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Identifying High-Potential Indonesian Commodities to Export to Canada

By Ananda Fadila

With contributions from Trade Facilitation Office (TFO) Canada and TPSA Project gender equality,
environment, and trade experts

About the TPSA Project

The Canada-Indonesia Trade and Private Sector Assistance (TPSA) project is a five-year, $12-million
project funded by the Government of Canada through Global Affairs Canada. The project is executed by
The Conference Board of Canada, and the primary implementation partner is the Directorate General for
National Export Development, Indonesian Ministry of Trade.

TPSA is designed to provide training, research, and technical assistance to Indonesian government
agencies, the private sector (particularly small- and medium-sized enterprises (SMEs)), academics,
and civil-society organizations on trade-related information, trade policy analysis, regulatory reforms,
and trade and investment promotion by Canadian, Indonesian, and other experts from public and
private organizations.

The overall objective of TPSA is to support greater sustainable economic growth and reduce poverty in
Indonesia through increased trade and trade-enabling investment between Indonesia and Canada. TPSA
is intended to increase sustainable and gender-responsive trade and investment opportunities, particu-
larly for Indonesian SMEs, and to increase the use of trade and investment analysis by Indonesian stake-
holders for expanded trade and investment partnerships between Indonesia and Canada.

©2017 TPSA Project
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INntroduction

Report Objectives

The aim of the Canada-Indonesia Trade and Private Sector Assistance (TPSA) project—a five-year initiative
funded by the Government of Canada through Global Affairs Canada—is to reduce poverty and increase
sustainable economic growth in Indonesia through the expansion of Indonesian exports to Canada and
the encouragement of Canadian investment in Indonesia. This report seeks to identify those commodities
exported by Indonesian SMEs that have a good chance of success in the Canadian market.
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Report Overview

The report begins by explaining why the TPSA project has chosen to focus on increasing exports to
Canada by Indonesian SMEs as a means of reducing poverty and increasing sustainable growth. This is
followed by a brief overview of historical Canada-Indonesia trade patterns. The remainder of the report
outlines the results of the methodology TPSA adopted to choose three target sectors in which to focus its
project activities.

Background and Rationale

The relationships between increased trade, sustainable economic growth, and poverty reduction are com-
plex. Nevertheless, there is an emerging consensus in the literature that, in the current context of integrative
trade and globalization, increased trade raises the incomes of the poor, and the transition costs to a more
open economy are generally small, relative to the overall benefits. A 2013 United Nations Development
Programme (UNDP) report attributed the lifting of hundreds of millions of men and women from poverty at
least in part to openness to trade (UNDP 2013). A 2010 study published by the Organisation for Economic
Co-operation and Development (OECD) titled Trading Out of Poverty: How Aid for Trade Can Help high-
lighted trade as a critical tool for countries to generate wealth, sustain growth, and reduce poverty:

“Economic growth is the most powerful tool to reduce poverty. And no country has successfully devel-
oped its economy by turning its back on international trade and long-term foreign direct investment.
Virtually every country that has achieved sustained economic growth has done so by seizing the
opportunity offered by more open world markets." (OECD 2010)

However, the link between trade and poverty reduction is not automatic. The OECD report notes that,
while increased trade provides an opportunity to increase wealth, thereby reducing poverty, the ability
of the poor to benefit from increased trade depends on a number of factors, including how much of the
trade-induced growth occurs in sectors where a large number of the poor are working, how much of that
growth leads to job creation and wage increases, and how much access the poor have to the financial and
economic infrastructure to take advantage of the new opportunities resulting from trade (OECD 2010).

Thus, trade expansion needs to be supported by a framework of policies and practices that support the
inclusion of the poor in the gains from trade and address the constraints that hinder them from doing
so. To maximize the poverty-reduction impact of increased trade and investment between Canada and
Indonesia, the TPSA project focuses on small- and medium-sized enterprises (SMEs), including those
owned or operated by women. SMEs have made an important contribution to Indonesia’'s employment
and economic growth. Project activities also focus on improving policies around trade and investment
and removing barriers that hinder SMEs, including those owned or operated by women, from accessing
global markets.
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The Importance of MSMEs to Indonesia’'s Economy

Micro-, small-, and medium-sized enterprises (MSMEs) are major employers in Indonesia. (See box “How
Are SMEs Defined?") They accounted for approximately 97 per cent of Indonesia’'s total employment
between 2008 and 2013 (Indonesia Ministry of Cooperatives and SMEs 2015). (See Table 1.) Micro-sized
enterprises have the largest share, although that share fell from g0.7 per cent in 2008 to 88.9 per cent in
2013. The shares of small- and medium-sized enterprises rose over the same period.

TABLE 1

MSMEs ACCOUNT FOR A LARGE SHARE OF INDONESIA'S TOTAL EMPLOYMENT
(SHARE OF TOTAL EMPLOYMENT, PER CENT)

Enterprise Size 2008 2009 2010 2011 2012 2013

Micro 90.73 01.03 90.98 90.77 90.12 88.90

Small 3.64 356 355 375 4.09 4.73

Medlum ...................... 2 78 ............ 2 71 ............ 2 70 ............ 2 72 ............ 2 94 ........... 3 36 .........
MSME total 9715 97.3 97.23 97.24 9715 96.99

|_a rge .......................... 2 85 ........... 2 70 ............ 2 78 ............ 2 76 ............ 2 84 ........... 3 01 ..........

Sources: Indonesia Ministry of Co-operatives and SMEs; The Conference Board of Canada.

How Are SMEs Defined?

Several ways of defining SMEs exist. The Government of Indonesia defines MSMEs by asset values
and annual sales as stipulated in Law No. 20/2008.* The Government of Canada? and the WWorld Bank3
use the number of employees to define SMEs; however, their ranges differ. The various definitions are
compared in the table below. As there is no universal definition of SMEs, this report uses the definition
adopted by the Government of Indonesia.

DEFINING SMEs

GOVERNMENT OF INDONESIA GOVERNMENT OF WORLD BANK
CANADA

Asset Value
(excludes land
and buildings) Annual Sales Number of Employees

< Rp50 million < Rp300 million

Rp300 million-
2.5 billion

Rp500 million- 100-499 people 20-99 people
10 billion

> Rp10 billion > Rp50 billion = 500 people = 100 people

1 International Finance Corporation 2016, 3.
Innovation, Science and Economic Development Canada, n.d.
Mourougane 2012, 6.
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MSMEs also account for a large share of Indonesia's gross domestic product (GDP). In 2013, MSMEs col-
lectively contributed approximately Rp5714 trillion (60 per cent) to Indonesia's total GDP—an increase from
Rp2613 trillion (56 per cent) in 2008 (Indonesia Ministry of Cooperatives and SMEs 2015). The increase in
the collective share of MSMEs between 2008 and 2013 was driven almost exclusively by the rapid increase
in micro-sized enterprises’ GDP contributions. (See Chart 1.) Micro-sized enterprises increased their GDP
value by more than double and their share of total GDP by five percentage points. Although small- and
medium-sized enterprises (SMEs) managed to increase their combined GDP values between 2008 and
2013, their share of Indonesia’'s total GDP remained the same. Large enterprises, on the other hand,
accounted for a smaller portion of the GDP in 2013 compared to 2008, despite their increased GDP value.
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CHART 1: MSMEs ACCOUNT FOR MORE THAN HALF OF INDONESIA’S GDP

(per cent of GDP)

2008 2013

O Large  44% O Large 39%

O Medium 14%
O Small 10%
O Micro 32%

O Medium 14%
O Small 10%
O Micro 37%

Source: Indonesia Ministry of Co-operatives and SMEs.

