been developed to some extent. Therefore, the focus of the
recipient government’s policy is to grow high value-added indus-
tries based on their developed social capacity. Accordingly, assis-
tance to these countries should focus on the private sector, rather
than on the government sector, to promote direct investment to
these countries and imports from them. Development assistance
to Thailand and Malaysia is already shifting in this direction.

In this section, based on the lessons learned from evaluation
results for the four countries, we set forth recommendations for
enhancing aid effectiveness, especially in situations where social
capacity is not smoothly being developed. More specifically, we
point out the importance of accurately identifying the social
capacity development stages, enhancing program-based assis-
tance, promoting a “G to B” approach, and extending appropriate
assistance that matches the country’s social capacity.

(1) Toward Program-based Assistance”

Based on the evaluation results of Indonesia and the
Philippines, JICA’s assistance has contributed to the govern-
ments’ capacity development to some extent. However, when

considering the consistency of JICA’s assistance in capacity

development of the whole society including the business sector,
these countries have not been able to reach the system-working
stage. Therefore, it is necessary to plan assistance programs that
take into consideration comprehensive social capacity develop-
ment.

When formulating programs, we need to consider levels of
capacity by actor/factor that are identified based on the Social
Capacity Assessment, and development assistance’s timing, quan-
tity, quality, and sequence based on the development stages.
Above all, a major focus is placed on what kind of assistance is
necessary to achieve development from the system-making stage
to the system-working stage.

The period from the system-making stage or pre-system-
making stage to the self-management stage may require a few
decades; therefore, one single program would not be sufficient. In
fact, programs should have mid-term goals, such as a shift to the
system-working stage, covering a period of five to 10 years. Here,
we show a long-term cooperation program in order to show the
overall picture covering development process from the system-
making stage to the self-management stage. Based on the evalu-
ation results of the four countries as well as OECD (2001)™ and
JICA Institute for International Cooperation (2003)***, the
overview of the trade-related cooperation program in accordance
with social capacity development stage is shown in Table 3-12.
Due to the abovementioned characteristics, this would not be
applied simply as it is to any country or region; instead, this
should be taken as a sort of conceptual model.

Cooperation programs can be classified into two types: pro-

Table 3-12 Development Assistance Programs that Correspond to Social Capacity Development Stages

Trade Sector

Social Capacity Development Stage

Self-
management
Stage

Preparation | System-making System-
Stage Stage working Stage

Export-promoting development plan

Policies and

ization and facilitation such as WTO)

measures (P) Establishment of trade-related organization (Response to liberal-

financial and | customs, quarantine and trade finance)

Human, Establishment of trade-related organization, Human resource development (such as

physical resources

private companies)

in organization Assistance for Trade Training Center (Export-support, information, training for

Kno;\(!"elgg(]%and Acquisition, analysis and release of information such as statistics

Support for South-South cooperation

Industry Promotion Sector

Social Capacity Development Stage

Self-
management
Stage

Preparation | System-making| System-
Stage Stage working Stage

Policies and

Promotion and development of SMEs, supporting industry and industry

measures (P) Establishment of industry-related legislation

Human, financial and

1 : | Promotion of SMEs, supporting industry and industry
physical resources in organi-

zation (R) SMEs promotion organization

Knowledge and skills (K) |Acquisition, analysis and release of information such as statistics

Support for South-South cooperation

Note: mdark gray indicates that focused inputs are required; = light gray indicates that preliminary or follow-up inputs are required.

%
gram” used in Chapter 3, Part 1, “JICA Program Evaluation.”

Here, “program” refers to a cooperation scheme with a mid- and long-term viewpoint, and does not necessarily correspond to the definition of “JICA pro-

** QOrganisation for Economic Co-operation and Development (2001) The DAC Guidelines: Strengthening Trade Capacity for Development
*%* JICA Institute for International Cooperation (2003) Approaches for Systematic Planning of Development Projects: Trade and Investment Promotion
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Chapter 2 « Contribution to Capacity Development in Developing Countries

grams that directly deal with export promotion and programs
that aim to enhance the competitiveness of the private sector in a
host country.

In trade-related areas (in a narrow sense), a master plan on
export promotion should be formulated at the preparatory stage.
The master plan is a basic policy for developing social capacity
and clarifies areas that require assistance. The master plan should
be formulated in consideration of enhancing the private sector’s
competitiveness. Based on the master plan, from the system-
making stage to the system-working stage, assistance related to
three factors (P, R, and K) should be implemented.

