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PUBLIC SECTOR MANAGEMENT OPERATIONS ASSESSMENT 
 

A. Introduction 
 

1. The Independent Evaluation Department (IED) has prepared a country assistance program 
evaluation (CAPE) to provide the Asian Development Bank (ADB) Board of Directors and Management 
with an independent assessment of past operational performance in Indonesia. An objective assessment 
of the performance of ADB support for Indonesia in addressing the country’s development challenges 
provides a form of accountability and helps to identify lessons that can be used to prepare the next 
country partnership strategy (CPS) for 2020−2024. The CAPE covered ADB’s support for Indonesia from 
2005 to 2018. One of the sectors covered by the CAPE was public sector management (PSM), a significant 
part of the ADB portfolio in Indonesia over the CAPE period. 
 
2. This report examines the ADB PSM support in the CAPE period, setting it against the country 
context and government policies and plans. It rates the program against five evaluation criteria according 
to IED guidelines (relevance, effectiveness, efficiency, sustainability and development impact). The 
assessment also includes the performance of the borrower and ADB in designing and undertaking the 
program.   
 
B. Country Background 
 

1. Development Context 

3. Indonesia is the largest economy in Southeast Asia and the world’s fourth most populous nation. 
With a per capita gross national income (GNI) of $3,540 in 2017, Indonesia is classified as a lower middle-
income economy. 1 It has a stable multi-party democracy and a decentralized PSM with a national 
government, 34 provincial governments, 514 district or city governments, and over 70,000 villages. 
 
4. Indonesia has weathered economic shocks and natural disasters, maintaining steady growth 
overall. It experienced several disasters just before and during the CAPE periodthe earthquakes and 
tsunami that struck Aceh and Nias in late 2004 being the most destructive. Volcanic eruptions and 
landslides have been common, requiring disaster risk and response management. The 2008−2009 global 
financial crisis was also felt in Indonesia, and this was followed by further shocks in the years that 
followed; in 2015 some export goods lost their competitiveness due to a sharp appreciation of the real 
exchange rate and high logistics and trade costs. Despite these challenges, the annual gross domestic 
product (GDP) growth rate in Indonesia has been steady in the range of 5%−6% since 2005 and is 
expected to be 5.3% in 2018 and 5.3% in 2019.2    

 
5. Poverty is falling, but Indonesia’s progress toward achievement of the Sustainable Development 
Goals (SDGs) presents a mixed picture. The national poverty rate fell from 24% in 1999 to 9.8% in 20183 
but poverty remains high in rural areas. Progress in achieving the SDGs has been considerable in terms 
of infant mortality (reduced from 28 per thousand in live births in 2010, to 22 in 2017); births attended 
by skilled professionals (increased from 71% in 2004, to 92% in 2016); the proportion of population 
using improved drinking water source (increased from 48% in 2004, to 71% in 2016); and proportion of 
population with improved sanitation facility (increased from 37% to 62%). However, maternal deaths 
per 100,000 live births rose from 268 in 2005 to 305 in 2015 against a target of 98, and one in three 
children under 5 years of age still suffer from stunting despite rising economic growth and falling 
poverty.4 
 
                                                
1  The World Bank classifies economies with a GNI per capita between $996 and $3,895 in 2017 current prices as lower middle-

income economies. 
2  ADB. 2018. Asian Development Outlook 2018. Manila. https://www.adb.org/countries/indonesia/economy  
3  https://www.bps.go.id/dynamictable/2016/08/18/1219/persentase-penduduk-miskin-menurut-provinsi-2007–2018.html# 
4  World Bank. 2018. Aiming high: Indonesia’s Ambition to Reduce Stunting. Washington D.C. 

https://www.adb.org/countries/indonesia/economy
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6. An SDG secretariat, housed in the Ministry of National Development Planning (BAPPENAS), has 
been established to coordinate efforts to achieve the SDGs. It is now preparing a road map for Indonesia 
to achieve the SDGs. It aims to mainstream SDGs in the National Medium-Term Development Plan, 
2020−2024, and is encouraging regional governments to do the same in their medium-term plans, under 
the coordination of the provincial governments. It has identified 60 priority indicators oriented toward 
national level action. It is also supporting a platform to attract and coordinate financing, extending to 
civil society, philanthropy, and the private sector. A monitoring and evaluation (M&E) system is being 
developed to track progress. 
 
