
 
MANAGEMENT RESPONSE TO IED'S COUNTRY ASSISTANCE PROGRAM EVALUATION: 

INDONESIA, 2005-2018 
 

  
On 23 October 2019, the Director General, Independent Evaluation Department, received 

the following response from the Special Senior Advisor to the President on behalf of Management: 
 

I.  General Comment 
 
1. Management acknowledges that the Country Assistance Program 
Evaluation (CAPE) for Indonesia, 2005-2018 rates ADB's strategy and program for 
the country as successful on the borderline. We appreciate the opportunity to 
review, provide comments, and discuss our feedback during the technical review 
meetings, which were taken into consideration in the finalization of the CAPE. 
Notwithstanding, we believe that the country program may have been underrated 
with the inclusion of 'on the border line'. We had previously shared our reservations 
and concern that the CAPE fails to adequately consider Indonesia's country 
context in presenting the assessment and findings. In some cases, for example in 
the education sector, the report is quite negative based on largely anecdotal 
references. 
 
2. While the CAPE provides inputs to the preparation of the next Country 
Partnership Strategy (CPS, 2020-2024), we would like to highlight that ADB is 
already implementing the operational recommendations through our ongoing 
country program. We also note that the strategic recommendations are broadly in 
line with the government's forthcoming medium-term development priorities and 
the proposed strategic focus of ADB's next CPS. 
 
II.  Management Response 
 
3.  Strategic Recommendation 1: Focus on boosting Indonesia's path to 
inclusive growth and environmentally sustainable and climate resilient 
growth, two of its most pressing development challenges, in the context of 
high inequality and growing environmental challenges. 
 
Management agrees. ADB country program has been supporting inclusive and 
environmentally sustainable growth in Indonesia. For example, ADB has 
supported important policy reforms, which include improving the effectiveness of 
public expenditure, integrating sustainable development goals in the national 
development plans, and energy sector reforms. ADB's sovereign and 
nonsovereign investments have stepped up financing of renewable sources of 
energy and exploring application of new technologies for waste-to-energy. ADB 
investments in Indonesia have mobilized large cofinancing from key development 
partners reflecting ADB's value creation in the space of inclusive and sustainable 
growth in the country. 
 
ADB will strengthen its efforts, in its forthcoming new CPS, to boosting Indonesia's 
path to inclusive, environmentally sustainable and climate resilient growth with 
greater strategic focus. ADB will support the government to implement its 
Nationally Determined Contribution (NDC) under the Paris Agreement by helping 



to develop and finance a low- carbon investment pipeline. ADB will adopt an 
integrated approach to embed climate change adaptation and disaster risk 
reduction measures in infrastructure investments. ADB will seek to strengthen its 
engagement in environmental sustainability. ADB will support the government on 
disaster risk financing options, which will improve the management of residual risk, 
thereby speeding post-disaster recovery and reconstruction. Through regional 
technical assistance (TA), ADB is supporting the introduction of nature- based 
approaches in flood risk management projects in Indonesia. 
 
3. Strategic Recommendation 2: Strengthen local government capacity 
by working selectively with provinces, districts, and large cities to enable 
local governments to provide support for infrastructure development in 
various sectors. 
 
Management agrees. We agree that local government capacity is vital for 
improving the quality of public service delivery and· achieving desired development 
outcomes, particularly in Indonesia's decentralized context. ADB has been 
providing technical support to select local governments on public financial 
management, and more recently on developing public-private partnership (PPP) 
infrastructure projects. However, there are legal and operational difficulties in ADB 
or other multilateral institutions working directly with local governments, which the 
country program is seeking to address, inter alia, by designing suitable cooperation 
arrangements between central and subnational governments that do not conflict 
with the principle of functional and fiscal decentralization. In addition, ADB has 
significant experience in working directly with local governments until 2006--2007. 
 
Accordingly, in the next CPS period, ADB will increase attention to local economic 
development. ADB program will help build local government capacity including on 
raising capital and opening private investment opportunities to close the 
infrastructure gap and help improve the quality of infrastructure. ADB is 
considering supporting sustainable rural transformation by promoting village 
economic empowerment, stimulating village entrepreneurship, and strengthening 
the local government planning process. ADB programs will contribute to local 
workforce skills development aligned to local industrial needs to address skills 
mismatch. ADB will promote cross-border trade to help deepen regional integration 
and support government's plans on developing border areas, thereby reducing 
regional disparity. ADB will explore opportunities to partner with local governments 
on investment projects and PPPs. 
 
