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A. Introduction 
 
1. This evaluation, carried out at the request of the Southeast Asia Department (SERD) of 
the Asian Development Bank (ADB), will assess ADB's past support to decentralization in 
Indonesia since this support commenced in 1998. This support has comprised programming 
designed to facilitate the process of decentralization, as well as programming that strengthens 
the regional governments and other local actors engaged in local governance. In addition, 
sectoral programs and other public sector management support will also be included where the 
focus of the support centered on, or gave significant attention to, decentralization. 
 
2. Since 1998, ADB has approved six core decentralization support loans for $1,042.2 
million and $14.85 million technical assistance (TA) projects. This amount includes 2 project 
preparatory technical assistance (PPTA) projects amounting to $0.925 million and 18 advisory 
technical assistance (ADTA) projects amounting to $13.9 million. Other support provided by 
ADB included policy dialogue and implementation support by staff. In addition, ADB approved 
$1,271.5 million loans for sector-based decentralization support and public sector management 
support loans with decentralization components of $2,425.0 million. 
 
B. Sector Background and Government Strategy 
 
3. Country Context. As of December 2008, Indonesia had a population of some 
220 million and consisted of 33 provinces and 491 districts/cities. The number of districts/cities 
has continued to rise since decentralization began in earnest, following the broad reforms that 
followed the fall of the New Order regime in 1998. 1  Provinces and districts/cities enjoy 
considerable autonomy as a result of the decentralization efforts of the last decade. 
 
4. Governance Context. Indonesia’s decentralization effort should be seen in the context of 
its overall governance reform efforts, which have seen some notable results in some areas and 
little progress in others. The relative position of Indonesia in relation to other countries over the 
last decade, shown in the World Bank governance indicators in Figure 1, suggests that there is an 
overall but slight improvement in governance, particularly in “voice.” The decentralization initiative 
of the government undoubtedly accounts for a more lively and democratic polity at local level, 
empowered by more responsibility and resources. Some improvement in corruption (starting from 
low levels) is also seen, suggesting that while corruption has been more visible at local levels,2 
perceptions of runaway corruption at the local level due to decentralization may be too extreme. 
 
                                                 
1 United States Agency of International Development (USAID)–Democratic Reform Support Program (DRSP). 2009. 

Stock Taking on Indonesia’s Recent Decentralization Reforms Update 2009 – Draft Main Report. March. 
2 Rinaldi, Taufik, et al. 2007. Fighting Corruption in Decentralized Indonesia - Case Studies on Handling Local 

Government Corruption. World Bank. May. 
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Figure 1: World Bank Governance Indicators for Indonesia 1996–2007 
(comparison between 2007, 2006, 2005, 2004, 2003, 2002, 2000, 1998, 1996 [top-bottom order])

 
Note: The governance indicators presented here aggregate the views on the quality of governance provided by a 

large number of enterprise, citizen, and expert survey respondents in industrial and developing countries. 
These data are gathered from a number of survey institutes, think tanks, nongovernment organizations, and 
international organizations. The aggregate indicators do not reflect the official views of the World Bank, its 
executive directors, or the countries they represent. The WGI are not used by the World Bank Group to 
allocate resources or for any other official purpose. 

Source: Kaufmann, D., A. Kraay, and M. Mastruzzi. 2008. Governance Matters VII: Governance Indicators for 1996–
2007. 

 
5. Decentralization is generally undertaken to lead to better service provision and more 
effective local governance in general. However, the relationship of decentralization with poverty 
reduction is not straightforward and is debated in literature. Fears have been voiced that 
decentralization may exacerbate poverty and inequality in Indonesia.3 Table 1 shows an uneven 

                                                 
3 See statements of World Bank and the Government of Indonesia–United Nations Children's Fund (UNICEF) in 

Ferrazzi, Gabriele, et al. 2003. Social Protection in Indonesia: Reforms in the Context of Decentralized Governance. 
ADB, Contract No. ADM/02-593, April. 
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and rather slow progress in poverty reduction and suggest that larger economic events have 
had more influence than decentralization arrangements. 
 

Table 1: Indonesia: Percentage of Population Below the Poverty Line 
 

Year Urban and Rural 
1998 24.23 
1999 23.43 
2000 19.14 
2001 18.41 
2002 18.20 
2003 17.42 
2004 16.66 
2005 15.97 
2006 17.77 

Source: Badan Pusat Statistik (BPS). Available at: http://www.bps.go.id 
/eng/brs_file/eng-kemiskinan-02jul07.pdf. 

 
6. Assessments of service level impacts of decentralization are also difficult to make. 
Perceptions surveys have shown that by 2006, there was considerable satisfaction with the 
process.4 More objective measures are lacking, as minimum service standards are still not 
adequately tracked, but it appears that there has not been a great deal of progress.5  
 
7. Government Strategy. A deeper appreciation of decentralization reforms requires a more 
detailed examination of Government’s reform strategy, as evidenced by the legislative initiatives of 
the government. Some tentative steps toward decentralization had already been made prior to the 
“reform era,” as with the district pilot conducted in 1994–1996,6 but these initiatives paled in 
comparison to the “big bang” decentralization that was set off with Law 22/1999 on Regional 
Government and Law 25/1999 on Fiscal Balance Between the Centre and the Regions. The two 
laws were politically urgent for the Habibie government, but were formulated on separate tracks 
by the Ministry of Home Affairs (MOHA) and Ministry of Finance, respectively, with little 
preparation and public debate. While bold in many respects, they were poorly drafted and not well 
integrated. The principles expressed in these laws resonated with those associated with 
decentralization elsewhere; enhanced local democracy, greater people's participation and 
empowerment, equity and justice, recognition of the potential and diversity of regions, and the 
need to strengthen the regional legislatures. Unstated in the official discourse was the 
Government’s paramount strategy—to appease regional grievances and stall separatism. 
 
