
Integrated Participatory Development and Management of Irrigation Program (RRP INO 43220) 

 

PROGRAM EXPENDITURE AND FINANCING ASSESSMENT 
 
1. The proposed results-based lending (RBL) program will support the implementation of 
the Government of Indonesia’s irrigation improvement program (IIP) as part of the Sector Plan 
for Water Resources,1 which advances the overarching agenda of food security and rural 
poverty reduction through increased agricultural water productivity.2 The focus of the RBL 
program will be on improving operation and maintenance (O&M), the management of irrigation 
systems, and water delivery to farmers. The program will also improve water delivery to farmers 
by providing financing to help the government rehabilitate or upgrade irrigation systems. The 
program expenditure and financing assessment reviews the extent to which the government’s 
IIP has a clearly defined expenditure framework that adequately supports the planned results. It 
confirms that the overall program expenditures justify the total program financing. 
 
A. Expenditure Framework 
 
2. The Ministry of Public Works and Housing (MPWH) has a medium-term expenditure 
framework for the water resources sector as a whole, including the irrigation subsector. These 
forecasts provide a conceptual framework and overall direction for planning. In addition to these 
forecasts, actual budget allocation through the annual budgeting process is informed by the 
program’s annual work plan and fund utilization, adjusted in reference to the midyear spending 
rate. With the support of the Asian Development Bank (ADB), an expenditure framework for the 
overall government IIP has been prepared for 2015–2025 to support the food security objectives 
of the government’s Long-Term National Development Plan (RPJPN), 2005–2025. The IIP is 
estimated at about $9.94 billion from 2015 to 2025 nationally (Table 1).  
 

Table 1: Summary of Program Expenditure Framework Nationally, 2015–2025 
(2016 prices) 

Item Amount 
($ million) 

Share of Total 
(%) 

Capital Expenditures   
1. Infrastructure rehabilitation and upgrading 6,395 64.36 
2. O&M and management services 328 3.30 
3. Planning and detailed engineering design 513 5.17 

Recurrent Costs   
4. O&M expenditures 2,469 24.85 
5. Staffing and operations 230 2.32 

        Total  9,935 100.00 
O&M = operation and maintenance. 
Note: Percentages may not total 100% because of rounding. 
Source: Asian Development Bank estimates based on the government’s planning documents.   

 
3. The IIP national main targets are to (i) rehabilitate and/or upgrade 3.2 million hectares 
(ha) of irrigation systems, and (ii) improve O&M and management for 7.2 million ha. The IIP 
calls for participatory irrigation management, asset management systems, needs-based 

                                                           
1  The IIP calls for participatory irrigation management, asset management systems, needs-based budgeting, and 

strengthening of water users associations and water resources agencies (WRAs), as a means to achieve improved 
management and operation and maintenance (O&M) and better service delivery. The IIP also calls for the 
rehabilitation of 3.2 million hectares (ha) of irrigation systems. 

2  Water and food security are priorities in the government’s Long-Term National Development Plan, 2005–2025 and 
National Medium-Term Development Plan, 2015–2019. Government of Indonesia. 2005. Long-term Development 
Plan: RPJPN 2005-2025. Jakarta; and Government of Indonesia. 2015. Medium-term Development Plan: RPJMN 
2015-2019. Jakarta. 
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budgeting, and the strengthening of water users associations and water resources agencies 
(WRAs). The RBL program will finance a slice of the government’s irrigation program in 74 
districts across 16 provinces from 2017 to 2021 (Table 2). 
 

Table 2: Breakdown of Expenditure Framework for the Program Area, 2017–2021 
(2016 prices) 

Item Amount ($ million) Share of Total (%) 
Capital expenditures   
1. Infrastructure rehabilitation and upgrading 1,019 60.68 
2. Operation and maintenance and management services 62 3.70 
3. Planning and detailed engineering design 123 7.32 
Recurrent costs   
4. Operation and maintenance expenditures 408 24.33 
5. Staffing and operations 67 3.97 
 Total 1,679 100.00 

Note: Percentages may not total 100% because of rounding. 
Source: Asian Development Bank estimates based on the government’s planning documents, including the national 
and sector midterm plans, and other supporting sources.   

 
4. The RBL program expenditures comprise capital and recurrent costs. The capital costs 
include the costs for civil works ($1,019 million)—the largest component—as well as O&M and 
management services, which consist of institutional strengthening, training, and surveys for 
asset management ($62 million), and consulting services for planning and detailed engineering 
design ($123 million). The recurrent costs include routine O&M costs ($408 million) for 2.5 
million ha of irrigation system and incremental operating expenditures ($67 million). The MPWH 
developed the expenditure framework based on norms and unit rates for different program 
components and subcomponents. For example, the heavy rehabilitation of a large irrigation 
scheme managed by the central government will have on average a unit cost of Rp20 million 
per hectare, while the rehabilitation of schemes of less than 3,000 ha will have an average cost 
of Rp12 million per ha.  
 
5. The RBL program expenditure framework is assessed against the criteria of 
effectiveness, efficiency and economy, and adequacy, as summarized below: 
 

(i) Effectiveness. The expenditure framework for the IIP in the program area for 
2017–2021 is consistent with the results framework, and is likely to achieve the 
program results when implemented.3 While less than half of the expenditures are 
planned to finance infrastructure, the remaining expenditures will support the 
improvement of O&M and management, which are key objectives of the program. 
More specifically, the program will improve the capacity of WRAs to improve the 
delivery of O&M and management services. Special attention will be provided to 
the registry of irrigation assets to improve planning and needs-based budgeting 
as a way to optimize financing and reduce future needs for rehabilitation. 
  

