
 

INDONESIA: COUNTRY STRATEGY, 2006-2009 FINAL REVIEW  

CPS Priorities Validity of the Strategic Focus 
Resource Allocation 

Retrospectives  Lessons 
Core areas of specialization 
Strategy 2020 Core Area 
Infrastructure: Improved 
infrastructure and infrastructure 
services, including rural 
infrastructure, to contribute to 
increased public and private 
sector investment, and improved 
sector regulation 

ADB support was aligned with National 
Medium-Term National Development Plan 
2005-2009 (RPJMN) and Strategy 2020 
focus, and was an integral part of a 
government-led policy reform program to 
develop an enabling environment and 
model public private partnership projects, 
and to support the rural infrastructure 
components of the national community 
empowerment program (PNPM Mandiri) 
for poverty reduction. 

$940.5 million  of $3,854 
million or 24% of which : 
ENV:  0 
GE + EGM:  5% 
PSD: 100% 
RCI: 0 

Infrastructure reform efforts should be 
incremental, realistic and focused on a 
achievable and well-prioritized number of sub-
sectors and issues. 
 
There are merits to supporting infrastructure 
delivery using community-development 
approaches and government  anti-poverty 
programs.  

Strategy 2020 Other Area: Public 
Sector Management: Support 
was to focus on a more 
sustainable, transparent, and 
equitable fiscal decentralization to 
provide local governments with 
the means to improve the quality 
as well as the volume of service 
delivery.   

Support was directly linked to improving 
regulations and building financial and 
public management capacity for macro-
stability, private investment and 
decentralized service delivery, to support 
the government’s growth, decentralization 
and fiscal reform efforts.  Specific attention 
was devoted to social service delivery 
under a Millenium Development Goal 
acceleration program, in line with RPJMN 
and ADB priorities.  

$1650 million out of 
$3,854 million (excluding 
the 2009 Public 
Expenditure Support 
Facility Program of $1 
billion) or 43% of which: 
ENV: 0 
GE + EGM: 0   
PSD: 79%   
RCI: 0 

Supporting government led reforms is important. 
 
Having several major donors cooperate in 
support of reform helps ensure common policy 
advice and reduces aid transaction costs. 
 
Decentralization reform requires strong 
government commitment, coordination, clearer 
functional assignment and capacity building at 
many levels. 

Strategy 2020 Core Area: 
Finance:  Goal was to encourage 
greater domestic resource 
mobilization to support growth 

Focus on capital markets development 
was appropriate as the Indonesian 
financial sector continued to be dominated 
by commercial banks. Support for financial 
market governance was timely when the 
global financial crisis tested Indonesia’s 
financial markets. 

$600 million out of $3,854 
million or 16% of which: 
ENV: 0 
GE + EGM: 0 
PSD: 100% 
RCI: 0 

Capital market deepening will require favorable 
global financial market conditions, in addition to 
domestic reforms. 
 
Cluster program approach is an appropriate 
vehicle for supporting long-term institutional 
reform of the capital markets whose timing is 
sensitive to changes in the financial market 
setting. 

Strategy 2020 Core Area: 
Environment:  The objective was 
sustainable natural resource 
management (NRM)and reduced 
pollution 

ADB’s focus on improved water resources, 
coastal and marine resource 
management, reduced flood risk and 
better livelihood opportunities in rural 
areas built on past ADB experience.  It 
also recognized that many other partners 
were involved in other areas of NRM.  
During CSP implementation, the focus 
widened to incorporate other issues, such 
as renewable energy use, energy 
conservation, and CDM financing as 
government and ADB devoted increasing 
attention to climate change. 

$83.3 million out of 
$3,854 million or 2% of 
which: 
ENV: 100% 
GE + EGM: 100% 
PSD: 40% 
RCI: 0 

Long time frames are required to institutionalize 
change in resource management patterns. 
 
Community empowerment in all aspects of 
planning and management is critical to success. 
 
There is a need for ADB to focus its 
interventions on key watersheds. 
 
