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A. Contextual Risks 
Rapid shift in market 
sentiment resulting in 
sudden, large, and 
disruptive capital 
outflows  

Medium The government has a sound record in 
maintaining macroeconomic stability and has 
introduced several measures in anticipation of 
potential negative impacts of large external 
shocks. These include means to strengthen 
its crisis management protocol (CMP) and to 
introduce a bond stabilization framework. The 
revised 2012 budget, passed in March 2012, 
includes contingency measures to cope with a 
potential global economic crisis, such as 
increased infrastructure investment, allocation 
of contingent spending, and flexibility for the 
government to increase expenditures with 
streamlined approval from the Parliament. 
The Precautionary Financing Facility will help 
the government boost market confidence. 
Should external shocks lead to a balance-of-
payment crisis due to sustained capital 
outflows, Indonesia could access a larger 
macroeconomic package from other regional 
and international institutions. 
 

Low 

Increased and 
volatile international 
fuel prices. 

Medium The Parliament approved a revised 2012 
budget that includes a mechanism to increase 
domestic fuel prices combined with measures 
to mitigate the impact on the poor.  
  

Low 

B. Risks Specific to the Countercyclical Program 
Delay in 
implementation of 
policy measures to 
deal with a crisis due 
to varying degrees of 
government 
institutional capacity 
and weak 
coordination. 

Medium These risks are mitigated by the following 
factors: (i) the government has introduced the 
CMP to enable a coordinated response to the 
potential crisis, (ii) the government has 
developed implementable infrastructure lists 
through an early budget revision, (iii) a better 
coordination mechanism has been put in 
place, and (iv) measures to improve capacity 
in project implementation and procurement 
are also ongoing. 

Low 

Social programs 
implemented do not 
reach their targets. 
 

Medium To mitigate this risk, the government is 
establishing a national targeting system to 
ensure that program benefits accurately reach 
poor and vulnerable households. The system 
will construct and maintain a unified targeting 
database, to be used by all programs, on 
potential beneficiaries drawn from the poorest 

Low 
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40% of the population. With this single source 
of quality-controlled data, programs can 
improve targeting outcomes. 

The proposed 
program is 
categorized as 
complex. 

Medium It meets three criteria for a low-risk category: 
(i) this is the second intervention of this kind 
in Indonesia and the Asian Development 
Bank’s experience in the areas covered by 
the program is sound, (ii) the executing 
agency has ably led the implementation of the 
government’s countercyclical program and 
other reforms required to boost market 
confidence, and (iii) the program’s safeguard 
categorization is likely to be C. However, the 
loan amount is higher than the low-risk ceiling 
of $50 million. 
 

Low 

Overall Medium  Low 
Source: Asian Development Bank. 