8. Notwithstanding the poor policy development and legal drafting processes, the laws 
brought about significant change. Most basic services were made the responsibility of the 
district/city level. Political structures at regional level, particularly the councils, were made 
stronger. A minimum of 25% of domestic revenues flowed to regional government through a 
formula-based general transfer grant (dana alokasi umum); 22.5% to districts/cities and 2.5% to 
the provincial level. By late 2001, the central government had transferred 239 provincial and 
3,933 district/city level offices, over 16,000 implement units, and about 2.1 million civil servants 
to the regions.7 
 

                                                 
4 Widyanti, Wenefrida and Suryahadi, Asep. 2008. The State of Local Governance and Public Services in the 

Decentralized Indonesia in 2006: Findings from the Governance and Decentralization Survey 2 (GDS2), The 
SMERU Research Institute, Jakarta, February. 

5 See the Regional Government Service Provision section of USAID–DRSP (2009). op. cited. 
6 Beier, Christoph and Ferrazzi, Gabriele. 1997. The District Autonomy Pilot Program: A New Approach to 

Decentralization in Indonesia. Nord-Süd, First quarter, pages 94–101. 
7 World Bank. 2003. Indonesia - Selected Fiscal Issues in a New Era, Poverty Reduction and Economic 

Management Unit, East Asia and Pacific Region, Report 25437-IND, February 14, pg. 36. 
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9. This first wave of decentralization was soon followed by a growing awareness that the 
framework was incomplete, vague, and lacking implementation support. The “big bang” created 
political and administrative change but highlighted issues needing clarification and the need for 
improvements in the follow-up regulations (both government and ministerial). However, these 
short-term measures were not enough, and by 2002 policy makers were moved to review the 
framework more fundamentally, making a commitment to bring about a more robust 
decentralization/regional autonomy framework.8 Some of the weaknesses identified were: 

(i) unclear distribution of functions between the levels of government; 
(ii) unclear role of the governor as representative of the central government; 
(iii) ineffective system of supervision of regional government, with district/city heads 

tending to ignore governors and the central government; 
(iv) the failure of the current intergovernmental fiscal system to ensure an 

equalization between resource-rich and resource-poor regions, and a mismatch 
between the assignment of expenditures and the assignment of revenues; 

(v) the lack of policy coordination with sectoral laws and regulations, leading to 
contradictory regulations for instance in the forestry and in the mining sector; 

(vi) the strong role of "money politics" in the election of head of regions by the 
regional councils; 

(vii) the unsatisfactory accountability mechanism, which focuses on the annual report 
of the regional head to the council; 

(viii) lack of capacity at the regional level to properly implement the new decentralization 
framework, particularly in planning and financial management; and 

(ix) a lack of programs of the central government to support capacity building in the 
regions. 

 
10. A second wave of reforms was achieved when the foundational laws were revised in 
2004, dubbed a period of “consolidation.” By this time, the Government had seen three full 
years of implementation. It not only wished to add clarity to the legal framework, but also to curb 
the excesses seen in some regions, such as punitive business local taxation/charges and 
oversized regional bureaucracies. However, the revised laws remained general on all of the key 
reform points and had to be followed by a larger number of regulations than in the original 
framework, a process that has still not been completed. The new (emerging) framework has 
been of uneven quality, with some reforms proving to be regressive (e.g., village government) or 
left unresolved (e.g., functional assignment, role of the province/governor), or altogether 
avoided (e.g., civil service). The 2006 stock taking study on decentralization reforms identified 
positive developments including governance innovations in some regions and a more lively civil 
society that was becoming more involved in regional governance.9 
 
11. As the second wave of reforms was in progress in the regions, regional governance was 
benefiting from broader tide of public financial management reform. Three new laws (Law 
17/2003 on State Finances, Law 1/2004 State Treasury, and Law 15/2004 State Audit) placed 
public expenditure management, reaching down to the regional level on a sounder footing. 
Some provisions in these laws, however, did not mesh with the existing decentralization 
framework, creating uncertainty at regional government level. Efforts to unify the conflicting 
streams of legislation have been seen since then, but with mixed success. Limiting efforts in this 
direction was the lack of a national vision shared by politicians, government, and key 
stakeholders, of what decentralization and regional autonomy should accomplish. 
                                                 
8 See for instance the discussion between the Government of Indonesia and donors in the CGI. 2001. 

Decentralization Matrix of Actions: Decentralization Working Group, follow-up to the CGI quarterly review meeting 
of 20 February. 

9 United States Agency for International Development (USAID)-Democratic Reform Support Program (DRSP). 2006. 
Stock Taking on Indonesia’s Recent Decentralization Reforms - Main Report. Prepared by USAID-DRSP for the 
Donor Working Group on Decentralization with funding provided by Decentralization Support Facility (DSF), 
USAID, and Australian Agency for International Development, August. 
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12. A third wave of decentralization reform is presently gathering, with both foundational 
laws again being examined for possible revision (even before all of the implementing regulations 
for the 2004 laws are completed). MOHA aims to steer the laws through the current Parliament 
before the latter’s mandate expires in 2009. 
 
13. It was originally foreseen that by 2007, Indonesia would have concluded its 
“consolidation” of decentralized governance, and would be entering the stage of “stabilization;”10 
but a stable policy and legal frame seems to not be at hand. However, policy and legal stability 
is being affected by the lack of suitable policy and legislative processes that could fashion 
together the minimum level of consensus to address the key issues of decentralization, such as 
the number of regions, role of the levels of government (including villages), balance between the 
councils and executives, etc. Development partners recognize this weakness in the 
management of decentralization, but have not been able to do much about it. Impeding a more 
useful role is their inability to establish an agreed and effective platform for achieving the 
principles of the 2005 Paris Declaration (recently localized as the 2009 Jakarta Commitment) in 
the Decentralization/Local Government sector (D/LG). 
 
