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DEVELOPMENT COORDINATION 
 

A. Major Development Partners: Strategic Foci and Key Activities  
 
1. Traditionally, the Asian Development Bank (ADB), Japan, and the World Bank have 
been the government’s principal development partners in the infrastructure sectors. Given the 
importance of infrastructure reforms for the medium-term development plan (RPJM), in early 
2006 at the onset of the Infrastructure Reform Sector Development Program (IRSDP), the 
government asked the Government of Japan and the World Bank to cofinance the IRSDP. The 
World Bank responded positively and Japan, through the Japan International Cooperation 
Agency (JICA), actively participated in all processing missions in 2006. As the infrastructure-
related elements of the strategic investment action plan were incorporated in the IRSDP, the 
Government of Japan adopted its policy matrix and approved cofinancing of $100 million in 
March 2007, 4 months after ADB approval of the $400 million loan for subprogram 1. For 
programming and other reasons, the World Bank was unable to process its contribution in 2006, 
but its staff participated as observers in the ADB–JICA missions and made a number of useful 
suggestions that were incorporated into the IRSDP policy matrix. Processing of the World 
Bank’s Infrastructure Development Policy Loan (IDPL) took place 1 year later and was 
completed with the approval of the $200 million IDPL 1 in December 2007. The design and 
implementation of the IRSDP reform measures have greatly benefited from the close 
cooperation of the three institutions. 
 
2. For the second-stage operations in 2008, the processing of the subprogram 2 loans from 
ADB and the Government of Japan have been synchronized with that of the IDPL 2. The 
reforms being recognized by the World Bank’s IDPL series are a smaller subset of the 
government’s reforms, focused on areas of high priority to the government, and where the 
World Bank is also closely involved in dialogue with the government. Therefore, the IDPL had 
an extra subprogram in 2009 (IDPL 3) at the government’s request. Close coordination among 
all three partners is maintained at all times.  
 
3. Technical assistance (TA) support for capacity development, risk management, and 
preparation of public–private partnership (PPP) projects has been provided in a similarly 
coordinated way. In 2004 the World Bank approved a $16.5 million loan for the Private Provision 
of Infrastructure Technical Assistance, while 1 year later ADB provided a $2 million TA grant as 
the precursor to the IRSDP.1 To avoid any duplication of work, the World Bank’s support has 
been directed to the Coordinating Ministry of Economic Affairs, Ministry of Public Works, and 
Ministry of Transportation, while ADB has supported the National Development Planning 
Agency (BAPPENAS). ADB is considering a  follow-up TA under the theme of IRSDP which will 
clearly delineate areas of support to the government. 
 
B. Institutional Arrangements and Processes for Development Coordination  
 
4. From 1967 to 1991, the Inter-Governmental Group on Indonesia, chaired by the 
Government of the Netherlands, coordinated multilateral and bilateral aid to the country. ADB, 
Japan, and the World Bank provided 80%–90% of the total aid. Australia, Canada, France, 
Germany, the United Kingdom, the United States, and United Nations agencies financed the 
remainder. In 1992, the Inter-Governmental Group was replaced by the Consultative Group on 
Indonesia (CGI), which has been chaired by different development partners. The CGI sought to 
harmonize aid efforts in support of the government’s development agenda through annual 
                                                
1  ADB. 2005. Technical Assistance to the Republic of Indonesia for Support for Infrastructure Development. Manila. 
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meetings, during which pledges of lending and grant commitments were made, and to provide 
quarterly progress reviews. 
 

Major Development Partners  
Sectors and 
Themes 

Development 
Partner   Project Name Duration Amount 

Crosscutting World Bank 

AusAID 

Japan 

Infrastructure Development Policy Loan 

Indonesia Infrastructure Initiative 

Infrastructure Reform Sector Development 
Program (cofinance) 

2007–2010 

2008–2011 

2006–2010 

$800 million 

A$65 million 

$300 million 

Sector-
specific 

World Bank 

AusAID 

Japan 

Various loans for power, transport, and water 

Eastern Indonesia Road Improvement Project 

Various loans for power, transport, and water 

Ongoing 

Ongoing 

Ongoing 

$1.6 billion 

A$500 million 

$2 billion 

AusAID = Australian Agency for International Development. 
Source: Asian Development Bank. 