The important contributions made by MSMEs to Indonesia's employment and economic growth are in
line with the findings of previous studies on MSMEs in Indonesia conducted by international organiza-
tions. The OECD highlighted MSMEs as the key driver of employment growth in Indonesia in recent years
and an important contributor to the subsistence of household income that helped households weather
the financial crisis (Mourougane 2012). Similar findings were highlighted by the Asian Development Bank,
which emphasized the role of MSMEs in supporting Indonesia’'s economy, as demonstrated by the contin-
uous increase in their collective contribution to the country's GDP amid weak economic growth since 2011
(ADB 2014).

Between 2003 and 2013, the value of MSME exports increased from Rp77 trillion (US$5.7 billion) to Rp182 tril-
lion (US$13.6 billion). As a share of total goods exported, however, MSME goods exports declined from
9.4 per cent in 2003 to 7.5 per cent in 2013t (See Chart 2.) The volatility in export performance of MSMEs
between 2009 and 2012 was caused by the global financial crisis and subsequent sluggish increases in
demand from foreign markets, namely China, Japan, and Europe (ADB 2014). The inability of MSMEs to

t According to Indonesia's statistics agency, Badan Pusat Statistik (BPS), MSME export data are based on data in the agricultural
sector (agriculture, livestock, forestry, and fishery), manufacturing sector, and mining/quarrying.
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respond to sudden and rapid changes in foreign-market demand is just one of the many factors that fun-
damentally affect their export performance.
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CHART 2: CONTRIBUTION BY MSMEs TO TOTAL EXPORTS DECREASED SIGNIFICANTLY DUE TO
THE GLOBAL FINANCIAL CRISIS

0

e

(per cent of total exports)

104

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: Indonesia Statistics Agency (Badan Pusat Statistir).

Because the TPSA project aims to reduce poverty and improve sustainable economic growth by helping
SMEs increase their exports to Canada, the decline in export share by MSMEs is worrisome. Once the TPSA
target commodities have been identified, project activities will be aimed at both training SMEs to increase
exports and offering select technical assistance to address barriers to exporting to Canada.

Overview of Canada-Indonesia Trade in Goods

Canada has never been regarded as one of Indonesia's main export destinations. Canada accounts for less
than one per cent of Indonesia’s total global exports, a share that did not change between 2003 and 2013.
However, Canada's imports from Indonesia increased in value from US$663 million in 2003 to US$1.3 bil-
lion in 2013. (See Chart 3.)
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CHART 3: CANADA AND INDONESIA HAD DYNAMIC BILATERAL TRADE IN GOODS BETWEEN
2003 AND 2013
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(US$ millions)
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O Canada'simports from Indonesia
O Indonesia'simports from Canada

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: UN Comtrade database.

Chart 3 also shows that, between 2003 and 2006, Indonesia had a trade surplus with Canada. The situation
reversed when Indonesian imports from Canada increased from US$666 million in 2006 to US$1.06 billion
in 2007, outpacing Canada's imports from Indonesia. Except for 2010, Indonesia had a trade deficit with
Canada for the remainder of that time period. Between 2003 and 2013, Canada'’s imports from Indonesia
grew at a compound annual growth rate of 7.2 per cent, while Indonesia's imports from Canada grew at
20.4 per cent annually.

Canada has been a small export destination for Indonesian goods in the context of the global market, yet
it has been one of Indonesia's main export destinations within the Americas—a region of great importance
to Indonesia’s trade. Imports from Indonesia into member countries of the Organization of American States
(OAS), of which Canada is one, were valued at US$25 billion in 2013—more than double that in 2003.2
OAS countries collectively accounted for approximately 11 per cent of world imports from Indonesia in
2013. Among OAS countries, the United States was the largest market for Indonesian exports. Although
U.S. imports from Indonesia steadily increased in value between those years, its share in OAS countries’
imports from Indonesia declined from 85 per cent in 2003 to 78 per cent in 2013. This decline was a result
of Indonesia’'s continued diversification of its export destinations within the OAS market to other tradi-
tional markets apart from the United States (i.e., Brazil and Mexico) and to smaller markets (i.e., Argentina
and Colombia). However, Canada’s share in OAS imports from Indonesia remained at approximately 5 per
cent between 2003 and 2013, despite increases in the value of imports. Canada's position as Indonesia’s

2 The OAS consists of 35 member states in the Americas.
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second-largest export destination within the OAS market in 2003 shifted in 2009 due to Brazil's growing
share. (See Table 2)

TABLE 2

SHARES OF OAS COUNTRIES’ IMPORTS FROM INDONESIA
(per cent of total OAS imports from Indonesia)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Brazil 3 3 3 4 5 5 6 7 7 7 6
Canada 5 5 5 5 5 5 5 5 5 5 5
Mexico 4 4 4 5 5 5 5 5 5 5 5
U S ............. é 5 ........... é .A.r ........... é .4.1 ........... é 2 ........... é 1 ........... é .(.) ........... 7 .é ........... 7 7 ............ 7 .é .......... 7 7 ........... 7 .é ........

Source: UN Comtrade database.
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Methodology for
Choosing Indonesian
Target Commodities

The TPSA project focuses on three commodities for its activities supporting Indonesian exports to Canada.
The three commodities that have a good chance of success in the Canadian market were determined
using the following methodology and sequence:

Choose commodities with a positive normalized revealed comparative advantage (NRCA) index.
Refine the list using a competitiveness criteria matrix.

Exclude commodities not commonly produced by SMEs in Indonesia.

Analyze the remaining commodities using six-digit HS codes and apply three criteria.

Group similar commodities into broad commodity groups.

Exclude commodities with significant social or environmental concerns or that have poor future
market prospects.