C. ADB Strategy and Assistance 
 
14. The Starting Point - Crisis Response and Community-Driven Development. ADB’s 
support for decentralization was initially rooted in its response to the establishment of a social 
safety net on the heels of the multifaceted crisis that swept through Asia, and particularly 
Indonesia, in 1997–1998. Hence, the ADB-financed Social Protection Sector Development 
Program sought to improve health and education service delivery through decentralized 
implementation mechanisms that existed at the time, with an eye toward the emerging reforms 
(that had not yet solidified in the regulatory framework). As the decentralization policy became 
legally enshrined and gained momentum, ADB used the social safety net entry to introduce 
policy-based lending to strengthen community-based service delivery in the urban and rural 
sectors. The policy reforms proposed under the Community and Local Government Support: 
Sector Development Program (CLGSSDP) in 1999 stressed decentralization.11 The CLGSSDP 
loan supported the program of decentralization, while the investment component sought to 
provide employment opportunities to the poor through locally planned and executed investments 
in basic infrastructure and services. 
 
15. The subsequent Community Empowerment and Rural Development Project (CERDP) 
was essentially cast in the same mold as the investment portion of the CLGSSDP, but with a 
greater focus on community-level organizations rather than district government. As the CERDP 
report and recommendation of the President indicates, the project was well aligned with the 
2000 ADB Country Assistance Plan (CAP) for Indonesia, which identified the need to develop a 
diversified rural economic base, create and strengthen rural-urban linkages, improve 
institutional capacity, and enhance the quality of human resources for community development. 
 
16. These ADB efforts to develop local infrastructure through community initiative reflected 
the pattern seen also in World Bank investments at that time, namely the village infrastructure 
projects (VIP) and Kecamatan Development Program (KDP). While these efforts began to refer 
to the Government’s newly promulgated decentralization policies/legislation by 1999, they were 

                                                 
10 Departemen Dalam Negeri Republik Indonesia. 2002. Kebijakan Desentralisasi Dan Otonomi Daerah: 

Permasalahan Dan Tantangan, Ceramah Direktur Jenderal Otonomi Daerah Pada Acara Diskusi Kebijakan 
Desentralisasi dan Otonomi Daerah Dalam Jangka Panjang, Jakarta, 27 November. 

11 Ferrazzi, Gabriele. 1998. Indonesia’s Decentralization Process - An Assessment in the context of the Current 
Economic and Political Crisis, ADB in cooperation with Deutsche Gesellschaft für Technische Zusammenarbeit 
(GTZ) Support for Decentralization Measures (SfDM), Contract No. ADM/98-294. 
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not much different from the community-driven efforts of the preceding few years and did not 
significantly engage with the new challenges presented by the decentralization program of the 
government. In one respect though, they were anticipatory, recognizing that the focus on 
district/city autonomy would need to be complemented with the strengthening of subdistrict, 
village, and community organizations if regional autonomy was to be felt equitably and at the 
lowest levels of society. The ADB CERDP efforts went beyond the World Bank VIP/KDP in 
relation to the government’s decentralization program by recognizing that the Community 
Development staff of MOHA was being devolved to provincial and district/city governments. It 
responded to this recognition with training to make the transferred staff function effectively in 
their new decentralized environment. 
 
17. Focus of Support on Public Financial Management and Fiscal Decentralization. A 
strong focus in ADB support in the D/LG sector emerged early in the reform era as ADB 
directed resources to meeting the public financial management challenges faced at both 
national and regional level. The first direct support given to decentralization came in the form of 
a TA directed at the Ministry of Finance. The TA 4282: Local Government Financing Project 
(LGFP) aimed to prepare a framework for regional government financing from both domestic 
and international sources and to recommend restructuring of supporting institutions. This 
support would not only address weak public financial management at regional government level, 
but also pave the way for ADB lending that was under some pressure to respond to the new 
decentralized environment with regional government directed loans; onlending would be one of 
the issues tackled in the LGFP. The objectives and outputs for TA 4282 were significantly 
revised in mid-2005 and tied to ADB TA 4543: Sustaining Decentralization and Local 
Governance Reforms. This was a late 2004 addition that aimed to harmonize the fiscal 
decentralization framework and prepare the National Action Plan for Fiscal Decentralization 
(NAPFD). Notwithstanding the lack of traction on the original aims of TA 4282, the jointly 
managed TA projects were applied to developing a policy matrix for a proposed loan program 
and the preparation of the related project loan (the Local Government Financial Governance 
Reforms [LGFGR]). Moreover, it is notable that ADB was responding, with the NAPFD, to the 
widely acknowledged lack of vision or plan for decentralization reform. 
 
18. The decentralization focused program loans began with the LGFGR: Sector 
Development Program designed to enable more effective local government public services 
through an improved fiscal, budgetary, and financial management framework. This $300 million 
loan agreed in December 2005 had one disbursement for the 1 year program duration. The 
policy matrix was quite broad in terms of fiscal decentralization and went further to strengthen 
and harmonize the legal framework for regional autonomy and to improve the functional 
assignment of finances. 
 
19. The LGFGR program loan was accompanied by a project loan of SDR20.697 million, to 
last to the end of 2008, to upgrade/expand the financial information system (SIKD) to 100 more 
regional governments; develop a harmonized financial management information system to 
implement public expenditure and fiscal management reforms; and streamline review of draft 
regional regulations (Perdas) on taxes and charges to ensure consistency with higher laws and 
regulations. An ADTA of $500,000 was intended to strengthen the technical capacity of the new 
Regional Autonomy Advisory Council (DPOD) over a 12-month period starting in February 2006 
and ending in January 2007. These three related interventions represent an attempt to 
harmonize the unwieldy and conflicting strands of the decentralization framework. 
 