 
5. The CGI mechanism was basically driven by development partners and, in the mind of 
the general public, was associated with borrowing, with the negative connotations of debt 
burden and influence exerted by the different development partners. To assert its lead role in 
aid coordination, the government discontinued the CGI mechanism in January 2007.2 This was 
in line with the RPJM’s goals of reducing external debt from 54% of gross domestic product in 
2004 to 32% in 2009, and increasing the effectiveness and efficiency of utilizing external 
assistance. To achieve the latter goal, the government fully embraced the principles of the Paris 
Declaration and set the following goals for its external assistance reforms: 

(i) enhance the effectiveness of external loans and grants to achieve national 
development goals, 

(ii) incorporate foreign assistance projects into the national state budget, 
(iii) enhance transparency of the project planning process, 
(iv) enhance coordination among government agencies in planning and management 

of projects funded by external loans and grants, 
(v) improve coordination among government agencies in utilization of external loans 

and grants, 
(vi) improve role and capacity of government agencies in project preparation, 
(vii) strengthen ownership by government agencies of projects funded by external 

loans and grants, and 
(viii) improve coordination with donors and development partners in utilization of 

external loans and grants. 
 
6. In 2005–2006, the government issued three new regulations related to external 
assistance. The most important was government regulation 2/2006, which described the rules 
and procedure for obtaining external loans and grants and forwarding these to local 
governments and state-owned enterprises (SOEs). It tasked BAPPENAS and the Ministry of 
Finance with developing the borrowing strategy for the RPJM period in terms of the amount of 
loans needed to help finance the government plan and sector priorities in utilizing these loans. 
BAPPENAS was assigned the responsibility for coordinating project preparation, and the 
Ministry of Finance for negotiation (risk management), allocation of export credit facilities, and 
disbursement administration. 
                                                
2  The CGI mechanism was replaced by joint meetings with multilateral and bilateral partners organized by 

BAPPENAS. Two such meetings were held in 2007. 
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7. Government regulation 2/2006 further stipulated that based on the borrowing strategy, 
BAPPENAS should prepare three project-specific documents. The Blue Book, which covers 
2005–2009 (with a subsequent one for 2010–2014), is updated annually and contains a list of 
projects that are suitable for funding by external loans and grants, and is used as the main 
reference for cooperation with development partners. The projects must meet the following 
requirements: 

(i) be in line with the RPJM and the borrowing strategy; 
(ii) be proposed and signed either by the sector minister, chairperson of government 

agency, head of local government, SOE director; and 
(iii) be approved by the local parliament for projects proposed by local governments, 

and Ministry of State-Owned Enterprises for projects proposed by SOEs. 
 
8. These measures were introduced a year or two after the beginning of the RPJM period 
and some have not been fully implemented. Lending commitments of the three main partners 
during 2005–2007 increased to about $8.7 billion, more than three times the average of the 
previous 3-years of $2.6 billion. For 2008–2010, similar lending amounts are envisaged. Given 
the government’s preference for budget support rather than direct project lending, a major part 
of recent commitments has been in the form of policy-based lending, with proceeds of such 
loans being disbursed to the Ministry of Finance. 
  
C. Achievements and Issues  
 
9. Coordination of development partner operations is generally satisfactory since no 
partner assumes that it has the natural right to play the lead role in every sector and area, and 
that others have to follow. In the case of the IRSDP, ADB and Japan have fully harmonized the 
policy agenda and processing schedule. The development partners have recognized the 
importance of adequate monitoring and evaluation systems in managing for results. Such 
systems, while not easy to establish, can be put in place with sufficient support and technical 
guidance. Parallel data collection systems that cater to individual projects and development 
partners are avoided, and monitoring and evaluation is more results-oriented. Steps taken by 
the government in this direction, including an upgrading of the central monitoring and evaluation 
function are also beneficial to the development partners. 
 
D. Summary and Recommendations  

 
10. The development partners need to ensure the government can take over the 
coordination role by disclosing their major operations in the sector, sharing the extensive 
analytical sector work, and conducting policy dialogue jointly with the government as applicable. 
Coordinated development partner assistance will support the government in implementing 
challenging reforms in the best way possible thereby helping to enhance transparency and 
improve governance in the sector. Lastly, no development partner should assume that it has the 
natural right to play the lead role in every sector and area, and that others have to follow 
because that would also go against the principles of the Paris Declaration on enhancing aid 
effectiveness.  
 
 