7. Narrow the list to the final three commodities/commodity groups using eight criteria.

g -
%
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Step 1. Choose Commodities with a Positive Normalized Revealed
Comparative Advantage

The first step was to determine whether an Indonesian commodity has a comparative advantage in
Canadian imports. The revealed comparative advantage (RCA) index is the most common statistic used
to measure comparative advantage. The RCA formula is shown in Exhibit 1. The RCA statistic compares
the share of a given commodity in a country's total imports to the same commodity's share of total
world imports.3

3 The index usually measures the share of a given commodity in a country's total exports to the same commodity's share of total
world exports. But the equation has been adjusted in this report, as Canadian imports from Indonesia are used to represent
Indonesia's exports to Canada.

ldentifying High-Potential Indonesian Commodities to Export to Canada 7




EXHIBIT 1: REVEALED COMPARATIVE ADVANTAGE FORMULA

commodity j

total commodities

Indonesia

World

Canadian imports of commodity j from Indonesia

Canadian imports of all commodities from Indonesia

Canadian imports of commodity j from the world

Canadian imports of all commodities from the world

Source: Adapted from Sanidas and Shin, Comparison of Revealed Comparative Advantage Indices With Application to Trade
Tendencies of East Asian Countries, 12.

If the ratio of the two shares is greater than one, Indonesia is assumed to have a comparative advantage in
Canada for that commaodity. In the case of footwear, for example, if the share of Canadian footwear imports
from Indonesia to Canadian total imports from Indonesia is greater than the share of Canadian imports of
footwear from the world to Canadian imports of all commodities from the world, then Indonesia is consid-
ered to have a revealed comparative advantage for footwear within Canadian imports.

There are several difficulties with using the simple RCA approach to measuring comparative advantage.
One of the most important is the non-symmetrical nature of the estimate. The neutral value of the RCA
measure is 1, but RCA index values vary between 0 and infinity, and are thus distributed non-symmetrically
around the neutral value (Sanidas and Shin 2010).

A more recent approach to measuring comparative advantage that overcomes the non-symmetry prob-
lem is the Normalized Revealed Comparative Advantage (NRCA) index. In this index, Canada's imports of
a commaodity are compared to the neutral point for that commodity. This neutral point uses the number of
imports for that commodity that would result in the RCA index being equal to one, and then subtracts this
neutral point from actual imports of that commodity. This figure is then divided (normalized) by Canada's
total imports of that commodity. The NRCA method generates values that range from -0.25 to 0.25, with
the neutral point being zero when the actual exports of a commodity are the same as would be expected
in a simple RCA-neutral world (Sanidas and Shin 2010). If the NRCA value is greater than zero, the country is
assumed to have a comparative advantage with respect to the given commaodity (Yu, Cai, and Leung 2009).

The advantage of the NRCA is that its values are distributed symmetrically around the neutral point.

Another advantage is that the sum of NRCA across all commodities is zero (Sanidas and Shin 2010). This
conforms to the notion of zero-sum embedded in comparative advantage: if a country gains comparative

Identifying High-Potential Indonesian Commaodities to Export to Canada 8




advantage in one commodity, then it must lose comparative advantage in another (Sanidas and Shin 2010).
The formula for the NRCA is shown in Exhibit 2.

EXHIBIT 2: NORMALIZED REVEALED COMPARATIVE ADVANTAGE FORMULA

Normalized revealed comparative advantage of Canadian imports of
commodityj from Indonesia

Canadian imports of all commodities from the world

Canadian imports of all commodities from Indonesia

Canadian imports of commodity j from the world

Canadian imports of commodity j from Indonesia

Source: Adapted from Sanidas and Shin, Comparison of Revealed Comparative Advantage Indices With Application to Trade
Tendencies of East Asian Countries, 18.

NRCA indices were calculated for all Indonesian commodities using two-digit Harmonized Commodity
Description and Coding System (HS) codes. Each commodity was then ranked from highest to lowest
based on the value of the NRCA index. (See Table 3.) Commodities ranked between 1 and 31 have a pos-
itive NRCA index value, which means that they have a comparative advantage in Canadian imports. (For
information on the data used in the NRCA analysis, see box “About the Data.") A larger positive number
indicates a larger comparative advantage. Commaodities ranked between 32 and 92 have a negative NRCA
index value, which means that they have a comparative disadvantage in Canadian imports. A larger nega-
tive number indicates a larger comparative disadvantage in that market. Only those 31 commodities with
a positive NRCA move on to step 2.

TABLE 3

COMMODITY RANKING BY NRCA INDEX, 2013

HS Code Commodity NRCA Index® NRCA Rank
40 Rubber and articles thereof 5.05915 1

6zwovend0thmgand amdes ofapparel .................................. 2 68482 ................... 2 .........
.6. 1 ................. K mtt e d OrcrOCheted . C [ Oth mg an damdesof appar e L .............. 2 6766 7 ................... 3 .........
.é 4 ................. ,: o Otwear .............................................................................. 1 4 0876 ................... 4 .........
18 Cocoaand Cocoa preparatlons .............................................. O 89755 ................... 5 .........
94 ................. ,: umlture Ughtmgs,gnsprefabncated buﬂdmgs .................... o 61523 .................... 6 .........
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9 Coffee, tea, mate, and spices 0.51867 7
''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' % @ %
Q92 Musical instruments 0.46250 8 e
.......................................................................................................................................................... S
44 Wood and articles of wood, including wood charcoal 0.39644 9 9’%
75 Nickel and articles thereof 0.36410 10
85 Electrical or electronic machinery and equipment 0.34292 11
3 Fish, crustaceans, molluscs, and other aquatic 0.33810 12

invertebrates
48 Paper, paperboard, and articles made from these 0.32092 13

materials
42 Articles of leather; saddlery and harness, travel goods, 0.28721 14

handbags, and similar containers

95 Toys, games, sporting goods, and other goods for 0.26573 15
amusement
6 Aumnumandarticlesthereof 026287 6
© Meat, fish, and seafood preparations 024070 1
8o Tinandaiclesthereof 004 8
55 Man-made staple fibres, staple fiore yams and fabrics 012682 o
2 Cofton.cottonyams and cotton fabrics omso7 20
& | Bird skin, feathers, artificial flowers, human hair om0 =
s Man-made flaments o083 2
60 Cemmicproducts oos63 23
63 Othermadetexticaticlesandwomclothing 008035 24
s Dairy products. eggs, honey, and other edible animal 006472 25
products
o Miscellaneous manufactured articles ooss 6
46 Stawandotherplating materials; basketwareand ooz 27
wickerwork
5 Fats, oils, their cleavage products, and waxes oomso 28
n Fertiizers ooz 20
17 Sugasandsugarconfectonery oo0s8 0
4 Vegetable plaiting materials and ofher similar vegetable 000051 31
products
so sk ooo0sr 2
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53 Other vegetable textile fibers, yarns, and fabrics -0.00121 33
''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' EX
57 Carpets and other textile floor coverings -0.00174 34 ;Q;
....................................... <o
45 Cork and articles of cork -0.00177 35 9’%
5 Products of animal origin not elsewhere specified -0.00247 36
66 Umbrellas, whips, walking sticks, and similar articles -0.00298 37
65 Headwear -0.00368 38
58 Special woven or tufted fabric, lace, trimmings, -0.00458 39