More emphasis is needed on developing 
sustainable livelihood options within natural 
resource management oriented operations.  
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CPS Priorities Validity of the Strategic Focus 
Resource Allocation 

Retrospectives  Lessons 
Core areas of specialization 
Strategy 2020 Core Area:  
Education: To introduce 
innovative 
approaches and improve access 
to quality social services 

All interventions were anchored in 
RPJMN’s objective of improving human 
resources and developing the labor force. 
Support for policy reforms aimed at 
expanding access, quality and governance 
of basic education, and improving special 
allocation funds (DAK) allocations for 
education and better targeting assistance 
to the poor. Improved Madrasah (Islamic 
village) education was supported. 

$580 million (including the 
$400 million Poverty 
reduction and MDG 
acceleration program) out 
of $3854 million or 15% of 
which: 
ENV: 0 
GE + EGM: 100% 
PSD: 14% 
RCI: 0 

Innovative service delivery models will need to 
be scaled-up. 
 
Synergies across projects have been difficult to 
achieve because of wide geographical spread. 
 
Community participation in service delivery 
lowers costs and improves performance but its 
sustainability merits attention. 

Drivers of change 
Private sector development and 
private sector operations.  
Supported by expanding private 
sector operations and improving 
the regulatory framework for 
private infrastructure projects  

Strategic focus remained valid although a 
longer time-frame was needed to improve 
enabling environment for private 
participation in infrastructure.   Private 
sector operations in infrastructure lagged 
expectations. 

See above. Macro-stability, competitiveness and fiscal 
prudence underpin private sector development. 
 
Enabling environment reforms will take time to 
be fully implemented and to overcome binding 
constraints. 

Good governance and capacity 
development.  All  ADB activities 
were designed to  strengthen 
national and subnational 
governance by promoting 
institutional development and 
strengthening capacities for 
improved pubic sector 
management 

Public financial management emphasis 
has been appropriate with considerable 
progress registered in fiscal controls 
(Treasury Single Account, regulations to 
underpin the State Finance, Treasury, and 
State Audit Laws enacted in 2003-2004), 
solid progress in local public financial 
management, strengthened anti-corruption 
mechanisms, high profile corruption 
prosecutions, and introduction of e-
procurement. 

See above. There is a need for intensive, long term 
commitment. 
 
Support for capacity development is important 
to enable local governments to manage their 
personnel and finance more efficiently and 
effectively. 
 
Procurement, audit and accounting reforms are 
important to improve public finance integrity. 

Gender and Development.  This 
was pursued by mainstreaming 
specific components into projects 
and increased benefits for women. 

Focus was appropriate but opportunities 
for mainstreaming gender support were 
limited by the infrastructure and economic 
reform nature of program loans. 

See above. More attention is needed to meet ADB’s gender 
targets. 
 
More efforts are needed to build ownership of 
the GAP process within the government. 

Regional Cooperation.  A 
proactive approach to assisting 
BIMP-EAGA and IMT-GT to 
enhance road map 
implementation and assist other 
regional cooperation initiatives. 

Two sub-regional cooperation initiatives 
have begun revitalizing.  Coral triangle 
initiative was launched and OREI helped 
support a coordinated ASEAN response to 
the financial crisis. 

See above. Progress is hampered by limited lending 
opportunities and distinct country and regional 
planning processes. 
 
Government buy-in of regional cooperation 
initiatives is important. 

ADB = Asian Development Bank; ASEAN = Association of Southeast Asian Nations; BIMP-EAGA = Brunei-Indonesia-Malaysia-Philippines East ASEAN Growth 
Area; CDM = Clean Development Mechanism; DAK = Dana Alokasi Kusus (special allocation funds); ENV = environment; EGM = effective gender mainstreaming; 
GAP = Gender Action Plan; GE = gender equity; IMT-GT = Indonesia-Malaysia-Thailand Growth Triangle; IRM = Indonesia Resident Mission; MDG = Millennium 
Development Goals; OREI = Office of Regional Economic Integration; PNPM Mandiri = national community empowerment program; PFM = public sector financial 
management; PSD = private sector development; RCI = regional cooperation and integration; RPJMN = National Medium-Term National Development Plan 2005-
2009 
Sources: ADB. 2006. Indonesia: Country Strategy and Program, 2006−2009. Manila; ADB staff estimates. 
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