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I. BACKGROUND INFORMATION 

A. Validation Purposes and Procedures 

1. The objective of this validation report on the Indonesia 2006–2009 country strategy and 
program (CSP)1 final review2 is to (i) validate the final review; (ii) identify strategic issues and 
lessons, including providing additional insights to sharpen the operational relevance, efficiency, 
effectiveness, and impact of the Asian Development Bank (ADB) assistance in Indonesia; and 
(iii) produce an input for the preparation of a new country partnership strategy (CPS). 
 

2. The validation report is based on a desk review and the findings of an independent 
evaluation mission (IEM). The contextual review of the implementation of the CSP includes 
(i) country context and development goals, (ii) country strategy, (iii) sector-level outputs and 
outcomes, (iv) CSP implementation, and (v) ADB’s institutional performance. 
 

B. Summary of the Country’s Development Context and Government Plans 

3. The CSP was framed against an economy that was recovering from the 1997 Asian 
financial crisis, but still suffering from high levels of poverty and vulnerability. Indonesia saw 
rapid growth and declining poverty in the early 1990s, then economic deterioration and 
heightened poverty during 1997–2000, following the Asian financial crisis. After the crisis, the 
government’s macroeconomic program and focus on debt reduction led to low development 
spending, while private consumption became the main driver of growth. Progress toward the 
Millennium Development Goals (MDGs) was mixed. The government’s medium-term 
development plan (RPJM), 2005–20093 sought to raise levels of sustainable economic growth, 
create jobs, and accelerate achievement of the MDGs.     
 

4. At the time of the CSP formulation in 2006, the investment climate was discouraging 
domestic and foreign investors, and the country was losing competitiveness. The absence of a 
stable and consistent legal and regulatory environment, together with proliferating local taxes 
and regulations, were impeding investment. Infrastructure provision was lower than in many 
other countries in the region. Capital markets and nonbank financial institutions were relatively 
underdeveloped. Decentralization left many uncertainties in relations among and between levels 
of government, and weak local capacities. Low development spending was accompanied by 
weak public sector management. 
 

5. The 2006–2009 CSP was aimed at helping the Government of Indonesia achieve higher 
pro-poor sustainable growth and social development, with particular attention to governance 
and anticorruption measures in all operations. These were also the objectives of the 
government’s 2005–2009 RPJM. 
 

C. Summary of the Country Strategy and Program Coverage and Priorities and 
Coordination with Major Development Partners 

6. The two main pillars of the CSP were (i) fostering pro-poor, sustainable economic 
growth; and (ii) social development. The CSP set out five areas of engagement to address 
specific constraints, each with defined results indicators: (i) improved infrastructure and 
infrastructure services, including rural infrastructure; (ii) a deepened financial sector; 

                                                 
1 ADB. 2006. Country Strategy and Program: Indonesia, 2006–2009. Manila. The name for such documents were 

later changed to Country Partnership Strategy. 
2  ADB. Supplement to the Country Strategy: Indonesia, 2006–2009 Final Review, December 2010. Unpublished.  
3 National Development Planning Agency, Government of Indonesia. 2004. National Medium-Term Development 

Plan, 2005–2009. http://www.bappenas.go.id/ 
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(iii) improved decentralization; (iv) accelerated MDG achievement; and (iv) strengthened 
environment and natural resources management. 
 

7. ADB’s assistance program was to be coordinated through the policy dialogue for policy 
reform and global crisis response (e.g., Development Policy Support Program [DPSP], 
Infrastructure Reform Sector Development Program, and the Public Expenditure Support 
Facility), together with sector specific cofinancing for operations, e.g., in infrastructure, health, 
and local government financing. A list of projects in the lending assistance pipeline is in Table 1. 
 

II. VALIDATION OF THE COUNTRY STRATEGY AND PROGRAM FINAL REVIEW  

8. This section assesses the findings of the final review against the criteria of strategic 
positioning, program relevance, efficiency, effectiveness, sustainability, development impacts, 
and ADB and borrower performance, to derive the overall assessment. Lessons and 
recommendations based on the final review and the final review results matrix are also 
provided. 
 

A. Strategic Positioning 

9. This validation disagrees with the assessment of strategic positioning in the CSP final 
review as satisfactory and rates it partly satisfactory. ADB’s assistance was closely aligned with 
national priorities, as identified in the government’s 2005–2009 RPJM, which emphasized policy 
and institutional reform. Yet, according to the final review, the modalities envisaged by the CSP 
did not initially plan to use program loan modality often, and this validation believes this option 
should have been considered because the RPJM emphasized policy and institutional reforms. 
Subsequently, the assistance program had to deviate from the CSP during implementation. The 
CSP was aligned with ADB’s own broad strategies including the Poverty Reduction Strategy,4 the 
Medium-Term Strategy II (MTS II),5 and Strategy 2020.6 This was underpinned in the CSP by a 
detailed diagnosis of the binding constraints to development—the adverse investment climate, 
poor physical infrastructure, underdeveloped financial sector, inadequate decentralized capacities, 
weak natural resources management, low development spending, and weak public sector 
management. These, in turn, guided the selection of CSP focus areas and interventions, which 
were (i) infrastructure and infrastructure services, (ii) financial sector deepening, 
(iii) decentralization, (iv) MDG acceleration, and (v) environment and natural resources 
management.  
 

10. A lending and nonlending program was agreed around these focus areas, centered on 
group I and some group II priorities of ADB’s MTS II.7 Overall, these interventions spanned 
10 sectors. Planned ADB assistance for the 2006–2009 CSP was programmed to increase 
gradually from $550 million of ordinary capital resources (OCR) in 2006 to about $1 billion of 
OCR in 2009, with fairly consistent levels of program lending and increased project lending. 
Actual levels of OCR lending were to be determined by government needs, the availability of 
well-designed projects (including private sector and nonsovereign operations), and the 
willingness to borrow in the context of the government’s borrowing strategy. Allocation of the 
Asian Development Fund to Indonesia was $200 million every 2 years. 