At the system-making stage, assistance for the development
of a trade-related law system (P), organization and human
resources development in customs/quarantine or trade finance
agencies (R), and statistical data collection/analysis/publishing
support (K) should be extended. When capacity development
assistance achieves certain results, assistance for development of
a trade-facilitation law (P) and the establishment of trade training
centers (R) should follow. In relation to trade training centers, as
the experience of Thailand shows, assistance toward export pro-
motion agencies (DEP in Thailand and MATRADE in Malaysia)
should be implemented simultaneously, to make assistance more
effective. This is because the trade training center and the export
promotion organization should be closely coordinated. By means
of capacity development in three factors in the government sector,
the government is able to support capacity development in the pri-
vate sector. By developing related capacity, the private sector
can also contribute to the advancement of overall social capacity
development. At this stage, JICA’s cooperation program should
include the following fields: formulating master plans, promoting
participation in law-formulation process, enhancing understanding
on the legal system, and fostering the private sector’s feedback to
services provided by related government organizations.

At the early system-working stage, assistance, which was
implemented at the late system-making stage, should be contin-
ued. As the case in Indonesia shows, at the completion of capac-
ity development for the system-making stage, extending the scope
of trade training center projects from the capital to the regions
could result in larger impacts. Capacity development for con-
sulting in response to EPA and FTA also becomes important.
Utilizing this sequence of assistance from the system-making to
the system-working stages, Japan’s assistance could move its
focus on to South-South cooperation.

In the meantime, similar sequential inputs are also required, in
principle, in the area of industrial development. Both trade pro-
motion (in a narrow sense) and SMEs/supporting industries pro-
motion are required to enhance trade performance.

In addition, in order to ensure the effectiveness of develop-
ment assistance programs, comprehensive approaches are neces-
sary; in other words, it is important to consider not only trade pro-
motion, and SMEs/supporting industries promotion, but also pub-
lic sector reform and improvement of market conditions. It is

also important to consider priorities of trade promotion in the

country-level socioeconomic development plans.

Also, there are possibilities that the region can not enjoy effi-
cient resource allocation when individual countries pursue inde-
pendent programs on their own. In this regard, it may be neces-
sary for countries to undertake policy coordination and to make
cooperative programs at the regional level with due consideration
given to the benefits of individual countries. As far as the four
countries in this evaluation are concerned, export promotion and
SMEs promotion policies that benefit individual countries in the
frameworks of ASEAN and the East Asian Community should be
considered.

(2) From “Government to Government (G to G)” to
“G to G plus Government to Business (G to B)”
One of the most important points in assisting in capacity

development is to develop overall social capacity by utilizing

the relationships among various actors. It is necessary to choose
the best actors among them to improve effectiveness, instead of
limiting the choice to the targeted actor. In this sense, the promo-
tion of active participation of the business sector (private sector) is
one of the effective options in pursuit of ensuring comprehen-
siveness and spontaneity, which are important in the CD pro-
cess. From the perspective of the trend of donors’ assistance, G to

B is one of the effective options. However, flexibility is required

when implementing assistance for providers who directly provide

services to firms and assistance for facilitators who support the
providers, with consideration given to a complementary relation-
ship between the two.

(3) Applying Past Experiences to South-South

Cooperation

In order to strengthen economic ties between Japan and East
Asian countries, it is important to provide social capacity devel-
opment assistance to least developed countries such as Cambodia,
Laos, Myanmar and Viet Nam (CLMV), in addition to the four
targeted countries. The importance of such activity is expected to
contribute to the future “East Asian Community.”

From a wider perspective, all four countries are expected to
play important roles to implement South-South cooperation for
African development, which is the most important issue in devel-
opment assistance, as Malaysia and Indonesia have already
addressed this issue. JICA and other Japanese governmental agen-
cies have the experience of assistance “placing importance not
only on development results but also on the capacity development
process.” Supporting South-South cooperation is a challenge for
these organizations to expand and improve their activities. For
Indonesia and the Philippines, which are still in the process of
moving from the system-making stage to the system-working
stage, South-South cooperation may be limited in scope, but
reviewing their experience at this stage and conveying their expe-
riences to other countries is an important learning process for
African countries and is expected to enhance two countries’ own-
ership.
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BoX

From the perspective of human
resource development in developing
countries, “Synthesis  Study of
Evaluation: Higher Education” was con-
ducted in fiscal 2005. The summary of
the study is introduced here.

