
Country Partnership Strategy: Indonesia, 2012–2014 

SECTOR ASSESSMENT (SUMMARY): EDUCATION1  
 
Sector Road Map 
 

1. Sector Performance, Problems, and Opportunities 
 
1. Sector situation. Indonesia’s economic performance has been impressive since 
2001 but remains below the levels achieved before the 1997 Asian financial crisis. The 
government has launched its Masterplan for the Acceleration and Expansion of Indonesia 
Economic Development, 2011–2025 (master plan), which seeks to achieve a country which 
is self-sufficient, advanced, equitable, and prosperous. The critical constraints to achieving 
this are inadequate and poor infrastructure, weaknesses in governance and institutions, 
unequal access to education, and poor quality education with limited labor market relevance. 
This is particularly true for secondary and vocational education and training (VET).2   

2. The government recognizes education’s vital role in fostering long-term inclusive 
growth and reducing poverty and inequality. The National Medium-Term Development Plan 
(RPJMN), 2010–2014 and the master plan emphasize the importance of the education and 
training system in helping Indonesia improve its competitiveness. There is strong 
commitment to education reform at the national and local government levels. Spending on 
education as a proportion of gross domestic product (GDP) reached 4.8% in 2010, 
representing 20% of public spending. About 63% of education spending is at the subnational 
level. Public spending on higher education has increased threefold since 2005 but still 
represents only 0.45% of GDP (10% of the education budget). Only 7% of government 
spending goes to private higher education institutions (HEIs), which account for two-thirds of 
higher education enrolments.   

3. Formal education is divided into three levels (primary, secondary, and higher); and is 
provided by public and private providers. General education (K-12) is supervised by the 
Ministry of National Education (MONE) and the Ministry of Religious Affairs. Senior 
secondary education comprises general education and VET. Since the implementation of 
decentralization in 2001, district governments have been increasingly responsible for 
managing general education services. The higher education sector includes polytechnics 
and universities, which are overseen by MONE and other ministries.  

4. In 2009, Indonesia had some 43 million pupils enrolled in general education.  
Indonesia has almost universal primary enrolment, with a net enrolment rate (NER) of 95% 
in 2009. The secondary NER was much lower (69%) but has been climbing. In 2009, some 
4.8 million students were enrolled in higher education. There is significant private provision 
at the higher education level—fully 97.3% of HEIs in 2010 were private.   

5. Subsector issues. There are large disparities in enrolments and quality throughout 
the education system. Schools in remote rural communities are disadvantaged in the quality 
of school facilities, and teaching and learning inputs. While considerable progress has been 
made in expanding access to basic education, Indonesia is now challenged to (i) strengthen 
education quality; (ii) improve overall sector management; and (iii) improve the access, 
quality, and relevance of its higher education system.     

6. Vocational education and training. Indonesia's formal VET system has more than 
7,500 vocational senior secondary schools, of which 70% are private, with a total enrolment 
of about 3.1 million. The Directorate General for Nonformal and Informal Education in MONE 
administers an equivalency program that allows participants with skills developed in the 
informal system to achieve qualifications recognized in the formal system. In addition to 
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equivalency programs, both public and private institutions offer short-term informal training 
opportunities. These programs focus on preparing workers and trainees to enter the job 
market with specific, upgraded skills; and are operated largely under the Ministry of 
Manpower and Transmigration.    

7. Higher education. Expanding access to quality higher education is a priority 
concern. Higher education has expanded rapidly in recent years, but its capacity remains too 
low for the fast-growing number of students graduating from senior secondary schools. The 
gross enrolment ratio (GER) in higher education was 18.3% in 2009, up from 2% in 1975. All 
study programs offered by HEIs are registered officially by MONE’s Directorate General of 
Higher Education (DGHE). In 2010, the DGHE registered over 16,000 study programs.     

8. At the polytechnic level, enrolments are divided fairly equally between the public 
(53%) and private (47%) sectors. Local governments have recently established polytechnics 
with their own funds to meet local demand and promote regional development. In 2009, 
these represented less than 3% of higher education enrolments. Polytechnics offer a large 
number of programs—generally three-quarter diploma programs. Curriculum development is 
undertaken by polytechnic academic staff; hence, the curricula often lack vocational content 
or industry relevance. Though intended to provide technical skills to graduates from senior 
secondary schools, polytechnics are often seen as an alternative pathway into university, 
which encourages high enrolments from academic secondary schools. Polytechnic entry 
requirements do not recognize vocational training received in schools.        