                                                 
4 ADB. 2004. Review of the Asian Development Bank’s Poverty Reduction Strategy. Manila. 
5 ADB. 2006. Medium-Term Strategy II, 2006–2008. Manila. 
6 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. 

Manila. 
7 Group I priorities are road transport, energy, urban infrastructure, rural infrastructure, education, and financial 

sector. Group II priorities are agriculture and natural resources, railways, health, trade related to regional 
cooperation and integration activities, law and the judiciary, and public finance and economic management. 
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11. ADB was to sharpen the focus of its technical assistance (TA) program in line with CSP 
priorities. Commitments remained at about $12 million–$15 million per year but with fewer 
operations. The advisory TA program was to focus on providing policy dialogue and technical 
support for the strategic areas of engagement in the form of larger cluster TA projects. ADB 
envisaged remaining proactive in securing cofinancing from bilateral partners for its TA 
operations (footnote 1). 
 

12. When it was prepared, the CSP was strategically positioned in terms of government 
demand for assistance, but less so in terms of design and modality—it had too broad a focus on 
too many sectors, at 10.8 This overly broad focus became apparent during implementation as 
many sector interventions were dropped from the program, despite some narrowing of focus. 
Combined with the absence of adequate planning for a substantial number of program loans, 
this meant that the original design of the CSP was not strategically well positioned. This became 
more evident as implementation progressed. 
 

B. Program Relevance 

13. This validation of program relevance refers to the final review assessment of the CSP’s 
relevance in terms of design quality, provision of TA, and alignment to the planned CSP. This 
validation agrees with the assessment of program relevance in the final review as relevant. Table 
1 sets out the planned and actual lending assistance program for the CSP period. The program 
changed substantially from original plans. The validation understands the need for this change 
which according to the final review was driven by the global financial and economic crisis and the 
government preference for program loan modality. In 2006, the firm loans identified in the CSP 
were all delivered, apart from the proposed interisland ports project. In 2007, the proposed 
projects in energy and finance were all dropped, with a consequent focus on law, economic 
management, and public policy interventions, and a project each for the education and health, 
nutrition, and social protection sectors. This program narrowing trend was repeated in 2008, with 
all proposed projects in agriculture and natural resources, finance, and multisector projects being 
dropped while only programmed projects in law, economic management, and public policy 
proceeded. Additional projects covered rural infrastructure support, community water supply and 
health services, vocational education, and water resources management.  
 

14. By 2009, none of the originally planned projects envisaged for that year in the CSP were 
left in the pipeline, other than the DPSP loan. With the exception of a $84.24 million Rural 
Infrastructure Support Project, all approved loans were program loans. These included the Public 
Expenditure Facility Program, Infrastructure Financing Facility, Countercyclical Support, and 
Capital Markets Development (Table 1). 
 

15. During CSP implementation, the country program almost exclusively focused on program 
lending by 2009. The final review argues that this shift away from the program proposed in the 
CSP demonstrated ADB’s flexibility and response to the government’s expressed preference for 
program loans to support its reform agenda. In addition, by cooperating with other development 
partners to support reforms, it is suggested that the Paris Declaration on Aid Effectiveness was 
pursued. These points are plausible. Given the small relative size of ADB funding (about 1% of 
government expenditure) and the government’s apparent commitment to reforms, in line with 
policy thinking in the development community, involvement in the funding of reform seems to have 
been an appropriate way to maximize ADB influence and to ensure the relevance of the program. 
TA was provided to supplement the program lending (para. 11).  

                                                 
8 The CSP proposed loans in 10 sectors (Table 1): agriculture and natural resources; education; law, economic 

management, and public policy; transport and communication; energy; finance; health nutrition and social 
protection; water supply and sanitation; industry and trade; and multisector.  



 

 

4 Table 1: Assistance Pipeline for Lending Products—Planned versus Actual, 2006–2009 
 

Sector Project/Program Name 
PPTA 
(Year) 

Planned Total 
Project/Program 

Cost 
($ million) 

Actual 
Approval 

Year 
 

Remarks 
A. 2006 Firm Loans     

 1. Agriculture and Natural Resources     
  Sustainable Aquaculture for Food Security and Poverty 

Reduction 
2003 40.0 2006 Actual loan amount approved: $33.3 million 

 2. Education     
  Madrasah Education 2004 50.0 2006  
 3. Law, Economic Management, and Public Policy     
  a. Development Policy Support Program II 
  b. Infrastructure Reform Sector Development Program 

I 

 200.0 
330.0 

2006 
2006 

 
Actual program loan amount approved: 
$400 million. A project loan was also 
approved for $26.5 million. 

 4. Transport and Communications     
  Interisland Ports 2002 47.0 2006 Dropped from the lending program 

 
B. 2007 Firm Loans     

 1. Agriculture and Natural Resources     
  Integrated Citarum Water Resources (MFF, 

$500 million), PFR1 
2003 50.0 2008 Slipped and eventually approved in 2008 

 2. Education     
   Senior Secondary Education 2003 100.0  Dropped and replaced by Loan 2416: 

Vocational Education Strengthening 
Project in 2008 

 3. Energy     
  Energy Efficiency (MFF, $250 million), PFR1  100.0  Dropped from the lending program 
 4. Finance     
  a. Financial Sector Governance and Social Security 

Reform Program II  
  b. Secondary Mortgage Facility (MFF $255 million), 

PFR1 

2007 
 

2005 

200.0 
 

50.0 

 Dropped from the lending program 
 
Dropped from the lending program 

 5. Health, Nutrition, and Social Protection     
   Nutrition Improvement and Community Empowerment 
 

2003 50.0 2007  
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Sector Project/Program Name 
PPTA 
(Year) 

