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VIEWS AND SUGGESTIONS 
 

I. Advantages of RBL 

 

• The instrument builds a result orientation culture. Large state owned enterprises (SOE) 

such as Perusahaan Listrik Negara (State Electricity Corporation) (PLN) have fairly 

developed monitoring and reporting systems and are used to account for their activities 

and achievements to the Ministry of State-Owned Enterprises. In some cases, however, 

the systems can be improved. For example, the ADB RBL introduced a contract 

monitoring system to allow the detection of unusual trends in bidding and contract 

awards, that can trigger more in-depth controls. The system will be generalized to 

reporting on all power distribution contracts in Indonesia, beyond the program area of 

Sumatra.  

• Setting targets for expansion of energy sales under ADB’s RBL program also indirectly 

provides a stimulus for the timely achievement of the Sumatra power generation targets, 

even though this component is not part of ADB’s RBL, because additional power 

generation supply is needed to meet sales targets. 

• Development of a results culture is even more important when RBL involve provincial 

and local levels of government. Nearly 50% of the public budget is transferred to 

provincial and local authorities, but reporting and monitoring systems on the use of funds 

are still underdeveloped and are not applied evenly. RBL in irrigation or education could 

contribute to a culture change, and improve monitoring and reporting, since 

disbursements are linked to results. 

• RBL allows the use of country systems. An ongoing assessment of environmental and 

social safeguards shows that the differences between Indonesian and ADB systems are 

not very large. Some discrepancies concern the advance divulgation of environmental 

impact assessments and the provisions on indigenous people, but in general the 

differences are small.  

• The modality has promoted the rapid adoption by the Government of regulations and 

instructions that allow direct lending to state enterprises and utilities with Government 

guarantee, expanding the country’s ability to resort to external financing for its ambitious 

development programs outlined in the National Medium Term Development Plan 2015-

2019. 

• Processing of RBL is considerably faster than traditional investment loans because 

procedures for direct funding of SOEs with government guarantee are more streamlined. 

Traditional investment projects require inclusion in a “blue book” and “green book”, 

annual parliamentary approval, and more lengthy procedures that can easily last 3-4 

years. 

• Selection of DLI that are already part of a Government program or SOE key result areas 

ensures that monitoring of the ADB RBL targets is embedded in ongoing monitoring 

activities. On the other hand, any new indicators or improvements to monitoring and 
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reporting systems developed for the RBL operation are likely to be generalized to the 

whole government program, strengthening systems, capacity, and results orientation. 

• Direct lending to SOEs with government guarantee allows Indonesia to better leverage 

its external debt capacity, because guarantees are counted at a fraction of the full value, 

equivalent approximately to the premium that would be paid for such guarantee. This 

allows the government to externally finance more infrastructure or other social 

expenditure for a given level of external indebtedness. 

 

II. Disadvantages of RBL 

 

• The current procurement package ceilings and exclusion of category A components limit 

the ability to utilize RBL for larger investment requirements (e.g., large scale power 

generation, greenfield transmission projects) that are sometimes an integral component 

of a sector program. Under ADB’s current RBL policy, these components are excluded 

from ADB financing. This also precludes use of project preparation technical assistance 

support for their feasibility study and design. 

• While partial disbursement of DLIs may be allowed, a clear minimum achievement 

threshold for partial disbursement should be specified by the project team and in the 

loan agreement, to avoid uncertainty. 

• Definition of DLI requires intensive discussion and analysis. Government plans tend to 

set very ambitious – but not very realistic – targets, and cannot be translated at face 

value into DLI indicators. This can lead to the perception that the finally negotiated DLIs 

are not sufficiently ambitious, when in fact they are, in comparison with past experience. 

It is important to clarify how specific targets were defined to be both ambitious but 

realistic. 

 

III. Other Observations about RBL 

 

• An RBL program only requires the certification of targets and does not require the 

borrower to identify the specific location of investment. On the other hand, Indonesian 

authorities require clear expenditure identification to disburse budget to the 

implementing agency or level of government (e.g., ADB disburses against re-

conductoring of a certain number of km of transmission lines, whereas the Government 

wants to know where those transmission lines are). 

• If it is important to earmark funds to the executing agency budget, or to decentralized 

units of government to ensure sufficient financial support for implementation, the RBL 

operation must be identified as a project in the Indonesian system.  This will ensure that 

funds flow to a special account at the Ministry of Finance, and from there to the 

implementer. If, on the other hand, the sector already receives sufficient funding  and the 

main goal of the operation is to focus on policy reforms and quality improvement, then a 

program modality is feasible, whereby the funds are disbursed to the general budget. 

 