(ii) Efficiency and economy. A robust regulatory framework for irrigated agriculture 
is in place to support the achievement of the RPJPN food security objectives. 
The MPWH efficiently allocates resources every year to ensure optimal budget 
utilization. This includes selecting proposals from WRAs by applying readiness 
filters, such as the availability of detailed engineering design and/or ensuring that 
social and environmental safeguards requirements are in place. Through the 

                                                           
3 Program Results Framework (accessible from the list of linked documents in Appendix 2). 
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Ministry of Home Affairs, strong coordination will ensure that subnational 
agencies allocate and utilize budgets properly to achieve the program targets.  
 

(iii) Adequacy. The IIP expenditure framework is based on rigorous estimates using 
updated unit costs and taking into account future needs for O&M. As part of the 
program action plan, the government agreed to update the expenditure 
framework on an annual basis to reflect any change in unit price caused by 
potential exchange rate fluctuation. It is assumed that most of the financing will 
come from the central government to ensure continuous implementation of the 
program. Contributions from subnational governments are limited because of 
competing needs from other sectors and limited fiscal capacity. Improvement of 
the irrigation system is a key priority for the current government. In 2015, the 
government mandated the National Development Planning Agency (BAPPENAS) 
to lead programming and budget allocation for the sector. Therefore, budget 
allocations are expected to be prioritized for key programs. As a priority program, 
the IIP will benefit from a more stable and sustainable financing source.  

 
B. Financing Plan 
 
6. The government’s overall program to improve irrigation is estimated to cost 
$9.935 billion, with government financing estimated at $7.233 billion (73%) and development 
partner financing of $2.702 billion (27%), of which ADB anticipates providing $1 billion in two 
tranches ($600 million in 2017 and $400 million in 2019).4 Investments in irrigation have 
increased steadily since 2011, especially expenditures from the central government—both for 
capital and O&M expenditure (Table 3).  
 

Table 3: Directorate General of Water Resources Budget Allocation, 2011–2015 
(Rp million) 

Item 2011 2012 2013 2014 2015 

Irrigation Development 943,419 2,940,000 2,940,000 2,700,000 3,741,080 

Irrigation Rehabilitation  1,206,669 1,500,000 1,500,000 1,540,080 3,178,740 

Irrigation O&M Budget 336,000 595,000 637,100 1,164,400 1,097,400 

O&M = operation and maintenance. 
Source: Ministry of Public Works and Housing.  

 
7. The provision of financing through the specific allocation funds (DAK) for subnational 
governments has rapidly increased since 2015. However, the DAK predictability is low and is 
not based on rigorous planning, but rather is politically driven.  
 
8. In the program area, financing from ADB (including the ASEAN Infrastructure Fund loan 
administered by ADB) is expected to contribute up to 35.74% of the total funding required for 
2017–2021 (Table 4). The ADB financing will have a large leveraging effect by (i) focusing 
overall efforts in key results areas using disbursement-linked indicators; and (ii) supporting the 
IIP in the development of institutional capacity at national and subnational levels. The 
government will provide counterpart funding to cover the remaining balance of the program cost 
($1,051 million), including recurrent costs, while the World Bank through its Water Resources 

                                                           
4 ADB. 2016. Country Operations Business Plan: Indonesia, 2017–2019. Manila. 
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and Irrigation Sector Management Program will provide $28 million. 
 

Table 4: Financing Plan in the Program Area, 2017–2021 
(2016 prices)  

Source Amount ($ million) Share of Total (%) 

Asian Development Bank   
 Ordinary capital resources (loan) 500 29.78 
Government of Indonesia 1,051 62.60 
ASEAN Infrastructure Fund (loan) 100 5.96 
World Bank (loan)a 28 1.67 
                    Total 1,679 100.00 

ASEAN = Association of Southeast Asian Nations. 
  Note: Percentages may not total 100% because of rounding. 

a Parallel financing provided through the Water Resources and Irrigation Sector Management Program (Phase II). 
  Source: Asian Development Bank estimates based on government planning documents. 

 
9. Sustainability. As shown in Table 3, the government has steadily increased funding for 
the IIP. This will continue, as the IIP is a government priority, and it is expected that financing 
will be prioritized for the sector. Through the Local Government and Decentralization Project, 
the World Bank is supporting the improvement of subnational governments’ accountability and 
reporting of the DAK for basic infrastructure, including irrigation. The program promotes needs-
based budgeting as a vehicle to optimize O&M funding allocation. To ensure the long-term 
sustainability of the program, especially beyond the program’s implementation, the government 
has agreed to allocate adequate funds for O&M costs of the irrigation schemes rehabilitated 
under the program. Overall, the program is affordable and sustainable. 
 
C.  Managing Risks and Improving Capacity  
 
10. The IIP expenditure framework has a multi-year perspective, but allocations are made 
annually, based on annual work plans, and adjusted in midyear revisions based on fund 
utilization and availability (tax revenues). Therefore, the key risks identified in the expenditure 
framework and financing plan are (i) the ability of agencies to utilize the funds to carry out the 
IIP activities, and (ii) the predictability of government revenues. The IIP expenditure framework 
and the RBL program have been developed by taking into account those potential variabilities 
(i.e., utilization and revenues). The IIP implementation is gathering momentum, as illustrated by 
the large increase in financing since 2011 (Table 3). The RBL program will also strengthen the 
capacities of subnational governments to plan and implement processes better in the irrigation 
subsector. This will contribute to improving the overall performance and spending. As part of the 
program action plan, the government agreed to update the IIP expenditure framework on an 
annual basis.   
 


