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1. Indonesia’s government debt as a share of GDP has fallen steadily over the past 
decade, including through the recent global financial crisis. Indeed, Indonesia was the only 
G20 economy to record a falling debt to GDP ratio between 2008 and the end of 2009, due to its 
modest deficits (with an expansion of the deficit to only 1.6 percent of GDP in 2009) and 
ongoing growth (especially in nominal terms). This represents a continuation of the trends of  
the past decade during which the combination of fiscal conservatism and GDP growth well 
above, often negative, ex post real interest rates has contributed to a decline in public debt from 
around 90 percent in 2000 to almost 25 percent. These trends are expected to continue over the 
medium-term. In 2011, even with the projected expansion of the deficit, mainly due to higher 
fiscal spending on fuel subsidies, the debt to GDP is projected to continue to fall given nominal 
growth projections and the stability of the rupiah.  
 
2. Baseline projections suggest Indonesia’s debt to GDP ratios should continue 
falling over the coming half-decade. The projected fall in the debt to GDP ratio can vary with 
those projected by other multilateral agencies, depending in particular on the projected growth 
in Indonesia’s GDP deflator which is used. The baseline projection in the table below is based 
on the assumption that the GDP deflator will continue to grow faster than CPI inflation, although 
the difference between the two growth rates will converge gradually. The assumed continued 
stability of the nominal rupiah/USD exchange rate over the medium-term is also supportive of 
debt dynamics going forward. The budget deficit is assumed to widen in 2012 before declining, 
in line with the near-term projections set out in the Government’s 2012 proposed Budget. It is 
then assumed that the primary deficit widens towards 2016 as the government embarks on 
greater infrastructure and social investment in line with its medium-term development plans. 
 
3. Indonesia’s downward debt dynamics appear to be robust to a plausible range of 
macroeconomic shocks. In shocks to underlying assumptions based on recent trends, past 
shocks and past volatility, the debt projections remain on a downward path. The historical period 
used to calculate these shocks includes the last ten years of data, during which there have been 
a number of adverse shocks to Indonesia’s exchange rate, for example during the recent global 
crisis, although growth has been positive with relatively little variation. Even with a shock of a 10 
percent of GDP increases in debt liabilities in 2012, the debt ratio comes back down to its 2011 
value by 2016. However, when considering these results, it is worth noting that this debt 
sustainability analysis focuses on solvency issues rather than liquidity and roll-over risks, which 
may occur even if solvency is solid. While Indonesia’s near-term financing position is supported 
by cash reserves from previous over-financing and the fiscal deficit is conservative, it remains 
sensitive to shifts in international financing conditions. 
 

                                                 
1 This Annex has been extracted from World Bank’s Program for Economic Resilience, Investment, and Social Assistance 

(PERISAI), Washington D.C., May 2012. 
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Table 1: Sensitivity Analysis for Key Indicators of Indonesia’s Government Debt 

 
 

Projections
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

1 Public sector debt 1/ 39.8 35.2 33.0 28.4 26.0 24.3 22.3 20.4 18.9 17.8 17.1
o/w foreign-currency denominated 17.5 14.8 14.8 10.9 9.5 8.6 7.8 7.0 6.4 5.9 5.5

2 Change in public sector debt -7.9 -4.6 -2.2 -4.6 -2.3 -1.7 -2.0 -1.9 -1.5 -1.1 -0.7
3 Identified debt-creating flows (4+7+12) -8.1 -5.0 -5.0 -4.2 -3.4 -2.1 -2.0 -1.9 -1.5 -1.1 -0.7
4 Primary deficit -1.5 -0.8 -1.7 -0.1 -0.6 0.3 0.0 -0.1 0.1 0.3 0.5
5 Revenue and grants 19.1 17.9 19.8 15.1 15.5 16.1 15.6 15.8 15.9 16.1 16.2
6 Primary (noninterest) expenditure 17.6 17.2 18.1 15.1 14.8 16.4 15.6 15.7 16.0 16.4 16.7
7 Automatic debt dynamics 2/ -6.5 -4.2 -3.3 -4.1 -2.7 -2.3 -2.0 -1.9 -1.6 -1.4 -1.2
8 Contribution from interest rate/growth differential 3/ -5.7 -4.1 -5.3 -2.2 -2.2 -2.0 -2.0 -1.9 -1.6 -1.4 -1.2
9 Of which contribution from real interest rate -3.5 -2.0 -3.6 -0.9 -0.7 -0.5 -0.7 -0.6 -0.4 -0.3 -0.1