4. Operational Recommendation 1: Tackle project readiness issues and 
offer better and more innovative project designs to improve the quality and 
implementation of ADB- supported investment projects. 
 
Management agrees. This has been one of the top priorities of the Southeast Asia 
Department (SERD) for the past four years. With increasing pipeline of sovereign 
and nonsovereign investment projects, ADB is using different modalities, such as 
country TA, project readiness facility, transaction advisory services, and possibly 
the use of multitranche financing facility to support infrastructure project 
development and strengthen project readiness. The Accelerating Infrastructure 
Delivery through Better Engineering Services Project, approved in December 2016 
in the amount of $148.20 million, is a clear example in point. The Government of 



Australia financed Sustainable Infrastructure Assistance Program (Phase 1 and 
Phase 2) provides significant cofinancing support for project preparation and 
readiness. ADB is also supporting innovative project financing facilities targeting 
investments in green infrastructure. 
 
Building on the ongoing efforts, ADB and the government have agreed to 
strengthen portfolio performance  by executing a sound portfolio performance 
action plan, which includes: (i) strengthening joint portfolio monitoring with the 
governments to closely monitor and address implementation issues, (ii) improving 
project readiness and advance actions to reduce start-up delay, (iii) using the 
agreed harmonized bidding document for national bidding to accelerate 
preparation of bidding documents, and (iv) tailor-made capacity building to meet 
specific institutional needs. ADB will further strengthen project readiness by 
making better use of existing project preparation facilities, seek to use country 
safeguard system, and utilize advance procurement options for early 
commencement of construction works. 
 
5. Operational Recommendation 2: Diversify financing modalities, to 
ensure that policy reforms supported by policy-based lending are 
complemented by other modalities, including results-based lending and 
investment projects, to achieve the targeted development outcomes. 
 
Management agrees. ADB has been extending substantial efforts towards the 
diversification of financing modalities, resulting in a more balanced mix of 
modalities in the forward pipeline. At the same time, as a trusted development 
partner, ADB will need to continue to exercise flexibility to rapidly and effectively 
respond to support the government in cases of economic and natural disaster 
related shocks. 
 
The program in the next CPS period will compose of a well-balanced and 
diversified suite of financing modalities that will be carefully sequenced to ensure 
that policy reforms, supported by policy-based arid results-based lending, are 
reinforced with investments to drive targeted development outcomes. Indicatively, 
ADB may support structural reforms and macroeconomic stability using policy-
based lending instruments in priority areas such as economic diversification, labor 
productivity and skills development, infrastructure finance and financial inclusion. 
Results-based lending instruments may be used to advance social protection, 
increase energy access, and possibly in other subsectors. ADB will use investment 
lending particularly for large, multiyear infrastructure projects. ADB may use 
Project Readiness Financing instrument for innovative project pipeline 
development and to help build technical capacity and strengthen institutions. The 
design and implementation of ADB financed projects will be supported by technical 
assistance through regional TA facility as well as the country-specific TA. ADB is 
seeking to expand its footprint in Indonesia for nonsovereign operations and PPP 
transactions advisory services. 
 
6. Operational Recommendation 3: Improve the framing of operations 
by providing strong analytical underpinnings and results frameworks to 
support policy reforms and capacity building and institutional 
strengthening. 
 



 
Management agrees. ADB has stepped up on knowledge work and supported the 
government with several background analytical papers that are designed to inform 
the new national medium-term development plan (2020-2024) in ADB priority 
areas of operations. A comprehensive report on Indonesia's manufacturing sector 
was published in February 2019 jointly by ADB and the National Development 
Planning Agency, led by ADB's Economic Research and Regional Cooperation 
Department (ERCD). The previous CPSs and operations were also guided by such 
products. Good examples are the energy sector white papers and education sector 
assessments produced by ADB. ERCD had earlier produced a comprehensive 
growth diagnostics assessment. These knowledge products also provide analytical 
underpinnings to support policy improvements and capacity and institutional 
building. Such engagements have supported joint understanding and dialogue with 
the government and other key stakeholders on respective sector challenges, 
opportunities, and possible solutions. 
 
In the next CPS period, ADB's knowledge service role will be further expanded in 
line with increased government demand, with knowledge support to be provided in 
three broad areas. First, knowledge generation will be inherent in ADB's efforts to 
promote evidence- based policy reform and program development. ADB will 
support sound diagnostics and policy dialogue to inform structural reforms. 
Second, knowledge products and services will be provided in response to requests 
to help address specific operational challenges in ADB priority areas. Third, a 
selected number of medium-term strategic issues will be addressed to help the 
government formulate its long-term development strategies, policies, and 
programs. 

 