Planned Total 
Project/Program 

Cost 
($ million) 

Actual 
Approval 

Year 
 

Remarks 
 6. Law, Economic Management, and Public Policy     
  a. Development Policy Support Program III 
  b. Poverty Reduction and MDG Acceleration Program 

 200.0 
200.0 

2007 
2007 

Loan approved, which was not in the 
original pipeline for 2007—Loan 2379: 
Capital Market Development Program 
Cluster Subprogram I ($300 million) 

C. 2008 Firm Loans     

 1. Agriculture and Natural Resources     
  a. Flood Management in Selected River Basins (MFF, 

$150 million), PFR1 
  b. Integrated Coastal Resources Management 
  c. Urban Air Quality Sector Development Program 

2003 
2003 
2003 

50.0 
70.0 

150.0 

2008 Dropped from the lending program 
 
Dropped from the lending program 
Dropped from the lending program 

 2. Finance     
  Secondary Mortgage Facility (MFF valued at 

$255 million) partial credit guarantee 
2005 50.0  Dropped from the lending program 

 3. Law, Economic Management, and Public Policy     
  a. Infrastructure Reform Program II 
  b. Local Government Finance and Governance 

Reform Program II 

 300.0 
280.0 

2008 
2008 

Actual loan amount approved: $280 million 
Actual loan amount approved: $350 million 

 4. Multisector     
  a. Community and Local Government Support II 
  b. Integrated Settlements Development 
  c. Rural Infrastructure Support 

2005 
2003 

50.0 
50.0 
40.0 

2008 
2008 

The three programmed multisector loans 
were all dropped and replaced by 
Loan 2449: Rural Infrastructure Support to 
PNPM Mandiri ($50 million). 

 5. Water Supply and Sanitation     
   Water Supply and Sanitation 2003 50.0  Dropped. Replaced, together with the 

follow-up loans Community Water Supply 
and Health Services II and Neighborhood 
Upgrading and Shelter Project II in 2009, 
by Metropolitan Sanitation Management 
and Health Project, which was approved in 
2010. 

    Additional loans approved, which were not 
in the original pipeline for 2008: (i) Loan 
2416: Vocational Education Strengthening 
Project ($80 million); (ii) Loan 2488: 
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Sector Project/Program Name 
PPTA 
(Year) 

Planned Total 
Project/Program 

Cost 
($ million) 

Actual 
Approval 

Year 
 

Remarks 
    Development Policy Support IV 

($200 million); (iii) Loan 2500: Integrated 
Citarum Water Resources Management 
Investment Program – Tranche 1 
($20 million); and (iv) Loan 2501: 
Integrated Citarum Water Resources 
Management Investment Program – 
Tranche 1 ($30 million). 

D. 2009 Firm Loans     

 1. Agriculture and Natural Resources     
  a. Flood Management in Selected River Basins (MFF, 

$150 million), PFR2 
  b. Integrated Citarum, Water Resources (MFF, 

$500 million), PFR2 

2003 
 

2003 

50.0 
 

80.0 

 Dropped from the lending program 
 
Dropped from the lending program 

 2. Energy     
  Energy Efficiency (MFF, $250 million), PFR2  100.0  Dropped. A Java–Bali Distribution 

Performance Improvement Project 
(including a Guarantee for HSBC’s Loan to 
PLN for the Java Island Transmission 
Project) was developed as a substitute and 
is now scheduled for approval in 2010. 

 3. Health, Nutrition, and Social Protection     
   Community Water Supply and Health Services II 2008 50.0  Dropped. Replaced by Metropolitan 

Sanitation Management and Health Project 
which was approved in 2010. 

 4. Industry and Trade     
   Neighborhood Upgrading and Shelter Project II 2007 80.0  Dropped. Replaced by Metropolitan 

Sanitation Management and Health Project 
which was approved in 2010. 

 5. Law, Economic Management, and Public Policy     
  a. Development Support Program V 
  b. Financial Sector Governance and Social Security 

Reform Program III 
  c. Poverty Reduction and MDG Acceleration Program 

 200.0 
200.0 

 
200.0 

2009  
Dropped from the lending program 
 
Dropped from the lending program 
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Sector Project/Program Name 
PPTA 
(Year) 

Planned Total 
Project/Program 

Cost 
($ million) 

Actual 
Approval 

Year 
 

Remarks 
 6. Transport and Communications     
   Regional Roads (MFF, $250 million), PFR1 2007 100.0  Dropped from the lending program 
 7. Water Supply and Sanitation     
   Metropolitan Sanitation Management and Health 2006 50.0 2010 Approved in 2010 

 
Loans approved, which were not in the 
original pipeline for 2009: (i) Loan 2516: 
Indonesian Infrastructure Financing Facility 
($100 million); (ii) Loan 2521: Public 
Expenditure Facility Program ($1 billion); 
(iii) Loan 2563: Countercyclical Support 
($500 million); (iv) Loan 2575: Rural 
Infrastructure Support to PNPM Mandiri 
Project II ($84.24 million); and 
(v) Loan 2577: Capital Market 
Development Program Cluster 
Subprogram II ($300 million). 