7. The CAPE period was characterized by continuous political development and good governance 
efforts, but these were uneven, and some reform reversals occurred. In 2005, Indonesia was slightly more 
than 5 years into its radical reforms following the 1998−1999 financial and political crisis. Electoral, 
decentralization, public administration and financial reforms were unfolding, with the aim of enlarging 
democratic life, spurring economic growth and sustainable development and reducing poverty. Indonesia 
was turning into a vibrant and decentralized multiparty democracy, with a reinvigorated civil society. 
While new political forces were given space, the resulting pattern of power reflected an accommodation 
of past elites with the new actors at national and regional level. Over the last 15 years, this configuration 
led to incremental refinement and improvement in several areas of governance, particularly in human 
rights and freedoms, public participation, public financial management (PFM), and suppression of 
domestic terrorism. Progress in some areas has been mixed or halting. Corruption became more pervasive 
with decentralization. This development in turn led to the strengthening of existing institutions (e.g., the 
internal audit institution, BPKP) and new institutions (e.g., the anticorruption institution, KPK). In 
decentralization, the 2004 refinements to the legal framework tightened the room for regional 
government autonomy. Further changes in 2014 saw the responsibility for some natural resources and 
education functions return to the national and provincial levels.5 The latter changes in particular failed 
to involve stakeholders adequately.  
 
8. The Bertelsmann Stiftung’s Transformation Index (BTI)6 ranking for Indonesia over 2006−2018 
started from 52, improved steadily to 35 by 2014, but dipped again to 45 by 2018. The reversal signals 
a “slight but noticeable decline in democratic quality” that is rooted in discrimination against particular 
social groups and religious adherents. In the public sector sphere, this is noted, for instance, in the many 
regional government regulations that restrict individual freedoms of specific groups but are nevertheless 
allowed to stand by the national government.7 
 
9. Governance within sectors saw a similar pattern of progress and retreats, and mixed progress, 
especially in recent years. In the mining sector in particular, transparency and civil society scrutiny 
increased (e.g., Extractive Industries Transparency Initiative (EITI) reporting in the Coordinating Ministry 
of Economic Affairs)8 but foreign direct investment experienced uncertainty and restrictions that arose 
from a more nationalistic stance of government in resource extraction and processing. The political winds 
for greater government intervention may have been generated in part by perceptions of growing 
inequality; the Gini coefficient rose from 0.31 in 1999 to 0.41 in 2011 and stayed close to that level until 
2015 before declining, slightly, to 0.39 in 2017.9 
 
10. Despite the setbacks, over the arc of the entire CAPE period, governance has improved. In the 
Doing Business rankings prepared by the World Bank (Table 1), Indonesia has improved significantly since 

                                                
5  See Law 23/2014 on Regional Government. 
6  Bertelsmann Stiftung’s Transformation Index (BTI) analyzes and evaluates the quality of democracy, a market economy and 

political management in 129 developing and transition countries. It measures successes and setbacks on the path toward a 
democracy based on the rule of law and a socially responsible market economy. https://www.bti-project.org/en/data/  

7  M. Buehler. 2016. The Politics of Shari’a Law. In The Politics of Shari'a Law: Islamist Activists and the State in Democratizing 
Indonesia (pp. I-Ii). Cambridge: Cambridge University Press. 

8  Indonesia’s commitment to the Extractive Industries Transparency Initiative is evident in its adherence to producing the stipulated 
reports (the last one, for 2016, published in December 2018: https://eiti.org/sites/default/files/documents/vol.1-executive-
summary-web.pdf).  

9   https://www.bps.go.id/dynamictable/2017/04/26/1116/gini-ratio-provinsi-2002-2018.html  

https://www.bti-project.org/en/data/
https://eiti.org/sites/default/files/documents/vol.1-executive-summary-web.pdf
https://eiti.org/sites/default/files/documents/vol.1-executive-summary-web.pdf
https://www.bps.go.id/dynamictable/2017/04/26/1116/gini-ratio-provinsi-2002-2018.html
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2010. The World Governance Indicators rankings for Indonesia, captured in Figure 1, show particular 
strides in political stability and control of corruption. However, accountability improvements have been 
minimal.  
 

Table 1: Indonesia’s Regional Rank in World Bank Doing Business Index,  
2014 and 2018 

Source: World Bank Ease of Doing Business reports 2015, 2019. 
 

Figure 1: World Governance Indicators Ranking Indonesia 2005−2017 
 Percentile Rank (0-100) 
 
Voice and Accountability 
 
 
Political Stability and Absence of 
Violence/Terrorism 
 
Government Effectiveness 
 
 
Regulatory Quality 
 
 
Rule of Law 
 
 
Control of Corruption 

 
   Note: Thin lines at ends of bars denote margin of error. 
   Source: The Worldwide Governance Indicators: http://info.worldbank.org/governance/wgi/#reports 

 
2. Key Public Sector Management Issues, Challenges, and Opportunities 

11. Indonesia continues to face many challenges in enhancing PSM. After the momentous reforms 
of the early post-New-Order years (1999−2004), the reform effort began to lose steam. The 2014 
elections that began the tenure of President Jokowi provided some momentum for reforms, e.g., the 
reduction of fuel subsidies which allowed the government to gain more fiscal space for infrastructure 
and poverty alleviation. Government agencies voiced their conviction to the CAPE team that much more 
needs to be done. Some agencies are eager to undertake renewal and introduce fresh blood and ideas 
in their organizations. They will need to tackle many areas that impinge on an effective public sector, 
including  strengthening the business environment by removing regulatory and infrastructure constraints; 
delivering better quality services; improving revenue generation and taxation; reducing corruption, 
making its bureaucracy perform better; and improving PFM. 10  Reforms in some areas have been 