embroidery, and tapestry

41 Raw hides, skins (other than fur skins), and leather -0.00562 40
56 Wool animalhair, horsehairyams, and woven fabrics  -000865 a
o7 Worksofart collectors pieces, andantiques - 000705 2
24 Tobaccoand manufactured tobacco substitutes 000796 s
60 knitted or crocheted fabric - ooz u
5 Lac. gums, resins, and other vegetable saps and extracts 001036 5
L eanimals ooms 6
wo Milling products, malt, starches, inulin, and wheat gluten 001185 P
12 Oilseed, oleagic fruits, grain, seed. fiuit, not elsewhere 001845 8
specified
A Pulp of wood and the like; waste and scraps of paper or 001864 w0
paperboard
9t Clocksandwatchesand partsthereof - ooz 50
s Live trees and other plants (including cut flowersand 002302 5
ornamental foliage)
59 Coated, impregnated, covered. or laminated fabricsand 002335 2

industrial textiles

43 Fur skins, artificial fur, and related articles of apparel or -0.02576 53
clothing accessories

56 Wadding, felt, non-wovens, yarns, twine, cordage, and -0.02657 54
related articles

93 Arms and ammunition and parts thereof -0.03442 55

23 Residue and waste from the food industry, and prepared -0.03649 56
animal fodder

74 Copper and articles thereof -0.04171 57

Identifying High-Potential Indonesian Commodities to Export to Canada 11
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.......................................................................................................................................................... g
10 Cereals -0.04457 58
''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' EX
25 Salt, sulphur, earths, stone, plaster, lime, and cement -0.05763 59 ;Q;
............................... <o
35 Albuminoidal substances, modified starches, glues, and -0.05807 60 9’@

enzymes
20 Preparations of vegetables, fruits, nuts, or other parts of -0.06966 61

plants
86 Railway, tramway locomotives, rolling stock, equipment -0.06996 62
89 Ships, boats, and other floating structures -0.07681 63
68 Articles of stone, plaster, cement, asbestos, mica, or -0.08555 64

similar materials

82 Tools, implements, cutlery, of base metal -0.11569 65

&5 Miscellaneous articles of base metal - owmss 66
0 Glassandglassware owsz 67
34 Soap.washing and lubricating preparations, waxes. and  -013131 68

related articles

32 Tannins, dyes, pigments, paints, varnishes, inks, putty, and  -0.13407 70
other similar substances

19 Preparations of cereals, flour, starch, or milk (including -0.13897 71
bread and pastry)

2 Meat and edible meat offal -0.14189 72

73 Adiclesofionorsteel omen n

20 Organic chemicals (including vitamins, alkaloids, and  -016450 m
antibiotics)

; Edible vegetables and certain roots and tubers owzee 5

B Essentialoils, perfumes, cosmetics, tolletries owses %

w0 Printed books, newspapers, pictures, manuscripts, and the 017844 7
like

26 Oresslagandash 020785 8

90 Optical. medical, photographic, scientific, and technical 023096 9
instrumentation

g Edible fruits andnuts o247 8o

8 Inorganic chemicals and compounds of precious metals 024453 81

and radioactive elements

Identifying High-Potential Indonesian Commodities to Export to Canada 12




22 Beverages, spirits, and vinegar -0.31085 83

88A|rcraftsandspacecraft ......................................................... _ 040803 ................ 84 ........

72 ................. | ronand Steel ........................................................................ _ 045483 ................. 85 ........

ggcommOdltles nOt elsewherespeuﬁed ................................... _ 051350 ................. 86 ........

no Pearls, precious stones or metals, coins, and jewellery  -066384 &7

.3; O ................. P ha r ma Ceunca l prOductS ....................................................... _ 07 575 6 ................. 88 ........

.?.J 9 ................. P la Stlcs and a r t Ides the r eof ................................................... _ O 8 5 212 ................. 89 ........

& Nuclear reactors boilers, machinery, and mechanical 285487 o
appliances

27 Mineral fuels, mineral oils, bituminous substances, and 318502 o
mineral waxes

& Motor vehicles, trailers, bicycles, motorcycles, and other 427685 0w
similar vehicles

.?.J 7 ................. P ho t o g rap h IC or CI nematographlchOdS ................................ n / a ....................... n/a .......

7gzmcandartldesthereof ........................................................ n /a ....................... n/a .......

“ Because the NRCA values are so small, they have been scaled up by a value of 10,000.
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About the Data

Data source: Analysis at the global level was conducted using the United Nations Comtrade data-
base on both an import and export basis. The database is a reliable source of trade data and offers
the flexibility to obtain annual data by classification of goods over the appropriate period at the level
of detail required. Such flexibility was not found in other reliable international trade databases, such
as UNCTADStat or WTO Statistics Database.

Classification of goods: The Harmonized Commodity Description and Coding System (HS) was used
in the study. The HS is an international system developed by the World Customs Organization that is
used to classify traded products using standardized names and numbers. It is used by both Canada
and Indonesia to classify the products they export and import.

Level of HS code: There are two levels of HS code used in the study: two-digit (HS2) and six-
digit (HS6). More digits in the HS code means greater detail in the description of products. The UN
Comtrade database offers trade data up to the six-digit HS level.

Frequency and period of trade data: The study uses annual data. At the time the study was con-
ducted, only data for some products and countries were available for 2014. Thus, 2013 was the most
recent year in which trade data for all countries were available. The base year chosen was 2003,
which allowed a ten-year period of change to be analyzed.

Trade flow: Import data are generally believed to be more accurate and complete than export data,
because imports are checked by each country's customs agency to assess duties and ensure that
import restrictions (if applicable) are adhered to. Hence, data on Canadian imports from Indonesia are
used to represent data on Indonesian exports to Canada.

Step 2: Refine the List Using a Competitiveness Criteria Matrix

The second step designates each of the 31 commodities as one of four types based on the following

two factors:

1. Does Indonesia have an increasing or decreasing share of the Canadian import market for that
commodity?

2. Does the commodity have an increasing or decreasing share of Canadian imports?

The answers to these two questions situate each commodity in the matrix in Exhibit 3:

EXHIBIT 3: COMPETITIVENESS MATRIX

Indonesia's market share for the Indonesia’'s market share for the

commodity is increasing commodity is decreasing
The commodity has an increas- . . . ;
ing share of Canadian imports RG] S WIEEEEl eplper Ui
The commodity has a decreas- Declining star Retreat

ing share of Canadian imports

Source: Adapted from the World Bank, TradeCAN: Database and Software for a Competitiveness Analysis of Nations: User Guide, 28.

Identifying High-Potential Indonesian Commaodities to Export to Canada 14




Rising star: Indonesia is gaining market share in Canadian imports for that commodity AND the
overall market for that commodity in Canadian imports is expanding.

Declining star: Indonesia is gaining market share of Canadian imports for that commodity BUT the
overall market for that commodity in Canadian imports is shrinking.

Missed opportunity: Indonesia is losing market share in Canadian imports for that commodity BUT the
overall market for that commodity in Canadian imports is expanding.

Retreat: Indonesia is losing market share in Canadian imports for that commodity AND the
overall market for that commodity in Canadian imports is shrinking.