MDG = Millennium Development Goal, MFF = multitranche financing facility, PFR = periodic financing request, PNPM Mandiri = Program Nasional Pemberdayaan 
Masyarakat (National Program for Community Empowerment), PPTA = project preparatory technical assistance. 
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C. Efficiency 

16. This validation agrees with the final review rating of efficient.  
 

17. For investment project lending, significant delays during project implementation 
(e.g., consultant recruitment), especially in decentralization loans and ongoing agriculture 
projects and road rehabilitation, hamper achievements of outputs and subsequently the 
attainment of intended outcomes. The number of investment projects with implementation 
delays increased from seven (20.6% of the portfolio) in 2006 to 12 (41.4% of the portfolio) by 
2009.9 For investment projects, 75% of the project completion reports prepared showed high 
economic internal rates of return, implying an efficient use of funds. For program loans 
distributed through the country system, disbursement was less complicated—resulting in overall 
disbursement ratios of 40%–50% over the CSP period compared with the ADB average of 
25%–31% (final review, para. 22). Overall, as program loans formed the majority of lending 
(more than 90% of the portfolio by 2010), in terms of the level of lending, most funds were 
disbursed efficiently. In terms of project lending, implementation efficiency was weaker. 
 
18. The IEM found concern among several executing agencies (including the Ministry of 
Finance, the Ministry of Home Affairs, the Ministry of Agriculture, and the Ministry of Education) 
regarding the length of time taken to obtain “no-objection” letters for procurement. Coupled with 
delays with some government approvals (e.g., for the Sustainable Capacity Building for 
Decentralization Project), this caused implementation delays. However, although lengthy 
response times from ADB headquarters may have caused some delays, they may have been 
due to the necessary prudence and diligence required in procurement in light of potential 
corruption issues. These issues will become increasingly important with any future shift toward 
more project-based support. 
 

D. Effectiveness 

19. This validation assesses the effectiveness of the CSP as likely effective based on the 
progress achieved in the targets of the assistance program although the outcomes are not fully 
realized. This in line with the final review rating of effective.  
 

20. Table 4 in the supplementary final review (footnote 2) details Indonesia’s CSP results, 
targets, and achievements. However, this list reflects amended targets set out in the country 
operations business plan (COBP), 2009–2011 and differs from the CSP results framework, 
2006–2009, which should be included in the final review. Any changes required in the results 
framework would have to be done systematically with the relevant agreements and approvals. 
According to the CSP guidelines,10 any adjustment of the results framework would follow the 
CSP midterm review. Recognizing the need for flexibility, ADB has adopted more flexible CPS 
guidelines under its new business process which came into effect in 2010.   
 
21. The COBP explains the reasons for the shifts in the assistance program and results 
framework:  

The results-based framework has been updated to reflect changes to the 
assistance program and the inclusion of tracking indicators that are more 
monitorable and relevant to CSP outcomes and strategic goals….tracking 
indicators relating to aquaculture have been dropped….all indicators relating to 
urban air quality have been removed….selected tracking indicators for financial 

                                                 
9 Indonesia portfolio management indicators contained in ADB. 2009 Country Portfolio Review Mission Report. 

Manila. 
10 ADB. 2006. Further Enhancing Country Strategy and Program and Business Process. Manila (para. 32). 
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sector deepening, decentralization and MDG acceleration have similarly been 
revised….11  

 

22. The final review explains that “the program as implemented remained in line with the 
overall strategic objectives of the CSP, but required flexibility and substantial changes in the 
selection of the assistance modalities” (para. 12). Given this, the effectiveness is assessed 
against the CSP results framework, without focusing on the modality used to achieve these 
results. Appendix 1 of this validation provides this comparison, together with the changes made 
in terms of the final review targets, with a comment added by the Independent Evaluation 
Department.  Effectiveness rating is based on Appendix 1, which shows that several of the 
targets set in the CSP were completely achieved and several others were partially achieved and 
progress has been made on the ongoing initiatives. For example, against the target of three 
regulatory bodies being made fully independent by 2009, three such bodies were established, 
however they are not fully independent but it is expected that they will be fully independent in 
the future.  
 

23. ADB projects in rural infrastructure and road rehabilitation generally achieved intended 
outputs and outcomes, although in some cases, the technical implementation of civil works in 
road rehabilitation was below standard. The three development policy support program loans 
provided impetus for the government’s reform efforts. Ongoing agriculture projects appear to be 
on track in achieving targeted outputs and outcomes. However, support for decentralization was 
less effective in terms of developing institutions and the processes needed to implement vital 
policies. 
 

24. The expected outcomes from the CSP were summarized as  
(i) improved infrastructure and infrastructure services, including rural infrastructure, 

with increased public and private sector investment and improved sector 
regulation as indicators; 

(ii) a deepened financial sector, with improved domestic resource mobilization to 
meet long-term financing needs as the indicator; 

(iii) improved decentralization, with increased regional spending and enhanced 
financial reporting as indicators; 

(iv) accelerated MDG achievement, with better water supply and sanitation, health, 
and education indicators; and 

(v) strengthened environment and natural resources management, with enhanced 
water and marine resources management and reduced pollution as indicators. 

 

25. Areas (i) and (ii) were expected to help leverage much greater private sector 
participation, while areas (iii), (iv), and (v) in combination were envisaged to enhance the 
quantity and quality of public service delivery. Engagement in these areas was to be selective 
and should reflect the priorities of ADB’s MTS II as well as those of the government. The key 
thematic concern regarding governance and fighting corruption was to have reduced corruption 
as the key outcome indicator, to be measured by an improvement of at least 15 places in 
Indonesia’s ranking in Transparency International’s corruption perception index.12 
 

26. The CSP seriously underestimated the time required to enact major change (final 
review, paras. 27 and 30). Where targets were set out in the results framework in the CSP, they 
were missed at times, in some instances by a long way—most notably in the failure to stimulate 
private infrastructure investment and in relation to financial sector deepening. In supporting 
                                                 
11 ADB. 2008. Country Operations Business Plan: Indonesia 2009–2011. Manila (para. 10). 
12  Indonesia was ranked 126 out of 180 countries in Transparency International’s Corruption Prevalence Index (CPI) 

in 2008, compared to a ranking of 137 out of 158 countries in 2005. 
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private sector investment, perhaps more could have been done at the time of the CSP to 
identify the institutional constraints to, for example, establishing public–private partnerships. The 
innovative instruments that were to be used (e.g., multitranche financing facilities, TA clusters, 
local currency bond issues, and increased private sector operations) were taken up only slowly, 
suggesting that their design was either inappropriate or at best premature. 
 