20. As the LGFGR was being implemented, ADB prepared its Country Strategy and Program 
(CSP) 2006–2009. In line with its experiences with LGFGR and other support, it made 
governance improvements and anticorruption efforts key themes. Decentralization and local 
government finance and governance were seen as key issues in this regard and placed among 
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the five key operational areas of engagement: (i) infrastructure, (ii) financial sector deepening, (iii) 
decentralization, (iv) achievement of Millennium Development Goals, and (v) environment and 
natural resource management. The LGFGR was deemed to be useful in improving 
decentralization and accelerating Millennium Development Goals achievement by strengthening 
regional government capacity and contributing to a more transparent, effective, and efficient policy 
and legal environment for fiscal decentralization, financial management, and service delivery. 
 
21. Accordingly, once the LGFGR was concluded, it was followed by a second phase, 
prepared by end-2008. This LGFGR 2 consisted of a program loan of $350 million to be 
disbursed conditional to policy matrix actions having been carried out, and a TA of $1.5 million 
to support the ongoing development of the reform agenda in regional government financing and 
governance (contained in the NAPFD and the policy matrix for the eventual subprogram 2) and 
its implementation and provide timely policy advice to the Government. An additional TA was 
used for achieving midterm support goals. In LGFGR 1, the desired longer-term impact was 
“more effective and efficient delivery of basic public services by regional governments.” The 
longer-term impact sought under LGFGR 2 was broadly similar: “improved efficiency, 
effectiveness, and interregional equity of regional government spending.” The continuation and 
deepening of some thematic areas under LGFGR 1 revealed the large challenges faced and the 
long-term commitment and magnitude of the resources required to effect desired changes. 
 
22. Thematically Broader Support for Decentralization. In addition to the above 
mentioned strong focus on PFM/FD, ADB assumed a responsive stance to government needs, 
particularly as the scope of the challenges became apparent. Support was, therefore, provided 
to rearrange strategies and practices to conform to the new decentralized form of governance 
desired. This was pursued through separate ADTA projects for onlending, environmental impact 
assessment process, urban infrastructure, and minimum service standards. 
 
23. ADB recognized in the CSP 2002–2004 that the challenge is “to build capacity in a 
sustainable fashion and in coordination with the international community.” Beginning in 2002, 
ADB used a project loan to bolster capacities at regional level, the Sustainable Capacity 
Building for Decentralization, a $42.22 million project, provided assistance to 40 district/city 
regions to assess their capacities and develop plans to raise those capacities on a broad range 
of governance processes. This effort responded to the newly minted government Framework for 
Capacity Building for Decentralization, issued jointly by the National Development Planning 
Agency (Badan Perencanaan Pembangunan Nasional [BAPPENAS]) and MOHA. 
 
24. In keeping with the CSP, ADB also sought to engage with donors and to place the 
decentralization support within a broader governance context. Starting in 2001, it worked with 
the United Nations Development Programme (UNDP) and the World Bank to establish a 
“Partnership for Governance Reform Program,” overseen by a joint Government of 
Indonesia/nongovernment organization/donor board, funded by a trust fund with contributions 
from the European Union, United Kingdom's Department for International Development (DFID), 
the Netherlands, and others. This facility provided TA and seed funding for initiatives in good 
governance, with decentralization being one of eight areas of support. 
 
25. Decentralization Support to Sectoral Programs. ADB has provided support in the 
health and education sectors to Indonesia, beginning in the early days of decentralization. 
Programmatic direction for these efforts derives from ADB’s sector policies as well as 
governance policies. ADB’s 1999 health sector policy12 emphasizes access for all basic health 
services that are effective, cost-efficient, and affordable. As indicated earlier, the CSP13 focuses 
on good governance and capacity for long-term sustainable development, including meeting 
                                                 
12 ADB. 1999. Policy for the Health Sector. Manila. 
13 ADB. 2002. Country Strategy and Program (2003–2005): Republic of Indonesia. Manila. 
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local development needs through decentralization. The Decentralized Health Services Project 
loans (first in 2000 of $65 million, and the second in 2003 for $100 million) sought to develop 
better coordination of public and private service provision at the regional level (DHS1) and to 
help improve the health of the population in the project area through better primary health care 
(PHC) services focusing on the needs of women, infants, children, and the poor (DHS2). As in 
the case of general governance processes, capacity-building activities at all levels of 
government provided much needed managerial and clinical skills to deliver quality PHC services 
in a decentralized context. 
 
26. A similar investment was made in the education sector, beginning with the Decentralized 
Basic Education Project in 2001. This $100 million project loan, running until mid-2008, aimed to 
improve poor children’s enrolment, completion, and learning outcomes from basic education in 
21 districts. It also supported the decentralization of basic education management in the context 
of the administrative and fiscal decentralization. 
 
27. Macroeconomic Program Lending Supportive of Decentralization. Program lending 
has taken support routes. The first, described above, has a direct connection to the 
development or refinement of decentralization policy, particularly fiscal decentralization, 
whereas the second has been driven by broader macroeconomic policy concerns – and 
decentralization is a minor element in the mix. This “dual-track” approach was expected to 
support broader macroeconomic reforms, while continuing the in-depth sector reforms through 
ongoing and proposed programs (e.g., for local government finance) while avoiding overlaps. 
 
28. The macroeconomic-driven support has been undertaken in conjunction with the series 
of development policy loans (DPLs) of the World Bank, stemming from the framework provided 
in the World Bank’s Country Assistance Strategy for 2004–2007. These were seen as vehicles 
for high-level policy engagement to generate renewed momentum on macroeconomic and 
crosscutting reforms. The Government’s Medium-Term Development Plan (and other policy 
documents) served to guide the policy oriented collaboration between ADB, World Bank, and 
the Government of Japan; resulting in the common policy agenda contained in the DPL-2/ 
Development Policy Support Program (DPSP). 
 
29. Four annual loans of $200 million were provided through the DPSP series. While their 
macroeconomic concerns were common, the focus of the decentralization component did vary. 
The first DPSP focused on onlending clarification. DPSP-2 aimed to address subnational debt 
and regional enterprises. DPSP-3 deepened institutional reforms of DPSP-2, and DPSP-4 
contained measures to promote pro-poor budgeting and planning for local governments and 
increased community block grants. 
 