Details of the calculations to determine the type of each commodity are shown in Exhibit 4.

EXHIBIT 4: CALCULATING COMPETITIVENESS TYPE

Indonesia's market share of a commodity in Canadian total imports of that commodity (i.e,
market share)

Canadian imports of commodity j from Indonesia

Canadian imports of commodity j from the world

The commodity's share of imports in total Canadian imports (i.e., percentage of imports)

Canada's imports of commaodity j from the world

Canada's imports of all commodities from the world

The two indicators are calculated for each of the 31 commodities for the base year (2003) and the
most recent year (2013).

Each commodity is then classified using the following criteria:

Percentage of imports 2013 > percentage of imports 2003
AND Rising star
Market share 2013 > market share 2003

Percentage of imports 2013 < percentage of imports 2003
BUT Declining star
Market share 2013 > market share 2003

Percentage of imports 2013 > percentage of imports 2003
BUT Missed opportunity
Market share 2013 < market share 2003

Percentage of imports 2013 < percentage of imports 2003
AND Retreat
Market share 2013 < market share 2003

Source: Adapted from World Bank, TradeCAN: Database and Software for a Competitiveness Analysis of Nations: User Guide, 28.
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Table 4 lists each of the 31 commodities chosen in Step 1 in order of their NRCA rank and identifies each

as one of the four types.

TABLE 4

COMMODITY RANKED BY TYPE AND NRCA INDEX 2013

HS NRCA Rank,
Code Commodity Type 2013
40 Rubber and articles thereof Rising star 1
62 Wovenclothingandarticles of apparel Missedopportunity 2
61 Knitted or crocheted clothing and articles of apparel _Rising star s
64 Footwear Rising star .
18  Cocoaandcocoapreparations Rising star s
94 Furmiture, lighting, signs, prefabricated buildings Missed opportunity 6
s Coffee. tea, mate, and spices Missed opportunity 7
% Muscalinstuments Decliningstar 8
44 Woodand articles of wood, including wood charcoal  Retreat e
75 Nokelandarticlesthereof Risngstar 0
85 Electricalor electronic machinery and equipment Retreat no
;s Fish, crustaceans, molluscs, and other aquatic Retreat 2
invertebrates
48 Paper, paperboard, and articles made from these Retreat 5
materials
42 Aticles of leather, saddlery and hamess. travel goods, | Risingstar uo
handbags, and similar containers
95 Toys games. sporting goods. and other goods for Decliningstar 5
amusement
76 Auminumandarticlesthereof Decliningstar - s
s Meat, fish, and seafood preparations Risingstar 7
g0 Tnandaticlesthereof Risingstar 8
55 Man-made staple fibres, staple fibre yams and fabrics  Declinngstar o
52 Cotton cottonyams. and cotton fabrics Decliningstar 20
67 Birdskin, feathers, artificial lowers, human hair Decliningstar a
54 Manmadeflaments Retreat 2
60  Ceamicproducts Retreat - 23
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63 Other made textile articles and worn clothing Rising star 24 &
"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" EOE
4 Dairy products, eggs, honey, and other edible animal Retreat 25 : e N

products }Q‘%
.............................................................................................................................. j-eﬁ
06 Miscellaneous manufactured articles Declining star 26
46 Straw and other plaiting materials; basketware and Retreat 27

wickerwork
15 Fats, oils, their cleavage products, and waxes Rising star 28
31 Fertilizers Missed opportunity 29
17 Sugars and sugar confectionery Rising star 30
14 Vegetable plaiting materials and other similar vegeta- Retreat 31

ble products

Sources: UN Comtrade database, The Conference Board of Canada.

The TPSA project chose to focus on commaodities identified as either rising star or missed opportunity for
further consideration as potential TPSA target commodities. Those 15 commodities are listed in Table 5,
ranked by their NRCA. Any commodity identified as a declining star or retreat was not considered a poten-
tial TPSA target commodity.

TABLE 5

RISING STAR AND MISSED OPPORTUNITY COMMODITIES RANKED BY NRCA INDEX 2013

HS NRCA Rank,
Code Commodity Type 2013

40 Rubber and articles thereof Rising star 1
62 Wowencothngandarticlesofapparel Missed opportunity >
61 Knitted or crocheted clothing and articles of apparel  Rising star s
64 Footwear Rising star AV
18 Cocoaandcocoapreparations Rising star s
o4 Fumiture, lighting, signs, prefabricated buildings Missed opportunity 6
o Coffeeteamate.andspices | Missed opportunity 7
75 Nickelandarticles thereof Risingstar 0
42 Aicles of leather; saddlery and harness, travel goods,  Risingstar u

handbags, and similar containers

16 Meat, fish, and seafood preparations Rising star 17
80 Tin and articles thereof Rising star 18
63 Other made textile articles and worn clothing Rising star 24
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15 Fats, oils, their cleavage products, and waxes Rising star 28 ;9@

31 Fertilizers Missed opportunity 29

17 Sugars and sugar confectionery Rising star 30

Sources: UN Comtrade database; The Conference Board of Canada.

Step 3: Exclude Commodities Not Commonly Produced by SMEs in
Indonesia

The TPSA project focuses on assisting SMEs to export to Canada. For that reason, commodities usually
produced and exported through large-scale operations were dropped from the list of potential TPSA tar-
get commodities. By applying this criterion to the 15 commaodities that appear in Table 5, four commodities
were dropped from consideration: rubber and articles thereof (HS 40), nickel and articles thereof (HS 75),
tin and articles thereof (HS 80), and fertilizers (HS 31). The remaining 11 commodities listed in Table 6 were
analyzed further.

TABLE 6

RISING STAR AND MISSED OPPORTUNITY COMMODITIES COMMONLY PRODUCED BY SMEs

HS NRCA Rank,
Code Commodity Type 2013

62 Woven clothing and articles of apparel Missed opportunity 2
61 Knitted or crocheted clothing and articles of apparel  Rising star s
64 ............ FOOtwear ........................................................................ g s 4 ..........
18 ............ C Ocoaand COCO apreparatlons ........................................ g sar 5 ..........
o4 Fumiture, lighting. signs, prefabricated buildings Missed opportunity 6
é .............. C Oﬂ:eetea mateand Splces ............................................ isced ooporiunly 7 ..........
42 Aticles of leather, saddlery and hamess, travelgoods, | Risingstar u o

handbags, and similar containers

16 Meat, fish, and seafood preparations Rising star 17

63 Othermade textile articles and wom clothing Rsngstar 2
15 Fats.oils theircleavage products, and waxes Risngstar 8
17 ............. S ugarsand Sugarconfectlonery ...................................... g s 30 .........

Sources: UN Comtrade database, The Conference Board of Canada.