27. The portfolio of new projects was both reduced substantially and changed in composition 
over the period. This may have been caused by the need for National Development Planning 
Agency (BAPPENAS) approval for project readiness, which in some cases was not forthcoming. 
This raises the question of why projects got so far in the system without a clear government 
commitment. The change in portfolio had the consequence of imposing greater focus at the 
project level, but this appears to have been a by-product of government decision making and 
not a change in ADB’s strategy. 
 

28. Other issues related to effectiveness which the final review reflects on include the 
following: 

(i) The emphasis on clean technology for the energy sector (CSP, para. 78) was  
followed up in a modest way with two relatively small energy projects. However, 
the Government has moved aggressively to develop plans, programs and policy 
measures to advance its climate change objectives. Final review indicated that in 
the future, ADB support could assist the Government with the prioritization and 
implementation of its ambitious climate-change reform program. 

(ii) The previous country assistance program evaluation13 recommended geographic 
targeting for poverty interventions (and this was referred to in the CSP, para. 50). 
Final review explains that important lessons were learned from the experience of 
wide geographic spread of ADB support particularly on projects related to 
decentralization, in terms of increased supervision costs and difficulties of cross-
project synergies. 

 

E. Sustainability 

29. In view of the predominance of likely sustainable program loans in implementation of the 
CSP, this validation concurs with the final review rating of likely sustainable. 
 

30. Given that the main thrust of the application of the CSP was toward program lending to 
support government-owned policy reforms, sustainability is principally affected by the risk of 
policy reversal caused by disappointing short-run outcomes or changes of government. The 
current government won a mandate again in 2009 and reforms are expected to continue over 
the next CPS period and beyond, although the risk of short-term reversal cannot be ruled out. 
The final review (para. 36) recognizes the importance of sustainability at the project level, 
particularly in relation to recurrent and counterpart funding. The IEM found that the government 
viewed community-based projects as particularly successful, including the Sustainable 
Aquaculture Development Project (Table 1) and interventions in health and education. In view of 
the predominance of likely sustainable program loans in the implementation of the CSP, this 
validation concurs with the final review rating of likely sustainable. 
 

F. Development Impacts 

31. The final review assessed the development impact as satisfactory. This validation 
assesses the development impacts as partly satisfactory because while the country has made 
good progress toward achieving its overall development goals, there is no evidence of likely 

                                                 
13  ADB. 2005. Country Assistance Program Evaluation: Indonesia. Manila. 
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contribution by ADB or plausible links between CPS outcomes and sector-specific impacts 
achieved by the country. 
 

32. Impact is difficult to assess where the majority of the assistance program is in the form of 
program lending and where ADB was only one of a number of development partners supporting 
the reform effort. Final review shows that progress has been made in overall country 
development goals. However, key challenges remain in relation to the decentralization process, 
governance, infrastructure, and social sector and financial intermediation, although progress 
has been made. The final review stresses the development of plans, structures, and draft 
legislation to address many of these challenges, which have been supported by ADB and 
others. The final review argues that these initiatives have established a framework that can 
allow progress in the future. There is little firm evidence to support the establishment of a 
framework since the structures are new for Indonesia. Therefore, although the final review rates 
impact satisfactory, this validation rates impact as partly satisfactory.  
 

G. ADB and Borrower Performance 

33. This validation agrees with the final review assessment of ADB and borrower 
performance as satisfactory. 
 

34. ADB has coordinated its interventions with development partners, and has supported the 
Jakarta Commitment. ADB worked closely with the World Bank on the development of the 
DPSP series, and with the World Bank and the governments of Australia and Japan in the 
establishment of the Public Expenditure Support Facility during the recent global financial crisis. 
This validation agrees with the final review’s assessment of the active encouragement of 
nongovernment organization participation, collaboration with development partners for disaster 
relief and reconstruction, delegation of project administration to the resident mission, and the 
concomitant intensification of project supervision. 
 

35. The government has shown its support for aid coordination through the Jakarta 
Commitment, although meetings have been infrequent. The government has also continued to 
implement a major policy development program supported by ADB and development partners. 
 

H. Overall Assessment 

36. The ratings comparison between final review and final review validation is in Table 2. 
 

Table 2: Ratings Comparison between Final Review and Final Review Validation 
 

Evaluation Criteria and  
Final Review Quality 

 Final Review 
Rating 

 
Validation Ratings 

 
Paragraphs 

Strategic Positioning Satisfactory Partly Satisfactory 9–12 
Program Relevance Relevant Relevant 13–15 
Efficiency Efficient Efficient 16–18 
Effectiveness Effective Likely Effective 19–28 
Sustainability Likely Likely 29–30 
Development Impacts Satisfactory Partly Satisfactory 31–32 
Overall Rating Successful Successful 37 
ADB Performance Satisfactory Satisfactory 33-34 
Borrower Performance Satisfactory Satisfactory 35 
Final review Not Rated Satisfactory 41 
ADB = Asian Development Bank.  
Source: Independent Evaluation Department. 
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37. This validation agrees with the overall rating of successful in the final review. This 
assessment is based on the partly satisfactory strategic positioning (paras. 9–12) that led to 
many changes subsequently, relevant (para. 13–15) and efficient ratings of the assistance 
program (paras.16–18), likely effective (paras. 19–28) assessment of the ongoing assistance 
program, its likely sustainability (paras. 29–30) in the future, and partly satisfactory development 
impacts.  