9. Constraints in vocational schools. Despite some progress, VET at the senior 
secondary level continues to suffer from weak linkages to the labor market, lack of qualified 
teaching staff with technical experience, inefficient resource management and weak 
coordination across the system, and limited use of alternative modes for skills training. The 
result is low quality and limited relevance of the skills taught.  

10. Constraints in higher education. Despite progress, access to higher education 
remains low, both in absolute terms and compared to neighboring countries such as the 
People’s Republic of China, Malaysia and Thailand.3 Disparities in access exist across a 
range of dimensions, including gender, incomes, and geography. Of those enrolled in 
universities, 70% are drawn from the richest quintile of the population. Nongovernment 
scholarship programs exist, but are limited. The higher education system has progressed in 
recent years. In 2010, Indonesia ranked 66th on the Higher Education and Training Sub-
index of the World Economic Forum’s Global Competitiveness Index (WEF-GCI), up from 
72nd in 2005.4 The sector’s role in supporting innovation is limited, as measured by 
indicators such as patents granted, journal publications, and the number of researchers in 
research and development (R&D).5 This is due to weak university–industry linkages (38th in 
the WEF-GCI in 2010), curricula and programs that lack labor market relevance, and 
insufficient system capacity to undertake world-class research.   

2. Government’s Sector Strategy  

11. The RPJMN, 2010–2014 calls for human resources development to focus on the 
improvement of the quality and relevance of VET and higher education in line with 
international standards. The two phases of education reform reflected in the National 
Education Sector Strategic Plans (RENSTRA), 2005–2009 and 2010–2014 also reflect the 
government’s intention to modernize the education sector. A comprehensive program of 
legislative and regulatory reforms has been implemented, which has helped to better define 
the accountability, authority, and division of responsibility across the education sector. The 
Higher Education Long-Term Strategy, 2003–2010 aimed to enhance national 
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competitiveness by improving quality, access, and equity; and by providing more autonomy 
to HEIs. Specific policies and strategies for polytechnic development are largely absent. The 
split in responsibilities for VET within MONE and the lack of specific policies and strategies 
for polytechnic development contribute to the lack of a clear vision and mission for 
polytechnics and unclear connections between vocational schools and polytechnics. 

12. The master plan, which is intended to support and complement existing development 
plans, will have major implications for Indonesia’s skill development needs. Implementation 
of its eight programs, which involve 22 activities, will integrate three elements: (i) developing 
regional economic potential in six economic corridors, (ii) strengthening national 
connectivity, and (iii) strengthening human resource and science and technology capacity to 
support the development of the programs and activities in each of the economic corridors.   
 

3. ADB Sector Experience and Assistance Program  

13. Development partners. Since 2001, the education sector has received about 
$2.1 billion in external assistance from multilateral and bilateral agencies, of which 60% went 
to primary and secondary education. The main development partners are the Australian 
Agency for International Development (AusAID), the World Bank, and the European 
Commission, followed by the United States Agency for International Development (USAID), 
German development cooperation through GIZ, the Netherlands, and Japan. AusAID and 
the European Commission have prepared a large Education Sector Support Program, 2010–
2014. Support to VET remains limited, with the only significant support from German 
development cooperation and ADB. Assistance to higher education is growing, with projects 
from the World Bank and Japan International Cooperation Agency (JICA), and a planned 
project from the Netherlands. AusAID’s non-scholarship assistance to higher education is 
small, although it is expected to be scaled up.   

14. External assistance has been delivered through a wide range of projects and 
modalities, which risks fragmentation and duplication. As most of these projects are pilot 
tested in a limited number of districts, it has been challenging to feed lessons into system-
wide reform. In addition, sector policy implementation has been adversely affected by the 
absence of an effective capacity development strategy. 