30. Development Partner Activities. ADB and the World Bank have been active in 
Indonesia long before the “reform era,” with program and project loans and TA. Some attention 
to decentralization was built into these vehicles, though within the constraints of prevailing 
government policies. The most direct support to decentralization began in 1992, through the 
Deutsche Gesellschaft fur Technische Zusammenarbeit (GTZ) Support for Decentralization 
Measures. Once the reform floodgates opened, several development partners oriented their 
offerings to support more directly Indonesia’s decentralization reforms. Notable development 
partners include the Canadian International Development Agency (CIDA), United Kingdom 
DFID, United States Agency for International Development (USAID), and Australian Agency for 
International Development, and UNDP. 
 
31. The above development partners have worked together to coordinate their assistance, 
through the Donor-Government Working Group on Decentralization. Since 2005, donors have 
also used the Decentralization Support Facility (founded by DFID, World Bank, ADB, and 
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UNDP) to add resources, coordinate among donors, and more recently to engage on project 
coordination with the government. 
 
32. The development partners have worked on most facets of decentralization at both 
national and regional levels, with varying degrees of results. Some reform areas have received 
relatively little attention due to low demand on the Indonesian side (e.g., civil service reform) or 
growing capacities of national government units/policy networks (e.g., for some financial transfer 
mechanisms). Over time, the division of labor has improved and coordination has allowed 
multiple development partner involvement in some fields with positive results. 
 
D. Key Issues for Evaluation 
 
33. The decentralization scene is complex, with policy making shared among many (if not 
most) central government organizations (both political and bureaucratic). Key characteristics 
include: 

(i) Policy entrepreneurship by the political and bureaucratic units concerned, with 
the apparent intention to expand the power and reach of the benefits gained 
(both individual and institutional). Poor intergovernmental coordination and 
stakeholder consultation are major constraints. 

(ii) A more assertive Parliament and Regional House of Parliament on issues 
concerning D/LG. This is most evident in the proliferation of new districts/cities, 
but is beginning to also touch on other issues, and government prepared bills 
now subjected to a process that rarely leaves them unchanged. 

(iii) Increasing academic and civil society organization interest in D/LG 
policies, with some growing capacity for policy contribution. Government is 
under increasing pressure to make room for their contributions and engagement. 
Network development is occurring, giving academics/civil society organizations 
(CSOs) greater clout. 

(iv) Civil society is becoming more demanding on local government and 
service providers. Individual, groups, and media are placing these 
organizations under greater scrutiny, and with the use of short messaging system 
(SMS) and the internet, dissatisfaction can now be more easily directed to the 
relevant agencies/actors or widely propagated. 

(v) Investors are seeking clarity and fairness in their dealings with multilevel 
government. Complaints of uncertainty over who holds functions and what local 
taxes/charges and other demands are legitimate have been pushing government 
to reconsider some parts of the legal framework to safeguard commerce and 
investment. 

(vi) Government and development partners are increasingly committed to aid 
effectiveness. Donors continue to offer policy and technical support, but are 
under more pressure from the government and their home offices (and publics) 
to show assistance is being used effectively. 

 
34. The special evaluation study (SES) will examine how ADB has navigated in this difficult 
field, and how it can adapt its interventions in response to these drivers. 
 
E. Proposed Special Evaluation Study 
 

1. Scope 
 
35. The SES will focus on decentralization support (encompassing also local governance), 
that has been provided in the context of the 1999 and subsequent reforms that marked a bold 
departure from the centralized governance of the Soeharto years. 
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2. Study Objectives and Key Questions 

 
36. The SES will track ADB’s cumulative contribution over the 10-year study period to the 
priorities established by its decentralization related strategies within the respective CAPs and 
CSP as well for any other priority subsector initiatives that emerged during implementation of 
the CAP and CSP. For each of these priority areas, it will identify ADB’s combined contributions 
over the period—through policy dialogue, lending, TA, and other sector work—and evaluate 
their outcomes. 
 
37. The SES will attempt to identify where ADB’s investments have added value. Examples 
may include (i) the development of capacity to effectively manage decentralization at national 
level; (ii) development of capacity to develop a robust and harmonized legal framework for 
decentralization; (iii) strengthening of financial management and intergovernmental financial 
arrangements at regional government level; (iv) identifying and addressing urgent issues that 
could derail decentralization or could yield the promised benefits of decentralization; 
(v) developing downward accountability to citizens; and (vi) assessing the capacity development 
needs of individuals and institutions involved in D/LG and setting realistic plans to address 
these. In so doing, the SES will contribute toward formulation of the next CSP and ADB’s 
decentralization strategy for Indonesia. 
 

3. Approach and Methodology 
 
38. The SES will be carried out through a combination of studies, interviews, and document 
review to be conducted in Indonesia and at ADB headquarters. Study components are: 

(i) background analysis of the decentralization sector; 
(ii) comparator assessment; 
(iii) analysis of strategic fit; 
(iv) evaluation of completed ADB projects; and 
(v) assessing impact of policy-oriented ADTA and survey of key informants. 

 
39. The overall approach to performance assessment and rating will focus on an 
assessment of the relevance, responsiveness, and results of ADB's program of support to 
decentralization supported by a bottom-up assessment of the relevance, efficiency, 
effectiveness, sustainability, and impact of individual interventions. 
 
40. Background Analysis of the Decentralization Sector. Building on the information 
contained in this paper, an analysis will be undertaken of the key dynamics in Indonesia’s 
decentralization, noting government’s objectives and strategy; current institutional and 
governance structures; central-regional relations; and the role of emerging political actors and 
civil society and the role played by development partners. Results will be summarized in a 
strength-weaknesses-opportunities and threats (SWOT) analysis. 
 