1. Objective of the Synthesis Study

The synthesis study targeted JICA
projects in support of higher education
focusing on universities that are expect-
ed to play a larger role as centers of
excellence in developing countries.
Cross-sectional analysis was conducted
for evaluation results of individual proj-
ects based on the three functions of uni-
versities: improvement of educational
activities, capacity building of research
institutions, and encouragement of social
activities.

2. Results of the Study

This synthesis study classified proj-
ects in various sectors, departments, and
regions (eight countries, 12 projects)
according to the above-mentioned three
functions and made an analysis from the
viewpoints of approach, impact/spread-
ing effects, and sustainability.
(1) Project Approach

Projects for improvement of educa-
tional activities and projects for capacity
building of research institutions both took
a mid- to long-term approach of address-
ing the development issues by increasing
the number of excellent human
resources and utilizing research findings,
respectively through improvements in
teaching staff, curriculum, and facilities
at universities and enhancement of
human resources, and by improving the
research environment and capacity build-
ing for researchers. On the other hand,
projects for encouraging social activities
were expected to achieve outcomes in a
relatively short-term because universities
were directly involved in regional devel-
opment activities such as organizing
farmers’ groups, afforestation, and fish-
pond management. Because the encour-
agement of social activities utilizes the
educational and research functions of
universities, the projects for encouraging
social activities subject to the study are
usually a hybrid type, combined with the
other two types of projects.
(2) Project Impact/Spreading Effects

Projects for improvement of educa-

8 Synthesis Study of Evaluation: Higher Education

tional activities and for capacity building
of research institutions incorporated
external factors such as securing
employment opportunities and opportu-
nities to utilize research findings in the
process of achieving the overall goals.
Although some efforts by universities
such as support for employment for grad-
uates were observed, partnerships
between universities and industry and
reflection of research findings on policies
were not sufficient to address these
external factors. Therefore, it is desirable
to include some kind of measure into
project activities. As for projects for
encouraging social activities that are usu-
ally combined with other types of func-
tions, project purposes/goals were not
sufficiently shared among concerned par-
ties in some cases. It is therefore impor-
tant to set specific targets and form a
unified recognition of those targets. In
addition, it became clear from this analy-
sis that continuous partnerships with
Japanese universities significantly con-
tribute to the emergence of impacts.
(3) Project Sustainability

When it comes to sustainability, the
foremost issue is securing finance for
every type of project. As compared to the
other two types of projects, projects for
encouraging social activities hold a rela-
tive advantage in financial terms because
universities sometimes directly reach out
to the society so they can receive
donors’ financial support more easily
from the perspective of contributing to
poverty reduction. Although storage and
maintenance of materials and equipment
provided in projects is also an issue com-
mon to all types of projects, there were
cases wWhere introduction and mainte-
nance of equipment
contributed support
from other donors after
the termination of proj-
ects or the organiza-
tional development.

3.Lessons Learned

Based on the anal-
ysis results, the follow-
ing four lessons
learned are summa-
rized for raising sus-
tainability after the ter-
mination of projects as
well as expanding

impacts.
(1) Formulation of hybrid projects for

encouraging social activities

From the viewpoints of capacity
development of higher educational insti-
tutions and effective utilization of
resources that local universities have, it
is important to support the efforts of high-
er education institutions’ involvement in
social activities through hybrid projects
for encouraging social activities com-
bined with other functions.
(2) Support for improvement of manage-

ment

It is indispensable to provide man-
agerial support such as operational man-
agement, financial management and
equipment maintenance. Especially,
proper equipment maintenance, which
improves reputation of target institutions,
increases opportunities to get involved
with social activities, and facilitates to
secure excellent human resources, is
meaningful in terms of project sustain-
ability.
(3) Continuous  partnerships with

Japanese universities

It is important for a Japanese univer-
sity to get involved organizationally from
the formulation stage of projects and
consider which forms and contents of
partnerships would be most sustainable,
in prospect of the picture after the termi-
nation of projects.
(4) Involvement with South-South coop-

eration

JICA is required to support the target
organizations’ efforts of establishing net-
works with other domestic and interna-
tional organizations and organizations
outside their regions through South-
South cooperation.

§-

A Counterpart utilizes equipment provided.
(King Mongkut's Institute of Technology, Ladkrabang, Thailand)
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