 

I. Lessons and Recommendations 

38. The final review sets out three main crosscutting lessons which are summarized below: 
(i) a medium- to long-term commitment and flexible approach to policy and 

institutional reform is needed; 
(ii) the results of ADB assistance are a function of focus and selectivity; and 
(iii) government borrowing preferences evolve over time. 

 

39. The final review (para. 49) also recognizes the need for the new CPS to be more 
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. This validation agrees with these key lessons. 
 

40. This validation draws attention to specific Independent Evaluation Department reports, 
which include findings on ADB’s support to Indonesia that may be considered during 
preparation of the next CPS. 

(i) The special evaluation study on ADB support for decentralization14 found that 
ADB could (a) be more consistent in terms of substantive focus, (b) speed up the 
process of identifying a defined need to project implementation, and (c) prioritize 
efforts to optimize coordination and policy dialogue with the government and 
other development partners. The report also recommended that continued policy 
framework development be supported with both project- and program-based 
interventions complemented by more decentralized assistance, including 
institutional development, focusing future interventions on public financial 
management reform and capacity development, and improved coordination with 
development partners. 

(ii) The special evaluation study on ADB’s multi-subsector approach to urban 
services development15 concluded that local authorities in Indonesia still lack 
adequate capacity to plan, coordinate, and implement projects across a wide 
range of urban subsectors; and could not effectively reap the benefits, intended 
outcomes, and impacts envisaged under the integrated approach. Project 
records reflect the difficult realities facing the urban sector, including inadequate 
government infrastructure financing systems. If local conditions do not favor the 
adoption of a multi-subsector approach, ADB should adopt a sector-specialized 
approach with fewer components—specialized rather than comprehensive. In 
addition, a focused and long-term vision of ADB’s role in capacity building should 
be developed. It is necessary to assess rigorously the potential for 
complementary partnership with bilateral development partners capacity building 
efforts, as they tend to be more continuous and adaptive to changes on the local 
ground. 

 

                                                 
14  ADB. 2010. Special Evaluation Study: ADB Support for Decentralization in Indonesia. Manila. 
15 ADB. 2010. Special Evaluation Study: Indonesia: Has the Multi-subsector Approach been Effective for Urban 

Services Assistance?. Manila. 
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III. CONCLUSION AND ASSESSMENT OF THE QUALITY OF THE FINAL REVIEW 

41. The quality of the CSP final review is rated satisfactory. It is well written and argued. It 
may have been better if the final review explained the changes from the original CSP over the 
implementation period using the original CSP results framework, e.g., why some programs were 
dropped and why some targets were not met. The final review is candid in its approach and 
analyses, and demonstrates an understanding of the evaluation criteria used.  
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TARGETS AND ACHIEVEMENTS OF THE COUNTRY STRATEGY AND PROGRAM, 
2006–2009 

 

CSP Results Framework Targets 
(2006–2009) 

CSP Final Review 
Targets

Achievements  
(based on CSP Final 

Review) IED Comments 
Infrastructure and 
Infrastructure Services 
 
1. At least 3 regulatory bodies 
made fully independent by 2009 
 
 
 
 
 
 
 
 
2. At least 20% of private sector 
financing provided by domestic 
financial institutions by 2009 
 
 
 
 
 
 
 
3. Ten PPP infrastructure projects 
for which bidding completed by 
2008 
 
 
 
4. Annual  investments in 
infrastructure at least 7% of GDP 
by 2009 
 
 
 
5. Private sector mobilization of 
40%-50% of infrastructure 
investments by 2009 
 
 
 
 
 
 
6. Number of  communities 
receiving basic infrastructure 
support more than 2000 by 2009 

 
 
 
1. At least 3 
regulatory bodies 
made fully 
independent by 
2009 
 
 
 
 
 
2. At least 20% of 
private sector 
financing provided 
by domestic 
financial 
institutions by2009 
 
 
 
 
3. Ten PPP 
infrastructure 
projects for which 
bidding completed 
by 2008 
 
4. Annual 
investments in 
infrastructure at 
least 7% of GDP 
by 2009 
 
5. Private sector 
mobilization of 
40%-50% of 
infrastructure 
investments by 
2009 
 
 
 
6. More than 2,000 
communities 
receiving basic 
infrastructure 
support by 2009 

 
 
 
1. Regulatory bodies 
for toll roads, the 
downstream part of 
the oil and gas sector, 
telecommunications, 
and water supply and 
sanitation sectors 
established but none 
are fully independent   
 
2. Although 
infrastructure 
investment has been 
inadequate, more 
than 90% of such 
investment has been 
financed from 
domestic financial 
institutions. 
 
3. Three model PPPs 
went out for bidding 
by end-2009 but none 
were completed. 
 
 
4. Infrastructure 
investment estimated 
at just under 3% of 
GDP in 2009 
 
 
5. Private sector 
estimated to account 
for some 20% of 
infrastructure 
investment in 2009, 
primarily in 
telecommunications 
 
 
6. Government’s 
PNPM rural 
infrastructure program 
has provided support 
to 3,564 communities. 

 
 
 
1. Target partially 
met. While 
regulatory bodies 
were set-up, none 
are fully 
independent. 
 
 
 
 
2. Achievement 
indicated is vague. 
Share of private 
financing from 
domestic financial 
institutions was not 
clear. 
 
 
 
3. Target not 
achieved 
 
 
 
 
4. Target partially 
met. 
 
 
 
 
5. Target partially 
met. Also, private 
sector investment 
was primarily 
confined in 
telecommunications 
subsector. 
 
 
6. Fully achieved 
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CSP Results Framework Targets 
(2006–2009) 

CSP Final Review 
Targets

Achievements  
(based on CSP Final 

Review) IED Comments 
Financial Sector Deepening 
 
1. Increase in the size of 
the local bond market 
30% by 2009 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. Enhanced capacity 
among regulators to 
strengthen the regulatory 
environment 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. Number of institutional investors 
providing long-term financing 
increased by 20% in 2009 
 