41. Comparator Assessment. An assessment will be made of the relative roles played by 
key actors in Indonesia’s decentralization in terms of inputs and influence over policy making 
and key types of capacity development. The intention will be to highlight areas where actors 
have interacted fruitfully, particularly with reference to development partners. Some comparison 
with other countries will be made, in particular with the experience of ADB's support to 
decentralization in the Philippines. 
 
42. Analysis of Strategic Fit. The relationship between ADB’s program as set out in 
strategic documents including past CSPs and government’s strategic objectives will be 
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assessed. This will focus on both the overall program and also the relevance of individual 
program components to the strategy. 
 
43. Evaluation of ADB Projects. Both past and continuing projects will be evaluated 
against the criteria of relevance, efficiency, effectiveness, sustainability, and impact (REESI). 
This will involve an in-depth review of project completion reports (PCRs), project performance 
evaluation reports (PPERs), back-to-office reports, and past evaluations. Any completed 
projects which have not been covered by past evaluations will be subjected to a PCR validation 
exercise. Continuing project evaluation will focus on relevance and efficiency to date. Following 
the review of existing documentation, a series of field visits will be undertaken to assess both 
the technical and economic aspects of the investment. For each project, a program loan 
summary sheet will be prepared (Appendix 1). 
 
44. A regional field visit will be undertaken in a province (and district/cities) where ADB has 
made considerable investments related to decentralization. The selection will consider regions 
where ADB has contributed with a combination of capacity development project, sectoral 
projects, and TA (possibly in Sulawesi). 
 
45. Assessing Impact of Policy-Oriented ADTA. ADTA projects will be evaluated against 
REElS using a review of all available existing documentation including TCRs, TA papers and 
other findings, such as the stock taking studies of decentralization reforms undertaken by other 
development partners. A series of questionnaires will then be used for structured interviews with 
executing agencies, projects officers, and consultants, the results of which will be summarized 
in summary sheets (Appendix 2). 
 
46. Survey of Key Informants. Throughout the evaluation, the opinions and experiences of 
key informants will be sought both through structured questionnaires and through interviews and 
meetings with project beneficiaries, nongovernment organizations/private sector, and other 
donors. 
 

4. Evaluation Criteria 
 
47. The analysis will take into account the Independent Evaluation Department guidelines 
for program loan evaluation. This subcriteria to be used in the bottom-up evaluation are 
summarized below: 
 
48. Relevance. This refers to the extent that ADB’s lending and nonlending operations in 
the decentralization sector (i) had a focus consistent with the country’s development needs, 
priorities, and capacities, and with ADB’s country and sector strategies; (ii) were in line with 
ADB’s comparative advantages; (iii) achieved critical mass were balanced across objectives, 
selective, and focused; (iv) were harmonized with support of other development partners; 
(v) were based on sound diagnostic analysis and took account of past lessons and experiences 
in the country; and (vi) were appropriately designed to achieve intended outcomes. 
 
49. Effectiveness. This refers to the extent that ADB’s lending and nonlending operations in 
the sector (i) were successful in contributing to outputs and outcomes in support of Indonesia’s 
goals and objectives, (ii) achieved the intended results defined by the country operational 
strategies (COSs)/CSP/country partnership strategies (CPSs), and (iii) achieved the outcomes 
defined in the design and monitoring frameworks of the individual projects and TA projects. 
 
50. Efficiency. This is a measure of how well resources were used by the ADB projects, TA, 
and other support in achieving sector outcomes. It will be measured by the extent to which the 
ADB’s resources were optimally utilized in terms of (i) the net contribution of ADB assistance to 
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broad-based socioeconomic progress through support for essential sector, policy, and 
institutional enhancements; (ii) the direct, net economic benefits of ADB’s support; (iii) the 
degree to which the benefits of ADB support have reached the poor; and (iv) the degree of cost 
assistance in delivering the support and coordinating sector operations, compared with the 
costs of providing such assistance to other developing member countries.  
 
51. Impact. This refers to the direct effect of the project at a particular point in time. It will be 
measured by assessing (i) intended and unanticipated impacts, (ii) impacts directly attributable 
to the project, (iii) comparator analysis, and (iv) channels through which effects and impacts 
have been achieved. 
 
52. Sustainability. This criterion examines the likelihood that the outcomes achieved by TA 
in the sector/thematic area will be sustained in future. Determinants of sustainability may include 
(i) human, institutional, and financial resources; (ii) policies, procedures, and financial 
structures; (iii) political commitment by parties and government; and (iv) citizen views of benefits 
received and the conduct of regional government. 
 
53. For the top-down evaluation, the subcriteria will include the following: 
 
54. Strategic Relevance. This will assess whether the most strategic opportunities for 
assistance were exploited effectively and the relationship between national programs and those 
funded by ADB. It will examine whether ADB’s strategies for decentralization provided a sound 
direction for ADB support that responded to Indonesia’s needs and priorities. It will also assess 
how ADB's strategy was linked to the efforts of other development partners in fashioning 
priorities and whether there was a sensible division of labor in support of these priorities. 
 
55. Responsiveness. The alignment of the program with strategy will be examined in terms 
of whether ADB’s program of loans, TA, and other sector assistance was aligned with both ADB 
and government strategies for decentralization in terms of consistency, coherence, and critical 
mass. This will include an assessment of the degree of government program ownership and the 
degree to which ADB’s program was flexible in response to changing government demands. 
 
56. Results. Three areas will be evaluated: 

(i) Performance of the assistance program. This will examine the extent to which 
ADB effectively influenced the decentralization process. Issues to be covered will 
include how political developments affected performance, how the national and 
regional governments responded to government policies and capacity 
development efforts of the government and development partners, and the role of 
civil society.  

(ii) The value addition of ADB support. This will be assessed from the perspective of 
whether ADB support to the development of decentralization was likely to lead to 
positive outcomes. Also, an assessment will be made of the wider contribution 
and influence of ADB support to assisting Indonesia to address the needs, 
priorities, and challenges of decentralization and where this support added value. 

