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DEVELOPMENT COORDINATION 
 

A. Major Development Partners: Strategic Foci and Key Activities  
 
1. Multilateral development banks, notably the Asian Development Bank (ADB) and the 
World Bank, provide external support to governance and public financial management initiatives 
in Indonesia. Australia, Japan and the United States are among the countries providing bilateral 
aid. United Nations agencies also provide funding under the United Nations Development 
Programme. Policy and institutional reforms, and capacity building initiatives to improve 
government accountability have been provided particularly in the decentralization era since 
2001. 
 
2. Asian Development Bank. ADB has made an important contribution to the reform of 
public audit through the State Audit Reform Sector Development Program.1  Implemented from 
2004 to 2010, the program comprised a program loan of $200 million, an investment loan of $25 
million, two technical assistance (TA) projects, and a $10 million grant, co-financed by the 
Government of the Netherlands. The project helped establish the foundations for a strong public 
audit system by formulating and implementing a mixture of policies and capacity building 
activities, covering 27 pilot provinces and 50 regencies. ADB has been actively helping the 
government with procurement reform through a series of TA projects, with recent support 
focused on assisting Lembaga Kebijakan Pengadaan Barang/Jasa Pemerintah (LKPP – 
National Public Procurement Agency) to build its capacity and to operationalize e-procurement. 
 
3. World Bank. The World Bank, through its $112.6 million Scholarships Program for 
Strengthening Reforming Institutions Project, provides assistance to the Government of 
Indonesia and participating agencies to build capacity by strengthening human resources in 
core functional areas, and to enhance capacity to initiate and manage reforms. The program 
has three components. First, a degree scholarship program for the Ministry of Finance This 
includes two subcomponents: (i) competitive selection of candidates and provision of language 
training for selected candidates; and (ii) award of scholarships for overseas and joint domestic 
and overseas degrees to successful candidates in fields relevant to the work of the Ministry of 
Finance. The second component provides degree scholarships and non-degree training for the 
National Development Planning Agency (BAPPENAS) cluster of participating agencies. This 
also includes two subcomponents: (i) competitive selection of candidates and provision of 
language training for selected candidates; and (ii) award of scholarships for domestic, overseas, 
and joint domestic and overseas degrees as well as overseas and domestic non-degree training 
for successful candidates in fields relevant to the work of the respective participating agency. 
The third component is program support, i.e., providing support to help implement, monitor, and 
evaluate the program. The project starts in 2011 and ends in 2017. 
 
4. United States Agency for International Development. The agency’s Strengthening 
Integrity and Accountability Program supports good governance and economic growth in 
Indonesia by strengthening integrity and accountability in government agencies, mainly in 
national agencies. The program assists efforts of key accountability agencies, such as the 
Corruption Eradication Commission (KPK) and the Supreme Audit Body (BPK), largely through 
TA and trainings. The program also supports strengthening political integrity and accountability 
by reducing the influence of “money politics.” This will include efforts to strengthen the 
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regulation of political finance through effective oversight and enforcement. The program is 
structured for 3 years (2011–2014) with the possibility of a 2-year extension, with a total funding 
of $13 million maximum. 
 
5. Australian Agency for International Development. In 2005 the agency began 
implementing the Government Partnership Fund, a 5-year program (A$50 million) to build 
Indonesia's economic, financial, and public sector governance capacity and other priorities 
determined by the Joint Commission.2  During the program, 338 Australian and Indonesian 
officials exchanged skills and experience in various areas of expertise, including auditing, 
macroeconomic forecasting and modeling, risk-based financial market supervision, prospectus 
review, surveillance and enforcement, ombudsman services, Cabinet processes, and monetary 
policy under inflationary targeting. 
 