 

 
 
1.1 Increase in 
nonbank financial 
sector’s share of 
total financial 
sector assets from 
20% in 2005 to 
25% in 2009 
 
1.2 Increase 
market 
capitalization by 
30% from 2006 to 
2009 
 
 
1.3 Increase 
issuance of 
corporate 
securities from 
Rp68 trillion in 
2006 to Rp100 
trillion in 2009 
 
 
 
 
2.1 Regulatory 
framework for 
strengthening 
Bapepam-KL to 
provide more 
financial flexibility 
and operational 
autonomy 
implemented 
 
 
2.2 Draft 
amendments to 
capital markets, 
insurance, and 
pension laws 
submitted to 
Parliament for 
approval in 2009  
 
 
 
 
 
 

 
 
1.1 Nonbank’s share 
of total financial sector 
assets reached 22% 
at end-2009. 
 
 
 
 
1.2 Market 
capitalization rose 
from Rp1,249 billion in 
2006 to Rp2,534 
billion at end-2009 
(124% growth). 
 
1.3 Outstanding value 
of corporate securities 
rose to Rp88 trillion by 
end 2009. 
 
 
 
 
 
 
 
2.1 Rules and 
procedures under 
which Bapepam-KL 
operates have been 
strengthened, staffing 
improved, and 
considerable 
operational autonomy 
from the MOF 
secured. 
 
2.2 Draft amendments 
were prepared with 
Parliamentary 
submission delayed to 
2010. 
 
 
 
 
 
 
 
 
 

 
 
1.1 Target partially 
met 
 
 
 
 
 
 
1.2 Fully achieved 
 
 
 
 
 
 
1.3 Achievement 
indicated is vague. 
Target pertains to 
increased issuance 
of corporate 
securities while 
achievement 
concerns 
outstanding value of 
corporate securities. 
 
2.1 Achievement 
indicated is vague. 
Extent of 
“considerable 
autonomy that was 
secured” is not clear. 
 
 
 
 
 
2.2 Target partially 
met. Submission to 
Parliament 
considerably 
delayed. 
 
 
 
 
3. This CSP Results 
Framework target 
was not indicated in 
the CSP Final 
Review target. 
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CSP Results Framework Targets 
(2006–2009) 

CSP Final Review 
Targets

Achievements  
(based on CSP Final 

Review) IED Comments 
 
4. Increased competition in rural 
and microfinance markets following 
consolidation of BPRs leading to a 
decrease of 2 percentage points in 
borrowing costs, by 2009 
 
 
 
 
 
 
5. ADB successfully issued 3 local 
currency bonds by 2009. 

 
4. Increased 
competition in rural 
and microfinance 
markets following 
consolidation of 
BPRs leading to a 
decrease of 2 
percentage points 
in borrowing costs, 
by 2009 
 
5. ADB 
successfully issued 
3 local currency 
bonds by 2009. 

 
4. Average lending 
rates declined from 
16% in January 2006 
to 12.8% in December 
2009, a decline of 3.2 
percentage points in 
borrowing costs. 
 
 
 
 
5. No ADB local 
currency bonds have 
been issued. 

 
4. Achievement 
indicated is vague. It 
is not clear if the 
decrease in 
borrowing costs 
could be attributed to 
increased 
competition in rural 
and microfinance 
markets. 
 
5. Not achieved 
 

Decentralization 
 
1. Increase in regional 
development spending by 10% 
annually up to 2009 
 
 
 
 
 
 
 
 
2. Improvement in quality of and 
consistency of local government 
financial reporting 
 
 
 
 

 
 
1. Regional 
government 
reserves 
decreased to a 
maximum of 2.8% 
of GDP by 2009. 
 
 
 
 
 
2. Improvement in 
quality and 
timeliness of 
financial reporting 
by 171 regional 
governments by 
2009 

 
 
1. Regional 
government reserves 
estimated at 3.2% of 
GDP as of December 
2009 

 
 
 
 
 
 
2. The timeliness and 
quality of financial 
reporting has 
improved as a result 
of the adoption of 
improved reporting 
accounting frames. 

 
 
1. Achievement 
indicated is not 
clear. Need to clarify 
if the decrease in 
regional government 
reserves was the 
result of increased 
regional 
development 
spending. 
 
2. Quantitative target 
that was achieved 
was not mentioned. 

MDG Acceleration 
 
1. Health and education spending 
at least 3% of GDP by 2009 
 
 
 
 
2. Improved reporting of district 
health accounts in at least 5 
provinces by 2009 
 

 
 
1. Health and 
education 
spending at least 
3% of GDP by 
2009 
 
2. Minimum 
service standards 
for education in 
place by 2009 
 

 
 
1. Education spending 
budgeted at 4% of 
GDP in 2009 and 
health spending at 1% 
of GDP 

 
2. Minimum service 
standards prepared 
but not yet enacted by 
end 2009 
 

 
 
1. Fully achieved 
 
 
 
 
 
2. CSP Results 
Framework target of 
improved reporting 
of district health 
accounts was not 
indicated in the CSP 
Final Review. Also, 
minimum service 
standards for 
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CSP Results Framework Targets 
(2006–2009) 

CSP Final Review 
Targets

Achievements  
(based on CSP Final 

Review) IED Comments 
education were not 
enacted by 2009. 