15. The Asian Development Bank (ADB) has been an important development partner in 
the education sector since 1975, providing assistance through 32 loans totaling $2.2 billion.6 
Since 2000, ADB’s assistance has helped improve basic education access and quality, and 
has played a pioneering role in developing the private school sector. Recent projects have 
fostered district and school-based management, a major thrust of the 2003 National 
Education Law and the decentralization laws. The channeling of funds directly to schools 
under the Decentralized Basic Education Project, 2000–2010 and the Madrasah Education 
Development Project, 2006−2011 has ensured that most funding has been used to promote 
school-based management to improve quality and access. The Indonesia Vocational 
Education Strengthening Project also employs a school-level approach to revitalize 
vocational schools. Through an innovative system of competitive grants, the Technical and 
Professional Skills Development Project awarded funds to selected universities and 
polytechnics to increase quality and relevance.    

16. Lessons learned and good practice. The school-based approach proved an 
effective strategy to support the nascent structures and capacities for the decentralization of 
school services. As these systems are now well established, future ADB education 
interventions will place greater emphasis on strategic interventions to stimulate policy 
dialogue, foster reform, and scale up achievements aligned with other development partners’ 
interventions, and in accordance with the Jakarta Commitment on Aid Effectiveness. 
                                                 
6 ADB. 2011. Asian Development Bank and Indonesia: Fact Sheet. Manila. (Figures are as of 31 December 
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Programs will also be carefully aligned with key government policies and plans for the 
sector, particularly the master plan and the RPJMN, 2010–2014. 

17. Under a recent agreement, ADB is partnering with the European Union and the 
Government of Australia to improve management and performance through the Education 
Sector Analytical and Capacity Development Partnership (ACDP), 2010–2015. This grant 
facilitates analytical work and capacity development planning for reforms in education 
policies and financing, strategic planning, organizational change, quality improvement, and 
improved education information and communication systems.  

18. ADB’s future support in the education sector will focus on repositioning the education 
and training system to meet the human resource and science and technology requirements 
underlying the implementation of the master plan in the six identified economic corridors. 
This will include assisting the government to (i) improve education sector management 
through strengthening sector planning and management; (ii) support higher education 
system reform; and (iii) align educational provision with industry and community 
expectations and needs, as reflected in government policies including the master plan. The 
main vehicles for this will be the ACDP and the proposed Polytechnics Development Project.   

19. Ongoing ADB programs include a broad, integrated reform program for vocational 
education targeted at making it more market relevant, diversifying training opportunities 
through more flexible program offerings, and developing multiple pathways to provide a 
seamless VET system for high school graduates and workers. Reforms have begun at the 
vocational school level, with a program aimed at turning around vocational schools’ 
management and operations, making vocational schools more entrepreneurial institutions 
aligned with local labor market opportunities. A small, linked grant supplements these efforts 
by helping vocational schools to expand their services by offering short courses serving local 
workers’ needs. This builds bridges to local industry while generating much-needed income 
for the schools, and encouraging them to be more responsive to addressing local economic 
development needs. 

20. ADB’s future support will build on established partnerships to support the 
Government’s Education Sector Strategic Plans, the Higher Education Long-Term Strategy 
to strengthen education sector planning and management, and reform the higher education 
system to support implementation of the master plan. Lending support will contribute to (i) an 
increased role for higher education in driving innovation, including strengthened polytechnic–
industry linkages, development of public–private partnerships and increased private 
financing, and delivery of higher education; (ii) greater connectivity between Indonesian and 
foreign HEIs through the ACDP; (iii) stronger local government capacities to oversee and 
deliver education; and (iv) better integration between labor market requirements and supply 
from the higher and vocational education systems. Assistance will comprise the Polytechnic 
Development Project and a significant multi-partner technical assistance (TA) program to 
enhance knowledge and capacity development to strengthen policy setting, management, 
and oversight of the education system. The ACDP could also provide a vehicle for 
undertaking research to harmonize the Indonesian and neighboring education systems 
within the context of the Association of Southeast Asian Nations (ASEAN), particularly in 
areas such as skills standards and higher education.  