(iii) The performance of ADB. This will review how effective a development partner 
was ADB in terms of the quality of its dialogue, advice, and support; its 
responsiveness to country needs; and its consistency in following its mandate, 
objectives, and strategies. Issues to be covered include a comparison of ADB’s 
performance with that of other donors in the sector and the effect of both internal 
and exogenous factors on performance. 

 
57. The evaluation will include the identification of the lessons and good practices that can 
be derived. Issues may include (i) strategic relevance—whether ADB’s focus is appropriate and 
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which approaches have worked best; (ii) responsiveness—the timing and scope of ADB 
engagement in relation to major sector priorities in Indonesia; and (iii) results—the progress 
made in implementing the subsector program. 
 

5. Limitations 
 
58. The SES will have the following limitations: 

(i) It will examine projects and programs classified under (a) economic and public 
affairs management; and (b) public expenditure and fiscal management, where 
these have components related to decentralization. 

(ii) It will exclude preparatory TA projects unless these encompassed components 
typical of ADTA projects. 

(iii) Outcomes assessment of individual projects will be limited to projects that have 
been completed and for which PPERs or PCRs will be available. 

(iv) Studies on socioeconomic and poverty impacts will rely on completed and 
ongoing studies in view of the complexity, time required, and difficulty in 
generating reliable results or findings. 

 
6. Schedule and Resource Requirements 

 
59. It is proposed to prepare the study between October 2009 and February 2010. The draft 
SES report will be circulated for internal Independent Evaluation Department review in I January 
2010. The principal milestones are summarized below: 
 
Scoping – Completed (18–21 May 2009) 
Preparation of evaluation approach paper – Completed 
Submission and approval of evaluation approach paper – I October 2009 
Background analysis – I September–III October 2009 
Main field studies and interviews in Indonesia – IV October–I November 2009 
5-page storyline – I–II November 2009 
Consultant’s draft report – III November 2009 
Draft SES report – IV November–II December 2009 
IED internal review – II December 2009 
Interdepartmental Circulation – I January 2010 
Draft to Editor – I–II January 2010 
Meeting with Regional Department – III January 2010 
Submission to Director General – IV January 2010 
Approval by Director General – I February 2010 

 
60. It is proposed that during study preparation, the team leader will conduct two missions to 
Indonesia to liaise with Government and to take part in the field work, one of 1 week and one of 
2 weeks duration, respectively. 
 
61. The proposed study team will be led by the team leader, and will include one 
international consultant and two domestic consultants. The roles of team members will be as 
follows: 

(i) Team Leader/Senior Evaluation Specialist, IED2. The team leader will initiate 
and manage the study, establish cooperation with the Indonesian authorities and 
other relevant organizations, liaise with the Southeast Asia Department (including 
the Indonesia Resident Mission [IRM]), supervise the consultants’ work on study 
components, make presentations to the Indonesian authorities and presentations 
within ADB, prepare the evaluation report, prepare the contributions from the 
SES toward a future Indonesian CAPE, and disseminate the SES findings. 
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(ii) Decentralization Specialist/Coordinating Consultant (international consultant, 
2.0 person-months intermittent) with substantial experience of evaluation, 
decentralization, and local governance (institutional and policy analysis and 
capacity development), and country experience in Indonesia and other developing 
member countries. This expert will be responsible for the analysis of strategic fit, 
review of the evaluations of completed ADB projects, review of existing studies in 
decentralization, assessing the impact of policy-oriented TA, and preparation of 
assigned sections of the evaluation report. He/she will supervise the domestic 
consultants and liaise with the participating members of IRM. 

(iii) Evaluation Facilitator (domestic consultant, 1.5 person-month intermittent) with 
experience of decentralization in Indonesia, and intimate knowledge of the 
government structures and policy makers. He/she will assist in conveying the 
goals and approaches in the SES to government counterparts, facilitate the 
meeting of government officials related to the evaluation study (for specific 
programs/projects/TA or to gain concurrence and obtain overall views or 
response to the SES draft), and advise on approaches to the SES.  

(iv) Decentralization/Local Governance Specialist (domestic consultant, 1.5 person-
months intermittent). He/she will conduct field studies, interviews, and data 
collection in Indonesia under the guidance of the International Decentralization 
Specialist. This expert will assist in liaising with IRM members of the team. 

(v) ADB headquarters-based evaluation expert (domestic consultant, 2 person-
months intermittent). He/she will assist in the conduct of the desk review phase 
of the evaluation. 

 
62. The services of an interpreter/translator will also be required (reimbursable expense 
item). 
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PROGRAM LOAN ASSESSMENT 
 

Loan 
No. 

Title Appraisal 
Start 

Appraisal 
End 

Negotiations 
Start 

Negotiations 
End 

      

 
Effectiveness in 
Loan Agreement 

Actual 
Effectiveness 

Physical End 
Date 

Financial End  
Date 

Number of 
Extensions 

     

 
Board Approval Loan Amount Approved/Revised 

($ million) 
Committed 
($ million) 

Uncommitted  
($ million) 

     

 
PPTA   

Related 
TAs ADTA  

 
1. Interviews 

 Name Address/Email Address Completed 
Project  
Officer  
 

   

Executing 
Agency 
 

   

    

   

    

 
2. Impact 

Impact  
Impact 

 
Achievement Poverty Growth Equity 

     

     

Overall Rating Key – 
3 = Above Expectations 
2 = Meets Expectations 
1 = Low 
0 = Negligible 
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3. Outcomes 

Outcome  
Outcome 

 
Target 

 
Achievement Policy 

Change 
Institutional 

Change, 
Development 

Public 
Resource 
Alignment 

Other 

       

       

Overall Rating Key – 
3 = Above Expectations 
2 = Meets Expectations 
1 = Below Expectations 
0 = Negligible 

    

 
4. Component Outputs 

 
Components and Outputs 

 
Target 

 
Achievement 
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5. Evaluation Criteria 
Relevance 

What public resource or institution problem did the operation 
set out to address and/or what market problem did the 
operation set out to address? 