Step 4: Analyze Remaining Commodities Using Six-Digit HS Codes; Apply
Three Criteria

A more detailed analysis of the 11 commodities listed in Table 6 began by examining their respective six-
digit HS codes. At the six-digit level, the list of potential TPSA target commodities was further refined by
three criteria:
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1. The value of Canadian imports of each commaodity at the six-digit HS code was at least US$1 million
in 2013.

2. At the six-digit HS code, each commodity is identified using the TradeCAN matrix as a rising star or
missed opportunity.

3. The commodity is generally exported by SMEs in Indonesia.
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Table 7 shows a total of 44 commodities at the HS six-digit level that meet all three criteria# The table is
sorted first by TradeCAN type and second by the value of Canadian imports in 2013.

TABLE 7

COMMODITIES AT THE SIX-DIGIT HS CODE LEVEL THAT MEET THE THREE CRITERIA

Canadian Imports from

Indonesia (US$)
HS
Code Commodity Type 2003 2013
620520  Mens/boys shirts (woven of cotton) Rising star 3,954,701 20,166,993
090111 Coffee, not roasted, not decaffeinated Rising star 5,882,128 10,818,781

640411 Sports footwear with outer soles of rubber or plas- Rising star 3,123,466 10,467,547
tics and uppers of textile materials

640299 Footwear with outer soles and uppers of rubber or Rising star 3,186,752 0,865,612
plastics, not covering the ankle, not sports shoes

640391  Footwear with outer soles of rubber, plastics, Rising star 2,035,083 0,767,860
leather or composition leather and uppers of
leather, covering the ankle, not sports shoes

610910  T-shirts, singlets, or vests (knitted of cotton) Rising star 1,024,491 8,738,180

610462  Womens/girls trousers, overalls, and shorts (knit- Rising star 266,273 7,087,868
ted of cotton)

610463  Womens/girls trousers, overalls, and shorts (knit- Rising star 462,213 4,013,792
ted of synthetic fibres)

610990  T-shirts, singlets, or vests (knitted of other textile Rising star 485,851 4,688,867
material)

610120  Mens/boys overcoats, ski and wind jackets (knitted = Rising star 246,192 4,242,061
of cotton)

610130 Mens/boys overcoats, ski and wind jackets (knitted  Rising star 082,788 3,009,833
of man-made fibres)

620311 Mens/boys suits (woven of wool or fine animal hair)  Rising star 68,669 3,445,302

160558  Snails, other than sea snails Rising star 1,188,1545 3,120,715

4 Each of the 44 HS six-digit commodities is a subset of the 11 two-digit commodities shown in Table 6. No HS six-digit
commodity from “Other made textile articles and worn clothing” made the list in Table 7 because their value of imports was less
than US$1 million in 2013.

5 At the time of the analysis, the oldest data available for this HS Code was 2012 for both Canadian imports from Indonesia and
from the world.
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610443  Womens/girls dresses (knitted of synthetic fibres) Rising star 10,658 3,028,835 ,/@}
"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" 5 B
610442  Womens/girls dresses (knitted of cotton) Rising star 20,757 2,738,868 N e .
................................................................................................. . BG4
160510 Crab, prepared or preserved Rising star 053,320 2,600,456 é’e
640419  Footwear with outer soles of rubber or plastics and  Rising star 567,891 2,661,846
uppers of textile materials—not sports footwear
610220 Womens/qgirls overcoats, ski and wind jackets (knit- = Rising star 737159 2,547,816
ted of cotton)
610620 Womens/girls blouses and shirts (knitted of man- Rising star 362,257 2,376,513
made fibres)
040179  Seats with metal frames—not upholstered Rising star 259,619 2,322,367
170290  Sugar, not elsewhere specified (including inverted Rising star 101,594 2,142,640
sugar)
610444  Womens/girls dresses (knitted of artificial fibres) Rising star 20,462 1,890,539
610230 Womens/girls overcoats, ski and wind jackets (knit- = Rising star 509,703 1,779.315
ted of man-made fibres)
040320  Metal furniture not for office use Rising star 575,540 1,673,567
620432  Womens/girls jackets and blazers (woven of Rising star 263,442 1,178,828
cotton)
620433 Womens/girls jackets and blazers (woven of syn- Rising star 216,263 1,169,310
thetic fibres)
620442  Womens/girls dresses (woven of cotton) Rising star 249,028 1,134,577
610433 Womens/girls jackets and blazers (knitted of syn- Rising star 493 1,114,705
thetic fibres)
040360 Wooden furniture for other use Missed 15,079,135 22,105,548
opportunity
040350 Wooden furniture for bedroom use Missed 5,361,553 13,272,119
opportunity
620640 Womens/girls blouses and shirts (woven of man- Missed 4,500,282 0,144,778
made fibres) opportunity
620193 Mens/boys anoraks, ski and wind jackets (woven of = Missed 5,355,292 7.837.281
man-made fibres) opportunity
620293 Womens/girls anoraks, ski and wind jackets (woven = Missed 2,519,087 4,803,718
of man-made fibres) opportunity
620443 Womens/girls dresses (woven of synthetic fibres) Missed 1,670,808 3,923,113
opportunity
040161  Seats with wooden frames—upholstered Missed 1,939,408 3,134,851
opportunity

20
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180500  Cocoa powder, not containing added sugar or other = Missed 1,745,366 1,899,672 &
sweetening opportunity T
090411  Pepper, neither crushed nor ground Missed 1,591,170 2,804,264 }Q‘%
opportunity 9’%
420292  Golf bags, tool bags, and other containers—plastic Missed 1,368,473 2,191,495
or textile surface opportunity
610520  Mens/boys shirts (knitted of man-made fibres) Missed 028,062 2,097.362
opportunity
090620 Cinnamon and cinnamon-tree flowers—crushed or = Missed 1,654,642 1,167,123
ground opportunity
620444  Womens/girls dresses (woven of artificial fibres) Missed 596,073 1,125,240
opportunity
151319 Coconut (copra) oil and its fractions—refined but Missed 186,971 1,122,005
not chemically modified opportunity
620213  Womens/girls overcoats, raincoats, capes, and Missed 318,130 1,088,160
cloaks (woven of man-made fibres) opportunity
620192 Mens/boys anoraks, ski and wind jackets (woven of = Missed 710,818 1,070,415
cotton) opportunity

Sources: UN Comtrade database; The Conference Board of Canada.