21. ADB interventions will address key constraints to girls’ and women’s access to higher 
education, in particular in traditionally male dominated quality skill development programs, 
and gender imbalances in institutional staffing and management. More equitable access will 
be encouraged through better targeted funding for female students, quotas for female 
enrolments in priority skill sectors, recognition of prior learning and improving labor market 
relevance, and the implementation of a social marketing campaign to promote female 
participation as well as to mobilize employers to recruit women in nontraditional trades.   
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Problem Tree Analysis for the Education Sector
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Sector Results Framework (Education, 2012–2014)  
 

Country Sector Outcome Country Sector Outputs ADB Sector Operations 
Outcomes with 
ADB Contribution 

Indicators with 
Targets  

and Baselines 

Outputs with ADB 
Contribution 

Indicators with Incremental Targets Planned and Ongoing 
ADB Interventions 

Main Outputs Expected from 
ADB Contribution 

General, vocational, 
and higher 
education are 
regionally 
competitive and 
relevant to the 
needs of society, 
business, and 
industrial sectors 

Primary education NER 
increases from 95% in 
2008 to 96% in 2014 

JSE from 72% in 2008 
to 76% in 2014 

Primary graduates 
continuing to secondary 
school rise from 90% in 
2009 to 97% in 2014 

GER for SSE rises from 
64% in 2008 to 85% in 
2014 

Higher education GER 
for 19–23 age group 
increases from 21% in 
2008 to 30% by 2014 

 

General and 
vocational school 
systems and higher 
education systems 
expanded, 
improved, industry-
relevant, and well 
managed   
 
 
 

Improve organizational performance 
including good governance, performance-
based budgeting, quality assurance, 
effectiveness, and efficiency measures 
Vocational schools with ISO 9001:2009 
certification increase from 6% in 2009 to 
100% in 2014, public universities from 17% 
to 100%, and private universities from 10% 
to 50%  

Accreditation of primary schools and 
Madrasah rises from 56% in 2009 to 90% in 
2015; for JSE from 40% in 2009 to 90% in 
2015; for vocational schools, polytechnic, 
and university programs from 70% in 2009 
to 90% in 2014 

Share of professionally trained principals 
and supervisors rises from 10% in 2010 to 
100% in 2014 
Qualified primary teachers increase from 
25% in 2009 to 88% in 2014, from 73% to 
98% for JSE, and from 91% to 98% for 
vocational schools 
All vocational schools have satisfactory 
workshops (60% in science laboratories by 
2014 (from 60% in 2009 for workshops and 
34% for science labs) 
Number of universities in THES Top 500 
universities rises from 3 in 2009 to 11 in 
2014  

Districts with a vocational school increase 
from 40% in 2009 to 85% in 2014 

Students on scholarships in higher 
education increase from 6% in 2009 to 20% 
in 2014 

Planned key activity 
areas:  
 
Strengthening higher 
education subsector 
(27%) 
 
Strengthening secondary 
education subsector 
(27%) 
 
Strengthening primary 
education sector (27%) 
 
Education sector 
development (19%) 
 
Pipeline projects with 
estimated amounts: 

Polytechnics Development 
Project ($75 million)  

Ongoing projects with 
approved amounts: 
 
Madrasah Education 
Development Project 
($50 million) 

Education Sector 
Analytical and Capacity 
Development Partnership 
($50 million) 

Vocational Education 
Strengthening Project 
($80 million) 

 

Improved sector laws, regulations, 
policies, and plans adopted 
Management information systems 
provide reliable data for planning 
and monitoring by 2015 
90 vocational schools upgraded by 
2015 
Number of polytechnic students 
enrolled in study programs in the 
five priority sectors from MP3EI 
increases by 25% to 45,575 by 
2015 (30% female) 
24,000 polytechnic students tested 
and certified to endorse standards 
in 20 revised diploma programs by 
2015 (20% female) 
Polytechnic graduates entering 
workforce increases by 25% to 
13,600 in five priority sectors by 
2015 (15% female)  
90 model vocational schools 
increase enrollment intake by 20% 
by 2012 
12,000 unemployed 3-year 
vocational middle school students 
or others assessed and certified 
through recognition of prior 
learning (30% female)  
Self-generated income from 
services to industry increases by 
20% by 2012 at 90 vocational 
schools  
Industry endorsement of 20 revised 
study programs that address 
identified needs by 2015 

 ADB = Asian Development Bank, GER = gross enrolment ratio, ISO = International Organization for Standardization, JSE = junior secondary education, MP3EI= Master Plan for the 
Acceleration and Expansion of Indonesian Economic Development, NER = net enrolment ratio, SSS = senior secondary education, THES = Times Higher Education Supplement. 
Sources: ADB. Forthcoming. Indonesia: Education Sector Assessment. Manila; World Bank. 2010. Indonesia Skills Report. Washington DC.  




