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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

 
Risk Description Risk Assessment Mitigation Measures or Risk Management Plan 

Lack of continuity 
in addressing 
structural 
impediments to 
stronger and more 
inclusive growth 

Medium In 2014, the policy environment is constrained due to 2014 is 
the election year. However, in light of ongoing economic risks 
and Indonesia’s ambitious development agenda, laying the 
groundwork for future reforms, minimizing policy uncertainty, 
and making continued reform progress in some areas, also 
supported under the program should address most of the risks 
perceived. 

Macroeconomic 
instability and 
economic volatility 

Medium Growth is projected to slow due to external and domestic 
factors, and external and fiscal imbalances are expected to 
widen in 2013–2014. Accommodative monetary and fiscal 
policies are being pursued. Bank Indonesia has announced or 
implemented a series of measures aimed at reducing 
macroeconomic imbalances, neutralizing inflation pressures, 
and maintaining financial stability, as well as containing 
employment losses. Energy subsidies may be phased out by 
2018, with some interim savings redirected to larger 
development spending. Net external debt and other liabilities 
amount to about 20% of GDP. IMF assessment of the debt 
sustainability indicates that the debt profile is resilient to 
standard shocks (Article IV 2013).  Any shocks to the 
economy will affect FDI. This is mitigated under the program 
through structural reforms to boost productivity and 
employment in non-resource sectors. The government has 
renewed and accelerated efforts to improve aspects of the 
business environment, especially related to micro, small, and 
medium enterprises. 
 

Poor governance 
and corruption 

High In February 2013, a new CFT law was enacted that focused 
on the criminalization of terrorist financing. As a result of the 
government’s continuing commitment to reduce corruption, 
the capacity of the Corruption Eradication Commission has 
improved markedly. Procurement reforms have been 
underway for some time, resulting in a competitive and 
transparent selection of bidders by the public sector. The 
MOF has also implemented a new information financial 
management information system that promotes cashless 
transaction.  

 
Varying degrees of 
government 
institutional 
capacity and weak 
coordination 

High In ensuring smooth implementation of the policy package 
related to improving different aspects of the business 
environment, and in a signal of good coordination towards 
making progress on these reforms, the government has 
established a joint monitoring team comprised of different 
government agencies. Local government capacity is being 
strengthened for debt management and procurement. 
Technical assistance support is proposed to support the 
government in designing and implementing reforms under the 
program and to enhance the capacity of implementing 
agencies to undertake the proposed reforms. This proposed 
technical assistance support includes: (i) capacity building of 
staff from the MOF, and selected local governments on project 
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selection and identification; (ii) assistance provided to the 
government, OJK, and the Indonesia Stock Exchange to 
improve their regulatory frameworks on the issuance of 
municipal bonds; and (iii) capacity building for the West Java 
Municipal Bond Management Unit. 
 

Weakened 
commitment by 
the Government 
on infrastructure  

Medium The current government views infrastructure is a key to 
achieving an inclusive growth. Investment on infrastructure will 
come from public and private financing. On public financing 
side, the government has increased budget allocation for 
national infrastructure projects and also allows for multi-year 
budgeting and procurement schedule to facilitate infrastructure 
projects. Nonetheless, given limited fiscal space, the 
government views more private investments in infrastructure is 
essential. The government has introduced creative financing 
scheme to finance infrastructure projects, such as through 
project-based sukuk. They also actively promote PPP by 
strengthening PPP institutional set-up, including through the 
establishment of a risk management office in the MOF, 
established a project development facility, established an 
infrastructure guarantee fund, and a financing agency to 
provide a long-term funding source for infrastructure projects. 
The government is also addressing some of the critical 
impediments related to land acquisitions by establishing an 
office to deal with land acquisition for public interests in 
National Land Agency. The Government is also the middle of 
strengthening the PPP framework. 
 

Overall Medium  
CFT = combating the financing of terrorism, FDI = Foreign Direct Investment, GDP = Gross Domestic Product,  
MOF = Ministry of Finance, OJK = Otoritas Jasa Keuangan (Financial Service Authority), PPP = public–private 
partnership. 
Source: ADB staff. 
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