Environment and Natural 
Resources Management 
 
1. Extent of irrigation schemes 
 
 
 
 
 
 
 
 
 
 
 
2. Better water supply 
 
 
 
 
 
 
 
 
3. Reduced flood and 
drought risks 
 
 
 
4. 6,000 ha of coral reef 
rehabilitated by 2009 
 
 
5. 700a ha of marine protected 
areas managed in a sustainable 
manner by 2009 
 
 
 
 
 
6. 30% increase in aquaculture 
production in 6 districts by 2009 
 
 
 
 
7. Increase of natural gas use in 
public transport and industry sector 
at least 5% in selected cities in 
2009 

 
 
 
1. Irrigation 
schemes have 
been improved. 
 
 
 
 
 
 
 
 
 
2. Water supply 
has been 
improved.  

 
 
 
 
 
 

3. Reduced flood 
and drought risks 

 
 
 

4. 6,000 ha of coral 
reef rehabilitated 
by 2009 

 
5. 700a ha of 
marine protected 
areas managed in 
a sustainable 
manner by 2009 
 

 
 
 
1. Some 319,000 has 
of farmer-managed 
irrigation system 
improved with ADB 
support. Citarum river 
basin management 
MFF project has been 
launched and is 
expected to result in 
better long-term water 
management. 
 
2. Community water 
supplies enhanced 
through PNPM 
Mandiri and 
Neighborhood 
Upgrading and 
Shelter Sector 
Development Project 
 
3. Planned MFF for 
Flood Management 
was delayed to the 
2010–2012 period.  
 
4. Government has 
declared 11 million ha 
as protected marine 
areas, and under 
coral reef 
rehabilitation project; 
some 40,000 ha are 
under sustainable 
protection system. 

 
 
 
1. Fully achieved 
 
 
 
 
 
 
 
 
 
 
 
2. Fully achieved 
 
 
 
 
 
 
 
 
3. Target delayed 
 
 
 
 
4. Number of ha of 
coral reef 
rehabilitated is not 
clear. Need to 
elaborate on what 
was meant by 
“sustainable 
protection system” 
given the context of 
coral reef 
rehabilitation. 
 
6. CSP Results 
Framework target 
was dropped in 
COBP (2009–2011) 
published in 2008. 
 
7. Energy projects 
dropped from the 
lending programs. 
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CSP Results Framework Targets 
(2006–2009) 

CSP Final Review 
Targets

Achievements  
(based on CSP Final 

Review) IED Comments 
 
8. Unleaded gasoline with sulfur 
content of 500 ppm and diesel fuel 
with sulfur content of 500 
ppm available nationwide 
by 2007 
 
9. Reduction of air emissions from 
motor vehicles by 50% in 2020 vs. 
the level of emissions in 2007 in 
participating cities 
 
10. Reduction of air pollution from 
industrial activities by 50% in 2020 
vs. that in 2007 

 
8. Energy projects 
dropped from the 
lending programs. 
 
 
 
9. Energy projects 
dropped from the 
lending programs. 
 
 
10. Energy projects 
dropped from the 
lending programs. 

Governance and Anticorruption 
 
1. Relationship of DAK to DAU 
transfer increased to 30/70 by 
2009. 
 
 
 
 
 
 
 
2. Strengthened prevention 
capacity of KPK 
 
 
 
 
 
 
 
 
 
 
 
3. All Government accounts 
transferred to a Treasury single 
account. 
 
 
 
 
 
 
 
4. An improvement in Indonesia’s 
ranking in Transparency 
International’s corruption 

 
 
1. Increase in 
special allocation 
fund with 
concomitant 
decrease in 
deconcentration 
fund 
 
 
 
2. Strengthened 
prevention 
capacity of KPK 
 
 
 
 
 
 
 
 
 
 
3. All Government 
accounts 
transferred to a 
Treasury 
single account 
 
 
 
 
 
4. Improvement in 
Indonesia’s 
ranking in 

 
 
1. Both de-
concentration funds 
and special allocation 
funds have increased 
over the CSP period. 
Special allocation 
funds have risen from 
0.08% to 1% of GDP 
from 2000–2009.  
 
2. The Corruption 
Eradication 
Commission (KPK) 
continues to take the 
lead in investigating 
and prosecuting high 
profile corruption 
cases. The number of 
cases investigated 
and funds recovered 
increased steadily 
from 2006 to 2009. 
 
3. Some 18,000 
government 
commercial bank 
accounts have been 
consolidated into a 
treasury single 
account as part of 
public management 
measures. 
 
4. Indonesia’s ranking 
improved from 137 in 
2005 to 110 in 2009 

 
 
1. Target partially 
met. Both funds 
increased. There 
was no concomitant 
decrease in 
deconcentration 
fund. 
 
 
 
2. KPK played vital 
role in investigating 
corruption cases. 
However, it is not 
clear how it 
contributed in 
mitigating or 
preventing 
corruption. 
 
 
 
 
3. Fully achieved 
 
 
 
 
 
 
 
 
 
4. Fully achieved 
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CSP Results Framework Targets 
(2006–2009) 

CSP Final Review 
Targets

Achievements  
(based on CSP Final 

Review) IED Comments 
perception index of at least 15 
places 

Transparency 
International’s 
corruption index by 
at least 15 places 
 

on the TI corruption 
prevalence index. 

ADB = Asian Development Bank, BPR = Bank Perkreditan Rakyat (rural banks), CPS = country partnership strategy, 
DAK = Dana Alokasi Khusus (specific purpose grants), DAU = Dana Alokasi Umum (general fund allocation), GDP = 
gross domestic product, ha = hectare, IED = Independent Evaluation Department, KPK = Komite Pemberantasan 
Korupsi (Corruption Eradication Commission), MFF = multitranche financing facility, MOF = Ministry of Finance, 
PNPM = Program Nasional Pemberdayaan Masyarakat (poverty reduction program), ppm = parts per million, PPP = 
public-private partnership. 
 a Note: 700 was a typographical error in the CSP according to the CPS Final Review Targets. 
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