
Sustainable and Inclusive Energy Program (Subprogram 2) (RRP INO 49043-002)         

RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 
Risk Description Rating Mitigation Measures  Responsibility 

A. Overall  

Macroeconomic Stability 
 
Although commodity prices 
are recovering, the sharp 
decline has exposed 
structural weaknesses in the 
economy. This is reflected in 
the steady decline of 
economic growth from 6.4% 
in 2010 to about 5.0% on 
average in the last 3 years. 
This has also affected budget 
revenue. While financial 
stability indicators have 
improved, the risk of capital 
outflow as a result of the 
underdeveloped bond market 
remains. 

M Slow economic growth and low 
global energy prices, which lower 
the government’s revenue from 
energy exports, may affect 
government spending on energy 
infrastructure and energy sector 
reform plans. Nonetheless, the 
government has shown 
commitment to the energy sector 
by instituting limited budget cuts to 
MEMR. The Law on Crisis 
Prevention and Management also 
institutionalized the Committee on 
Financial Stability—consisting of 
MOF, Bank Indonesia, OJK, and 
Deposit Insurance Corporation—to 
oversee finance sector and overall 
macroeconomic stability. 
  

MOF 

Public Financial 
Management 
 
The medium-term 
expenditure framework and 
performance-based 
budgeting need further 
improvements in relation to 
capital and recurrent cost 
implications—as well as 
determination of budget 
ceilings for future years and 
baselines—to strengthen the 
allocative efficiency of the 
government budget. 

M  The government has boosted 
efficiency, governance, and 
accountability in PFM, especially in 
budget execution, along with 
treasury modernization and 
revenue administration. In 2015, 
MOF implemented an automated 
financial management system. To 
aid budget preparation, MOF 
implemented performance-based 
budgeting across line ministries to 
improve relationship between 
program funding levels and 
expected results from that program. 
To improve budget execution, the 
government established an 
interministerial budget realization 
and monitoring team headed by the 
Minister of Finance, which meets 
regularly to rectify slow budget 
execution. 
 

MOF 

Public Procurement  
 
A slow and inefficient public 
procurement process has 
contributed to slow 
government budget 
execution. 

M The government has mandated the 
use of e-procurement to expedite 
budget execution. ADB will work 
with the government in developing 
institutional capacity, including 
modernizing procurement 
processes in key ministries. 

LKPP 
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Corruption 
 
Concerns about inadequate 
institutional accountability in 
the public sector remain. 
 
Vested interests oppose 
reform within state-owned 
energy enterprises.  
 
  

M Governance of PFM has improved 
with the introduction of an 
integrated financial management 
information system in MOF. The 
national budget process is more 
transparent since MOF includes the 
fiscal risk assessment in the 
financial note for the national 
budget. Transparency of the 
budgeting process also improved—
Indonesia’s score in the Open 
Budget Index is 59 out of 100. In 
Asia, it ranks third after the 
Republic of Korea (65 out of 100) 
and the Philippines (64 out of 100). 
Globally, Indonesia’s score is 
higher than the average (45). 
Indonesia’s commitment to a more 
open budget and more participation 
of citizens have mitigated 
corruption during the budget 
process. ADB will continue to work 
with the government on increasing 
the transparency of budget 
processes in local government. 
 
The government indicated in 
November 2014 that it is keen to 
tackle corruption within SOEs in the 
energy sector. For example, it has 
changed the board of directors of 
Pertamina and PLN to remove 
individuals that had been there a 
long time, in an effort to strengthen 
governance.  

Government of 
Indonesia 

B. Contextual Risks   

Economic Growth  
 
Declines in oil and gas prices 
could limit private sector 
interest in increased oil and 
gas exploration. 
 

S The government has persevered 
with sector reforms even in an 
environment of low global energy 
prices. It put in place regulations to 
improve private investment in 
power and gas markets. ADB is 
supporting this reform with policy 
analysis and technical assistance. 
 

MOF 

Institutional Issues 
 
Coordination by government 
ministries and agencies may 
be lacking in policy 
formulation and program 
implementation. 

M CMEA has set up an 
interministerial committee to review 
progress relating to energy sector 
reform and the Sustainable and 
Inclusive Energy Program.a Led by 
the Deputy Minister for Energy and 
Environment at CMEA, the 
committee meets periodically and 
is supported by advisors and ADB’s 
technical assistance under the 
program. Further, the committee for 
the acceleration of priority 
infrastructure projects within CMEA 

 CMEA 
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is charged with removing 
bottlenecks obstructing 
infrastructure projects of national 
interest, including large energy 
sector projects.  

C. Others   

Planned legislation may not 
be promulgated because the 
legislative process may be 
slowed by resistance from 
vested interests that favor an 
increased role for the public 
sector. 
 

M The program is based on the 
government’s own policy and 
reform initiative and is backed by 
its strong political will and 
commitment. The program is 
strongly supported by the donor 
community with various technical 
assistance activities to assist the 
government. The donors are also 
facilitating inputs into the policy-
making process from private sector 
companies and industry 
associations. 

Parliament 

Regulatory backsliding owing 
to changes in Parliament 

M 
 
 
 
 
 
 
 

ADB is providing technical 
assistance to ensure that the draft 
regulations are fully aligned with 
broad sector objectives, tenets of 
the constitution, and prior 
judgments of the Constitutional 
Court.  

MEMR 

Reforms could stall because 
of the reluctance of 
stakeholders. 

M Transparency measures and 
information and education 
campaigns will increase 
stakeholders’ understanding of how 
the reforms will benefit them. 

PLN/Local 
Government 

Overall M These risks will be mitigated 
through sustained and ongoing 
policy dialogue over the period of 
the subprograms and targeted 
technical assistance.  

 

ADB = Asian Development Bank, CMEA = Coordinating Ministry of Economic Affairs, LKPP = National Public 
Procurement Agency, M = moderate, MEMR = Ministry of Energy and Mineral Resources, MOF = Ministry of Finance, 
OJK = Financial Services Authority, PFM = public financial management, PLN = State Electricity Corporation, S = 
substantial, SOE = state-owned enterprise. 
a CMEA Ministerial Decree No. 72/2016, enacted 27 May 2016, establishes a Sustainable Energy Management and 

Energy Access Program Policy Optimization Team. 
 


