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 COUNTRY PARTNERSHIP STRATEGY FORMULATION 
 
1. Consultations. Four workshops were held in 2009-2010 in preparation of the 
diagnostic study on Indonesia’s development constraints.1 Consultations with line ministries 
and government agencies were also initiated by country team members on sector strategies 
and thematic assessments. On 26 November 2010, the National Development Planning 
Agency (Bappenas) organized a CPS kick-off workshop. Seventy participants from various 
government agencies, including Bappenas, Ministry of Finance (MoF), Coordinating Ministry 
for Economic Affairs, and other executing agencies involved in ADB’s programs and projects 
participated in the workshop.   
 
2. A formal consultation on the CPS with bilateral and multilateral partners representing 
17 agencies was held in March 2011. Formal consultations with central and local 
governments, civil society organizations and the private sector were held in March and April 
2011 in Makassar, Pontianak, Medan, and Jakarta. Around 50−70 participants attended 
each of the regional consultations, which were co-hosted by Bappenas, with the participation 
and support of the Ministry of Finance (MoF). The organization of regional consultations was 
facilitated by a local nongovernment organization (NGO).2 
 
3. In mid-2011, the government embarked on a review of its medium-term external 
borrowing policy. The key elements of the government’s revised borrowing policy with 
respect to foreign loans are (i) a balanced budget target by 2014; (ii) reduction in public debt 
to gross domestic product (GDP) ratio to at most 22%, preferably 20%; (iii) gradual decline 
in the share of foreign loans in public borrowing; (iv) expected gradual decline in policy-
based loans depending on the Government’s financing requirements while projects financed 
by foreign borrowing to focus primarily on infrastructure and energy3; and (v) focus on 
improved foreign loan disbursement underpinned by introduction of “performance contracts” 
signed by the executing agencies, and addressed to MOF and Bappenas. The government’s 
emerging policy on development cooperation consists of three pillars: (i) capacity 
development; (ii) investment leverage; and (iii) international cooperation. It emphasizes (i) 
support for its pro-growth, pro-job, pro-poor, and pro-environment agenda; (ii) results-
orientation; (iii) innovative activities that can be subsequently replicated with financing from 
domestic sources; (iv) transfer of technology and knowledge; (v) leveraging investment, 
notably through public-private partnerships (PPPs); and (vi) international cooperation (Group 
of 20, South-South Cooperation, among others).   
 
4. Final review of previous CPS and Special Evaluation Studies. A final review of 
the CPS for 2006-2009 was prepared by the country team, and subsequently validated by 
ADB’s Independent Evaluation Department (IED).4 IED also prepared two special evaluation 
studies (SES) on ADB’s support to decentralization in Indonesia and on ADB’s multi-sectoral 
approach to urban services development in Indonesia.5 Development Effectiveness 
Committee (DEC) meetings were held for each of these. The table below provides a 
summary of IED’s and DEC’s recommendations on the Final Review Validation and the SES 

                                                 
1 Asian Development Bank (ADB), International Labour Organization (ILO), Islamic Development Bank (IDB). 

2010. Indonesia: Critical Development Constraints. Manila. 
2 Yayasan Bakti (Makassar), Yayasan Dian Khatulistiwa (Pontianak), and Yayasan Bitra (Medan). 
3 Infrastructure and energy, according to government classification, includes water resources and irrigation, 

transportation, human settlements and housing, as well as energy, telecommunication and informatics.  These 
correspond to ADB sector classification as agriculture, natural resources and environment; transportation and 
information communication technology; water supply and other municipal infrastructure services; and energy.   

4 ADB. 2010. Supplementary Country Strategy and Program Final Review: Indonesia, 2006–2009. Manila. paras. 
45-48.; ADB. 2011. Indonesia: Country Strategy and Program, 2006–2009 -- Final Review Validation. Manila. 
paras. 37-39.   

5 ADB. 2010. Special Evaluation Study: ADB Support for Decentralization in Indonesia. Manila, and ADB. 2010. 
Special Evaluation Study: Indonesia: Has the Multi-subsector Approach Been Effective for Urban Services 
Assistance?  Manila. 
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on multi-sector approach to urban services development.  Recommendations from SES on 
decentralization are incorporated in Sector Assessment (Summary): Public Sector 
Management.   
 