Where these problems seen as the priority problem/binding 
constraint, then and now? 

How effective was dialogue and consultation with stakeholders 
during preparation? 

Were the policy, public resource and/or institutional changes 
and/or development consistent with the government’s 
development plans and reform agenda?  

What was the need and demand for the reform then and now? 

Was the program’s rational and justification for government 
policy change and ADB’s involvement clear then and now? 

Have the reform issues and agenda changed with respect to 
the original design?  

What policy and design alternatives were considered at the 
design stage? 

Were scale, sequencing and complementary reforms and 
investments considered? 

What was the government’s view on what would happen 
without the reform?  

  

Effectiveness 

Was the outcome for the operation stated in the CPS? 

Were planned activities undertaken and outputs achieved? 

Were the sufficient and the right activities planned and 
undertaken to achieve outputs and outcomes? 

Were key needed policy decisions and/or changes endorsed? 

Were any policy trade-offs, vested interest, gainer and loser 
issue resolved? 

Were loan and counterpart funding resources sufficient to cover 
costs arising from reforms to effect planned activities, outputs 
and changes? 

Were changes implemented as envisaged? 

What were major shortcomings, unintended side effects? What 
were the reasons? 

How far have assistance outcomes been achieved? Are they 
verifiable? 

What factors affecting achievement of outputs and outcome 
were within and outside EA and ADB’s control? 
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Efficiency 

Was the program prepared, negotiated and started in a timely 
and effective manner? 

Were related agencies and institutions ready to provide 
services and products as planned? 

Were stakeholders aware of the program’s costs and benefits? 

Were changes implemented as planned and on time?  

What factors affected implementation? 

Were costs in line with estimates and in line with comparator 
programs? 

Were budget or other resource realigned as planned? 

Did the government at the relevant level provide counterpart 
funds, or adjust budgets, as and when needed and planned? 

Were there unanticipated costs? What was the effect on the 
reform implementation? 

Were benefits realized, used, and valued as planned by 
beneficiaries? 

Did users pay for any new charges and/or taxpayers pay 
additional taxes as planned? 

  

Sustainability 

Are institutions or goods and service providers able to continue 
to provide the service or goods after program completion? 

Are intended beneficiaries still using goods and services?  

How satisfied are beneficiaries with goods and services 
provided as a result of changes? 

Are beneficiaries still paying for goods and services where 
expected? What factors affect willingness-to-pay? 

Are target institutions able to finance recurrent costs and pay 
for goods and services after project completion?  

Are institutions able to finance recurrent costs and pay for 
goods and services after project completion? What factors have 
affected the fiscal sustainability? 

Are personnel involved in the program and related institutions 
or those who received training and advisory support still with 
the project/program?  

Do present personnel have the capacity to provide the service 
supported by the TA? 

What is the degree of resilience of development benefit: 
technical; financial; economic; social support; environmental; 
ownership 
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Institutional Development 

How has the operation contributed to the strengthening of the 
public institution capacity for stable, transparent, predictable 
implementation of mandates? 

How has the operation contributed to improving organization 
capacity? 

How has the operation contributed to improving private sector 
capacity? 

How has the operation contributed to improving civil society and 
NGO organization? 

How has the operation contributed toward improving 
governance of the public sector? 

Other Impacts 

How did the project contribute to macro-economic balance and 
growth? 

How did the project contribute to improved and more equitable 
distribution of goods, services, income improvements? 

How did the project contribute to poverty reduction and MDGs? 

How did the project contribute to environmental sustainability? 

Were there any unanticipated positive or negative impacts?  

How did the project contribute to improved and more equitable 
distribution of goods, services, income improvements? 

  

Overall rating   

Key – 
3 = High 
2 = Substantial 
1 = Low 
0 = Negligible 
 
6. Key Issues 
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ADTA ASSESSMENT 

TA 
No. 

Title Concept 
Paper Date 

Approval 
Date 

Start 
Date1 

End 
Date2 

      

 
Approved/Revised Expended on 

Approved 
Project 

Unspent on 
Approved 

Project 

Spent on Other 
Issues 

 
 

TA Amount 
    

 
Consultants  

 
1. Interviews 

 Name Address/Email Address Completed 
Project  
Officer 

   

Executing 
Agency 

   

Consultancy 
Company 

   

    

    

 
2. Objectives 

Impact  
Objective 

 
Achievement Policy/ 

Regulatory 
Capacity 
Building 

Other 

 
 
 
 
 
 

    

Overall Rating Key – 
3 = Above Expectations 
2 = Meets Expectations 
1 = Low 
0 = Negligible 

   

 

                                                 
1 Refers to earliest contract date of consultants. 
2 Refers to physical completion of TA not account closing of the TA. 
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3. Outcomes 
Outcome  

Outcome 
 

Target 
 

Achievement Policy/ 
Regulatory 

Capacity 
Building 

Other 

 
 
 
 
 
 
 

     

Overall Rating Key – 
3 = Above Expectations 
2 = Meets Expectations 
1 = Low 
0 = Negligible 

   

 
4. Outputs 

 
Output 

 
Target 

 
Achievement 

 
 
 
 
 
 
 

  

 
5. Conditions 
Approach  

Ownership  

Counterpart Staff  

Training  

Recommendations  

Consultant 
Performance 

 

ADB Performance  

 
6. Evaluation Criteria 
Relevance   
Effectiveness   
Efficiency   

Sustainability   

Other Impact   
Overall rating   
Key – 
3 = High 
2 = Substantial 
1 = Low 
0 = Negligible 
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7. Key Issues 
 
 
 
 
 
 
 
 
 
 
 
 
 
8. Others 
 
 
 
 
 