10 Of which contribution from real GDP growth -2.2 -2.1 -1.7 -1.3 -1.5 -1.4 -1.4 -1.3 -1.2 -1.2 -1.1
11 Contribution from exchange rate depreciation 4/ -0.8 0.0 2.0 -1.9 -0.4 -0.3 0.0 0.0 0.0 0.0 0.0
12 Other identified debt-creating flows -0.1 -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
13 Privatization receipts (negative) -0.1 -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
14 Recognition of implicit or contingent liabilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
15 Other (specify, e.g. bank recapitalization) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
16 Residual, including asset changes (2-3) 0.2 0.4 2.8 -0.4 1.0 0.3 0.0 0.0 0.0 0.0 0.0

Public sector debt-to-revenue ratio 1/ 208.2 196.3 166.3 187.4 168.1 151.0 143.1 129.5 118.7 110.8 105.5

10-Year 10-Year
Historical Standard

Key Macroeconomic and Fiscal Assumptions Average Deviation

Real GDP growth (in percent) 5.5 6.3 6.0 4.6 6.1 5.2 0.9 6.4 6.5 6.7 6.8 7.0 7.0
Average nominal interest rate on public debt (in percent) 6/ 6.0 6.0 6.4 5.7 5.6 5.7 0.7 6.4 7.0 6.7 6.3 6.0 5.6
Average real interest rate (nominal rate minus change in GDP deflator, in percent) -8.1 -5.2 -11.7 -2.6 -2.5 -5.2 4.1 -1.9 -2.6 -2.4 -1.7 -1.1 -0.4
Nominal appreciation (increase in US dollar value of local currency, in percent) 4.2 0.2 -14.0 16.5 4.7 1.1 10.3
Inflation rate (GDP deflator, in percent) 14.1 11.3 18.1 8.3 8.0 10.8 4.2 8.3 9.6 9.0 8.0 7.0 6.0
Growth of real primary spending (deflated by GDP deflator, in percent) 15.3 3.8 12.1 -13.2 4.7 4.1 13.3 17.2 1.9 6.9 8.9 9.6 9.3
Primary deficit -1.5 -0.8 -1.7 -0.1 -0.6 -1.6 1.1 0.3 0.0 -0.1 0.1 0.3 0.5

A. Alternative Scenarios

A1. Key variables are at their historical averages in 2011-2016 7/ 24.3 20.4 16.8 13.6 10.7 8.1
A2. No policy change (constant primary balance) in 2011-2016 24.3 22.7 21.1 19.7 18.5 17.4

B. Bound Tests

B1. Real interest rate is at baseline plus one standard deviations 24.3 22.7 21.2 20.0 19.2 18.7
B2. Real GDP growth is at baseline minus one-half standard deviation 24.3 22.5 20.7 19.5 18.7 18.3
B3. Primary balance is at baseline minus one-half standard deviation 24.3 22.8 21.4 20.3 19.7 19.4
B4. Combination of B1-B3 using one-quarter standard deviation shocks 24.3 22.8 21.4 20.3 19.6 19.2
B5. One time 30 percent real depreciation in 2012 8/ 24.3 27.4 25.0 23.2 21.8 20.8
B6. 10 percent of GDP increase in other debt-creating flows in 2012 24.3 32.3 29.6 27.3 25.6 24.4

1/ Government gross debt.
2/ Derived as [(r - π(1+g) - g + αε(1+r)]/(1+g+π+gπ)) times previous period debt ratio, with r = interest rate; π = growth rate of GDP deflator; g = real GDP growth rate; α = share of foreign-currency 
denominated debt; and ε = nominal exchange rate depreciation (measured by increase in local currency value of U.S. dollar).
3/ The real interest rate contribution is derived from the denominator in footnote 2/ as r - π (1+g) and the real growth contribution as -g.
4/ The exchange rate contribution is derived from the numerator in footnote 2/ as αε(1+r). 
5/ Defined as public sector deficit, plus amortization of medium and long-term public sector debt, plus short-term debt at end of previous period. 
6/ Derived as nominal interest expenditure divided by previous period debt stock.
7/ The key variables include real GDP growth; real interest rate; and primary balance in percent of GDP.
8/ Real depreciation is defined as nominal depreciation (measured by percentage fall in dollar value of local currency) minus domestic inflation (based on GDP deflator). 
9/ Assumes that key variables (real GDP growth, real interest rate, and other identified debt-creating flows) remain at the level of the last projection year.

II. Stress Tests for Public Debt Ratio

Actual 

(In percent of GDP, unless otherwise indicated)

I.  Baseline Projections 