Step 5: Group Similar Commodities Into Broad Commodity Groups
From the list of 44 commodities in Table 7, 35 could be grouped into broader commodity groups while nine
were left ungrouped due to the nature of the product. The latter are:

HS 090111 Coffee, not roasted, not decaffeinated

HS 090411 Pepper, neither crushed nor ground

HS 090620 Cinnamon and cinnamon-tree flowers, crushed or ground

HS 151319 Coconut (copra) oil or fractions, simply refined

HS 160510 Crab, prepared or preserved

HS 160558 Snails, other than sea snails

HS 170290 Sugar, not elsewhere specified (including inverted sugar)

HS 180500 Cocoa powder, not containing added sugar or other sweetening

HS 420292 Golf bags, tool bags, and other containers—plastic or textile surface

After grouping, the 44 commaodities form 14 commodities or commodity groups for which Indonesia has
relatively high competitiveness in the Canadian market. (See Table 8.
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INDONESIAN COMMODITIES/COMMODITY GROUPS WITH RELATIVELY HIGH COMPETITIVENESS IN T
THE CANADIAN MARKET %04
0>
Commodity Canadian Imports from 5'9%
or Indonesia (US$)
Commodity
Group HS Code Commodity Type 2003 2013
Coffee 090111 Coffee, not roasted, not Rising star 5,882,128 19,818,781
decaffeinated
Pepper 090411  Pepper, neither crushed nor ground = Missed 1,501,170 2,894,264
opportunity
Cinnamon 090620 Cinnamon and cinnamon-tree flow- = Missed 1,654,642 1167123
ers, crushed or ground opportunity
Coconut 151319 Coconut (copra) oil or fractions, Missed 186,971 1,122,005
(copra) oil simply refined opportunity
Crab 160510  Crab, prepared or preserved Rising star 053,320 2,690,456
Snails 160558  Snails, other than sea snails Rising star 1,188,154% 3,120,715
Sugar 170290  Sugar, not elsewhere specified Rising star 101,594 2,142,640
(including inverted sugar)
Cocoa 180500 Cocoa powder, not containing Missed 1,745,366 1,899,672
added sugar or other sweetening opportunity
Golf bags, 420292  Golf bags, tool bags, and other con- | Missed 1,368,473 2,191,495
tool bags, tainers—plastic or textile surface opportunity
and other
containers
Apparel— 610120  Mens/boys overcoats, skiand wind  Rising star 246,192 4,242,061
coats, jackets jackets (knitted of cotton)
ANA DLAZEIS  rrrrrrrrrrrrrr s e
(CJB) 610130  Mens/boys overcoats, skiand wind  Rising star 082,788 3,009,833
jackets (knitted of man-made fibres)
620311 Mens/boys suits (woven of woolor  Rising star 68,669 3,445,302
fine animal hair)
610220 Womens/girls overcoats, ski and Rising star 737159 2,547,816
wind jackets (knitted of cotton)
610230 \Womens/girls overcoats, ski and Rising star 599,703 1,779,315
wind jackets (knitted of man-made
fibres)
620432 Womens/qgirls jackets and blazers Rising star 263,442 1,178,828

(woven of cotton)

6 2012 was used as the base year due to the unavailability of data prior to that year.
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620433 Womens/qirls jackets and blazers Rising star 216,263 1,169,310 @
(woven of synthetic fibres) T
610433 Womens/qgirls jackets and blazers Rising star 493 1,114,705 3‘6%
(knitted of synthetic fibres) é’eﬂ
620193 Mens/boys anoraks, ski and wind Missed 5355292 7837281
jackets (woven of man-made fibres) | opportunity
620293 Womens/girls anoraks, ski and Missed 2,519,087 4,803,718
wind jackets (woven of man-made opportunity
fibres)
620213 Womens/qgirls overcoats, raincoats, = Missed 318,130 1,088,160
capes, and cloaks (woven of man- opportunity
made fibres)
620192  Mens/boys anoraks, ski and wind Missed 710,818 1,070,415
jackets (woven of cotton) opportunity
Apparel— 620520 Mens/boys shirts (woven of cotton)  Rising star 3,954,701 20,166,993
ArESSES, v e
shirts, shorts 610910  T-shirts, singlets, or vests (knitted of ~ Rising star 1,024,491 8,738,180
and trousers cotton)
(DSST) .....................................................................................................................
610462 Womens/qgirls trousers, overalls, Rising star 266,273 7,087,868
and shorts (knitted of cotton)
610463 Womens/girls trousers, overalls, Rising star 462,213 4,913,792
and shorts (knitted of synthetic
fibres)
610990  T-shirts, singlets, or vests (knitted of = Rising star 485,851 4,688,867
other textile material)
610443 Womens/qgirls dresses (knitted of Rising star 10,658 3,028,835
synthetic fibres)
610442  \Womens/girls dresses (knitted of Rising star 29,757 2,738,868
cotton)
610620 Womens/girls blouses and shirts Rising star 362,257 2,376,513
(knitted of man-made fibres)
610444  \Womens/girls dresses (knitted of Rising star 20,462 1,890,539
artificial fibres)
620442  Womens/girls dresses (woven of Rising star 249,028 1,134.577
cotton)
620640 Womens/qirls blouses and shirts Missed 4,500,282 09,144,778
(woven of man-made fibres) opportunity
620443 Womens/girls dresses (woven of Missed 1,670,808 3,923,113
synthetic fibres) opportunity
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610520  Mens/boys shirts (knitted of man- Missed 028,062 2,097,362 &
made fibres) opportunity T
620444 Womens/girls dresses (woven of Missed 596,073 1,125,240 }Q‘%
artificial fibres) opportunity 9’%
Footwear 640299 Footwear with outer soles and Rising star 3,186,752 0,865,612

uppers of rubber or plastics, not
covering the ankle, not sports
shoes
640391  Footwear with outer soles of rubber, = Rising star 2,035,083 9,767.860
plastics, leather or composition
leather and uppers of leather, cov-
ering the ankle, not sports shoes
640411  Sports footwear with outer soles Rising star 3,123,466 19,467,547
of rubber or plastics and uppers of
textile materials
640419  Footwear with outer soles of rubber  Rising star 567,891 2,661,846
or plastics and uppers of textile
materials—not sports footwear

Furniture— 040179  Seats, with metal frames, not Rising star 259,619 2,322,367
metal upholstered
040320 Metal furniture not for office use Rising star 575,540 1,673,567
Furniture— 040161  Seats with wooden Missed 1,039,408 3,134,851
wooden frames—upholstered opportunity
040350 \Wooden furniture for bedroom use Missed 5,361,553 13,272,119
opportunity
940360 Wooden furniture for other use Missed 15,079,135 22,105,548
opportunity

Sources: UN Comtrade database; The Conference Board of Canada.

Step 6: Exclude Commodities With Significant Social or Environmental
Concerns or That Have Poor Future Market Prospects

The TPSA project engaged Trade Facilitation Office (TFO) Canada to narrow the list further by conducting
a desk analysis of the 14 commodities/commodity groups listed in Table 8 based on the following factors:
» market factors that are not evident in the historical trade data—e.g., prospects for the commodity;

» social and environmental sustainability.

