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Discussion Highlights 
 
1. Director General, IED, emphasized that Indonesia is a unitary state governed by a single 
unit, where all other administrative units exercise their powers according to what the central 
government chooses to delegate to them. Decentralization has been taking place in such a 
unitary system of government. IED acknowledged that Management is agreeable to the 
recommendation of the special evaluation study (SES). 
 
2. Senior Advisor, SEOD, acknowledged IED’s assessment of ADB’s support for 
decentralization in Indonesia as partly successful, noting that the support took place during 
rapid economic, political and administrative change, following a shift from a highly centralized 
government system to a decentralized system. Both ADB and Indonesia have been in a steep 
learning curve, exerting efforts to respond to issues more effectively and doing things the right 
way. Also noted was ADB’s support during the reform period, from budgetary support followed 
by assistance to sector development programs, capacity building, and specific policy measures.  
 
3. One DEC member commended ADB staffs’ efforts for working extremely well under a 
very difficult situation when massive conflicts were ongoing at the time of the reform. 
Nonetheless, much still needs to be done including coordination among donors. Another DEC 
member expressed disappointment that given the amount invested by ADB in Indonesia’s 
decentralization, the Bank could have been a key player and at the core of development 
partners’ coordination. Similarly, the US$1.2 billion investment should have been met with 
adequate staff resources for Indonesia Resident Mission (IRM), with the necessary skills and 
expertise that could meet the core areas of ADB’s strategy for Indonesia. One DEC member 
reiterated the lack of adequate resources in IRM over the years, while another member viewed 
that the partly satisfactory rating could also partly be attributed to the inadequate authority 
delegated to IRM.  
 
4. A DEC member opined that while policy advisory support may have a negative impact 
on internal revenue mobilization; the long-term impact should include enhancing the internal 
revenue mobilization. The DEC member also noted that the SES does not emphasize the 
urgency to put in place a comprehensive legal and regulatory framework for decentralization. 
DEC Chair inquired whether there is a results framework that could evaluate the effectiveness 
of the programs, given that decentralization involves highly politically charged issues. 
 
5. Director, IED2 acknowledged that there are gaps needing to be filled, and emphasized 
that ADB needs to be involved not only on the fiscal aspects of decentralization but also on the 
administrative aspects. In terms of coordination, there is also the need to obtain the support and 
coordination of the government. Country Director, IRM is optimistic that the government would 
be supportive of ADB’s engagement. The government acknowledged its role in the 
programmatic approaches to decentralization, and government ownership is quite evident.  
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6. IED staff mentioned that the government appreciates the learning-by-doing approach, 
and given the very complex situation, ADB had been in the right position to continue its 
engagement in the sector.  
 
Conclusions 
 
7. DEC commended IED on the study and complimented ADB for having remained 
engaged in Indonesia through some difficult times in the post-Asian crisis period after 1997. 
 
8. DEC noted that program assistance was rated less effective and less efficient, but 
members gave due consideration to the context that the country was going through at the time.  
 
9. Some members noted that there is considerable scope for improving technical 
assistance, improving donor coordination, increasing the speed of intervention particularly 
through augmenting resources at RM level, and also emphasizing the importance of revenue 
mobilization by local governments. 
 
10. DEC hoped that the valuable findings from the SES will be duly incorporated in the next 
country partnership strategy for Indonesia.  
 
 
 
 
 
             Ashok K. Lahiri 

Chair, Development Effectiveness Committee 
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