Major Development Partners  

Development Partner   Project Name Duration 

Amount
($ 

millions) 
Public Sector Management 
ADB State Audit Reform Sector Development Program 2004-2007 200.0 
 State Audit Reform Sector Development Project 2004-2011 25.0 
AusAid Government Partnership Fund 2005-2010 50.0 
USAID Strengthening Integrity and Accountability Program 2011-2014 13.0 
World Bank Indonesia Support Public Financial Management Multidonor 

Trust Fund 
2006-2012 12.0 

 Scholarships Program for Strengthening Reforming Institutions 
Project 

2011-2017 112.6 

    
Sources: Asian Development Bank, AusAid, USAID, World Bank
 
B. Institutional Arrangements and Processes for Development Coordination  
 
6. The National Development Planning Agency (BAPPENAS) and the Ministry of Finance’s 
Directorate General for Fiscal Balance (DGFB) have maintained responsibility for the overall 
coordination among development partners both in the PFM and decentralization reform.  The 
development partners have taken advantage of the Indonesia Support for the PFM Multi Donor 
Trust Fund 2007 as a forum for coordination with the government and amongst the development 
partners. In the decentralization reform, development partners are working together to 
coordinate their assistances through the Donor–Government Working Group on 
Decentralization both held by the BAPPENAS and DGFB.   
 
7. During the design phase of this project, ADB has closely consulted with both the 
Working Group through its formal forum and with the individual development partners. ADB also 
ensures that the project build upon lessons learned from past projects of the other development 
partners. In the project implementation stage, ADB will continue its existing coordination in 
development partner coordination in the PFM area.  
 
 
 

                                                 
2 The Joint Commission is the highest decision making body of the Australia-Indonesia Partnership for 

Reconstruction and Development (AIPRD). Membership of the joint commission comprises the foreign ministers of 
Australia and Indonesia, as well as economic ministers from each country. 
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C. Achievements and Issues  
 
8. In the past five years, with support from development partners, Indonesia has made 
significant improvement in public financial management (PFM).  In almost all areas of PFM, 
sufficient legal and regulatory, as well as institutional frameworks are in place, and the thrust 
has shifted towards implementation of new PFM practices. As a result, the government marked 
an improvement in budget controls and reporting, notably the 2009 audited financial statements 
were the first to achieve a qualified audit opinion. This opposes to the previously disclaimer 
audit opinion. Around 40% of ministries and agencies received unqualified audit opinion. The 
government has set a 100% target to achieve unqualified audit opinion for all of central 
government ministries and agencies, and 60% of unqualified for local governments by 2014 
(from 2.74% in 2009).  Focus for approved development partners support projects beyond 2009 
is targeted at capacity development to strengthen internal audit and PFM capacity, particularly 
at the sub-national level.  
 
D. Summary and Recommendations  
 
9. ADB has been proactively engaged in addressing governance and socioeconomic 
challenges resulting from inadequate capacity to manage public resources. ADB interventions 
include projects directed at improving coverage of socioeconomic services and sustainable 
strengthening of capacity. The 2003–2011 Sustainable Capacity Building for Decentralization 
Project was directed at strengthening local governments’ capacity and governance to improve 
administrative, fiscal, and service delivery. ADB has also focused on public financial 
management, particularly in relation to decentralization reform. The local government finance 
and governance reform programs, through the policy reforms program loan, which supported to 
enhance the development effectiveness and efficiency of local governments’ public services 
delivery. Local governments have inherited enormous responsibilities without adequate 
preparation and capacity. In addition to governance concerns, delivery of public services has 
been impeded by administrative weaknesses in implementation as well as financial 
management, auditing, and accounting. The program includes an integrated package of support 
comprising a program loan to support reforms that rationalize and strengthen the policy, legal, 
and regulatory framework; project support to strengthen the local capacity for financial 
management, and TA support to strengthen the capacity of the new institutional mechanism to 
coordinate decentralization reforms. From the fiscal dimension, the intervention is expected to 
strengthen and harmonize the framework for planning, budgeting, and financial management. 
Together with this program loan package, the State Accountability Revitalization (STAR) project 
will improve accountability of the government in public financial management activities. Recent 
regulations, such as Presidential Regulation 59/2012, which institutionalized capacity building at 
the regional governments, will complement the STAR project to ensure its sustainability. 
 