Based on TFO's desk analysis, the following six commodities or commodity groups were excluded by the
TPSA project from further consideration:

e crab (HS 160510)

e snails (HS 160558)

e cinnamon (HS 090620)

e cocoa (HS 180500)

» golf bags, tool bags, and other containers (HS 420292)

o metal furniture (HS 940320 and HS 940179)

Identifying High-Potential Indonesian Commodities to Export to Canada 24




7
Y

D

&%

)
%

4
4

&

This left the following eight commodities/commodity groups:
« apparel: coats, jackets, and blazers (CJB)

» apparel: dresses, shirts, shorts, and trousers (DSST)

e coconut and palm sugar

« coconut oil

» coffee

» footwear

* pepper

» wooden furniture
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Step 7: Narrow List to Final Three Commodities/Commodity Groups Using
Eight Criteria

The choice of the final three commodities was based on the evaluation framework described below and
was supported by evidence and analysis provided by TFO Canada and gender equality, environment, and
trade experts at TPSA. The purpose of the evaluation criteria was to select three commodities that have
the highest potential for export to the Canadian market. These three commodities will receive in-depth
capacity development and support by the TPSA project to improve their export capacity.

The framework was comprised of the following eight criteria:
1. Global market growth potential:
— Is the world market for the commodity growing?
— Is the world market share for the commodity growing?
— Is Indonesia increasing its share in world markets for that commodity?
2. Canadian market growth potential:
— Is the Canadian market for the commodity group growing?
— Is the commodity increasing its share of total Canadian imports?
— Are there specific characteristics that make the Canadian import market particularly attractive?
3. Trade barriers: The extent to which trade barriers exist for Indonesian exporters to Canada.
4. Indonesian sector support: The extent to which the commodity group is a national priority as
evidenced by favourable national policies or initiatives.
5. Poverty impact: The extent to which project activities in the commodity group will have an impact on
poverty reduction.
6. Job creation: The extent to which the commodity group will generate stable jobs that pay fair wages.
7. Gender outcomes: The extent to which the project can improve gender outcomes in the commodity
group.
8. Environmental outcomes: The extent to which the common economic practices in the commaodity
group generate significant adverse environmental effects.

The methodology used to assign points for each criterion is explained in Table 9.
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TABLE 9

EVALUATION FRAMEWORK
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Criterion Scoring Notes

]

e

0

Global market » Indicator 1. Is the world market for the commodity growing?
growth potential Yes = 1 point; No = 0 points

Calculated as the compound annual growth rate (CAGR) of the value of total
world exports of the commodity between 2006 and 2014.

» Indicator 2: Has the commodity accounted for a larger share of world exports
between 2006 and 2014? Yes = 1 point; No = 0 points

Calculated as:

The value of world exports of the commodity

The value of world exports of all commodities

» Indicator 3: Has Indonesia increased its share of world exports for the commodity
between 2006 and 2014? Yes — 1 point; No — 0 points

Calculated as:

The value of Indonesia’s world exports of the commodity

The value of total world exports of the commodity

Canadian market » Indicator 1. Has the value of Canadian imports of the commodity grown between
growth potential 2006 and 2014? Yes = 1 point; No = 0 points

Calculated as the compound annual growth rate (CAGR) of the value of Canadian
imports of the commodity between 2006 and 2014.

» [Indicator 2: Has the commodity accounted for a larger share of Canada’s import
market for the commodity between 2006 and 20147
Yes = 1 point; No = 0 points

Calculated as:

The value of Canadian imports from Indonesia of the commodity

The value of Canadian imports from the world of the commodity

« Indicator 3: Are there specific characteristics that make the Canadian import
market particularly attractive, e.g. price trends, growth potential, differentiation
opportunities? Yes = 1 point; No = 0 points

Calculated by expert judgement
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Trade barriers How many of the following types of barriers to exporting to Canada does Indonesia
face for the commodity:
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1. Export capacity development constraints
2. Regulatory barriers
3. Other barriers to exporting (e.g., infrastructure, finance, etc.)

Calculated as:
— 3 points if there are no important barriers to exporting to Canada;
— 2 points if only one type of the above-listed barriers to exporting to
Canada exists;
— 1 point if two types of the above-listed barriers to exporting to Canada exist;
— 0 points if all three types of the above-listed barriers to exporting to
Canada exist.

Indonesian sector  Is the commodity/sector a government priority?
support
Calculated as:
— 3 points if the commodity is a clear national priority as evidenced by a range
of national policies and public-/private-level initiatives;
— 2 points if the commodity is subject to favourable national policies, yet
limited public-/private-level initiatives exist;
— 1 point if the commodity is subject to limited favourable national policies and
limited public-/private-level initiatives;
— 0 points if the commodity is not a national priority, as evidenced by a lack of
national policies and/or public-/private-level initiatives for the sector.

Poverty impact How much potentialis there for the project to reduce poverty in the sector and the wider
community?

Commaodities receive a score between 0 (minimum impact on poverty reduction)
and 3 (large impact on poverty reduction). The scores are based on expert evalua-
tion of whether the sector has a large number of poor people and whether there are
large numbers of poor people in the commaodity supply chain.

Job creation How many and what type of jobs are created by the commodity sector?

Calculated as:

— 3 points if the commodity sector generates many stable jobs that pay fair
wages;

— 2 points if the commodity sector generates many jobs, but the employment
is short-term, contract-based with little job security, and/or the wages are
not fair;

— 1 point if the commodity sector generates a moderate number of jobs, and
the employment is short-term, contract-based with little job security, and
the wages are not fair;

— 0 points if the commodity sector generates few jobs.
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Calculated as: %Qg
— 3 points if there is high potential;

— 2 points if there is moderate potential;
— 1 point if there is limited potential;

— 0 points if there is no potential.

Environmental Do the sector's common economic practices generate significant adverse environmen-
outcomes tal effects?

Calculated as:

— 3 points if the sector's common economic practices generate minimal
adverse environmental effects;

— 2 points if the sector's common economic practices generate moderate
adverse environmental effects;

— 1 point if the sector's common economic practices generate significant
adverse environmental effects in many areas, but a few good environmental
management practices or examples exist;

— 0 points if the sector's common economic practices generate significant
adverse environmental effects in many areas, with no examples of good
environmental management practices.

Table 10 provides an overview of the final scores for each commodity group examined under the TPSA
project. The detailed scoring rationales are presented in Appendix A.
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Based on the evaluation framework, the three commodity groups recommended for in-depth capacity
development and support under the TPSA project are:

1. Footwear

2. Coffee

3. Apparel (DSST—dresses, shirts, shorts, and trousers)

»

&
&

A
P8

]

e

0

Most importantly, all three commodity groups have seen growth in the Canadian market and opportunity
exists for Indonesia to capture a greater share of the Canadian market.

Conclusions

The TPSA project aims to reduce poverty and increase sustainable economic growth in Indonesia by
expanding Indonesian exports to Canada and encouraging Canadian investment in Indonesia. To achieve
the project's goal of expanding Indonesian exports to Canada, project activities will focus on three com-
modities exported by Indonesian SMEs that have a good chance of success in the Canadian market. The
methodology to select the commodities centred on their comparative advantage, competitiveness type,
and whether the commodity is commonly produced by SMEs, as well as analysis of market, social, and
environmental factors. Based on the analysis, three commodities rose to the top of the list and were cho-
sen as the project's target commodities: footwear, coffee, and apparel (DSST).
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