Final Review Validation Recommendations and Responses 
Recommendation Country Partnership Strategy Approach 
A medium- to long-term commitment and flexible 
approach to policy and institutional reform is needed. 

Policy-based support will be focused on areas where 
ADB has had long-term engagement with the 
government and with the intention of deepening and 
broadening policy and institutional reforms in these 
areas. Currently, policy-based lending in financial 
sector and for domestic connectivity is envisaged. The 
financial sector program succeeds a series of support 
ADB has provided since 1988 starting with the banking 
sector and moving towards capital markets. The 
connectivity program supports a key government 
priority and follows a broader infrastructure reform 
program implemented during 2006-2010.  

ADB assistance should be focused and selective 
through forging partnerships; limiting the number of 
programs, focusing on Strategy 2020 core sectors, and 
emphasizing those subsectors where ADB has a 
strong track record and can play a catalytic role. 

The areas selected for ADB support will be based on 
(i) strong government preference for ADB support, and 
(ii) ADB’s comparative advantage, comprising Strategy 
2020 core sectors. ADB support is envisaged in six 
sectors, all of them in Strategy 2020 core areas, and 
public sector management (with a focus on 
decentralization) as a facilitating sector. In each of 
these sectors, the subsectors will be selected based 
on government’s preference and in which ADB has 
revealed comparative advantage.  

ADB’s support will need to be responsive to the 
government’s evolving borrowing preferences . 

ADB will remain flexible to respond to the 
government’s evolving borrowing preferences. 

Multi-sector Urban Development SES Recommendations and Responses 
Recommendation Country Partnership Strategy Approach 
(i) The multi-subsector approach (vis-à-vis other 
approaches) should not be adopted in urban projects 
unless there are agreements between the government 
and ADB on experience of PMU and/or PIU; 
procedures for financing mechanisms; strategy, in the 
form of a master plan or a local champion for the 
project; and implementation management.   

(ii)  If local conditions do not favor adoption of a multi-
subsector approach, then ADB should adopt a sector-
specialized approach with fewer components (e.g., the 
conventional three components of water supply, 
sanitation, and capacity building). 

(iii)  There should be a financing scheme that strongly 
supports the multi-subsector approach. If a city or a 
district meets the agreements in recommendation (i), 
then the availability of flexible financing-such as a loan 
or grant that could be used across various subsectors 
to allow cost savings from capital expenditure in one 
subsector to be flexibly transferred for investment in 
another, and thus realize vertical or geographical 
integration-would constitute an opportunity to adopt the 
multi-subsector approach. 

(iv)  A focused and long-term vision of ADB's role in 
capacity building should be developed.  In addition, 
ADB should critically examine how it can achieve 
better results through short term capacity-building 
efforts within the span of project implementation. 

Currently, ADB has no plan to support large-scale 
integrated urban development projects.  ADB will adopt 
a sector-specialized approach with few components in 
urban projects. The financing mechanisms will be 
simple and flexible. Capacity development and 
partnerships will be emphasized. 

The Metropolitan Sanitation Management Project will 
have a limited sectoral scope, one executing agency, 
and minimize the number of agencies involved to 
ameliorate coordination problems. Capacity 
development support will be provided, in partnership 
with AusAID, to help the executing and implementing 
agencies improve the institutional setup; formulate and 
implement cost-recovery tariffs for sustainable 
management of sanitation facilities; and to raise 
awareness among affected households on the benefits 
of improved sanitation.  

The Neighborhood Urban Shelter Sector Project II also 
has one executing agency, and streamlines 
implementation arrangements in order to increase the 
likelihood of success. This project adopts a community-
driven development approach to provide basic 
infrastructure in poor urban neighborhoods, in which 
communities prioritize, select, design and implement 
projects with the help of facilitators, which further 
enhances its likely effectiveness and efficiency. It will 
be selective and realistic in its scope. It will follow the 
government’s block-grant financing scheme.    

Source: ADB 