                                                
10 See for instance, ADB, ILO, and IsDB. 2010. Indonesia: Critical Development Constraints. Manila. 

Economy 
2014 Rank 

(out of 189 countries) 
2018 Rank 

(out of 190 countries) 
Singapore 1 2 
Malaysia 18 15 
Thailand 26 27 
Viet Nam 78 69 
Philippines 95 124 
Brunei Darussalam 101 55 
Indonesia 114 73 
Cambodia 135 138 
Lao PDR 148 154 
Myanmar 177 171 

http://info.worldbank.org/governance/wgi/#reports
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progressing, but more slowly than is needed for Indonesia to serve its public adequately and to facilitate 
the nation’s competitiveness. In the Trading Economics Competitiveness Rank (covering 140 countries) 
Indonesia fluctuates and there is no clear improvement pattern. It averaged 46.50 from 2007 until 2018, 
reaching an all-time high of 55 in 2009 and a record low of 34 in 2015 Indonesia. In 2018 it sat just 
above Russia (43) and below India (58) and Turkey (61). 

 
Figure 2: Indonesia’s Competitiveness Rank  

 
    Source: Trading Economics https://tradingeconomics.com/indonesia/competitiveness-rank 

 
12. The business environment is improving but more needs to be done. An emerging middle-income 
country, Indonesia’s ambition is to shift from being a primary producer to becoming a value-added 
exporter and a knowledge-based economy. Investment opportunities abound, but the country is held 
back by several obstacles. Its education and vocational and research sectors are not of sufficient depth 
or quality to produce a skilled work force and to drive innovation. Poor infrastructure is holding back the 
structural transformation desired by government. Indonesia’s overall competitiveness rank of 45 out of 
140 countries in 2018 (Figure 2) conceals an infrastructure rank of 71.11 
 
13. State-owned enterprises (SOEs), some of which are poorly governed, hold a dominant position 
in some sectors, crowding out private capital.12 Public–private partnerships (PPPs) are promoted by a 
wide range of national agencies, e.g., by BAPPENAS, and by sector ministries but transactions have been 
slow to be realized, in part because the government tends to favor SOEs.  
 
14. In the process of preparing the Australian-funded Kemitraan Indonesia Australia Untuk 
Infrastruktur (KIAT) project, consultations with private sector representatives and professional 
associations highlighted that: (i) policy and regulatory clarity and consistency remains key to increasing 
private sector participation in infrastructure financing and delivery; (ii) quality of project selection and 
preparation remains poor; (iii) risk allocation between the government of Indonesia and private partners 
is not well understood or appropriately reflected in contracting and financing arrangements; (iv) 
government decision making on PPP development and approval is fragmented and sometimes 
inconsistent; (v) tendering is not always transparent; and (vi) subnational government capacities to 
develop and manage PPPs are particularly weak.13 Some institutional improvements in recent years have 
helped to bring about a dozen projects to the operation or construction stage,14 but this is far below 
plans and expectations. 
 

                                                
11 World Economic Forum. 2019. Global Competitiveness Report. Accessed 13 February 2019 http://reports.weforum.org/global-

competitiveness-report-2018/country-economy-profiles/#economy=IDN  
12 OECD. 2018. Economic Surveys Indonesia – Overview. Paris.  
13 Indonesia Australia Infrastructure Partnership. 2017. Kemitraan Indonesia Australia Untuk Infrastruktur (KIAT) Facility Design 

Document, Third Draft. Jakarta. 
14 BAPPENAS. 2019. Public Private Partnerships in Indonesia. Jakarta. 

http://reports.weforum.org/global-competitiveness-report-2018/country-economy-profiles/#economy=IDN
http://reports.weforum.org/global-competitiveness-report-2018/country-economy-profiles/#economy=IDN
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15. On the revenue side, government-led development is constrained by low revenues, including 
from land and property tax. Higher revenues from local taxes could be applied to local infrastructure to 
benefit business and citizens. Overall, the government is able to collect only about 11.8% of GDP in taxes, 
one of the lowest rates in the region. Regional governments should be particularly involved in 
infrastructure development in view of their assigned functions, but infrastructure financing by regional 
government relies heavily on grants from central government. A few pilot initiatives in municipal bonds 
(e.g., in Central Java) have been launched, but it will take time and effort to make these more 
widespread.15  
 
16. Business formation and investment has been spurred by one-stop centers at national and regional 
governments, but obtaining the necessary registration, permits, and licenses can still be a time-
consuming and expensive affair. 16  Procurement processes for public spending are still marred by 
irregularities, although the effort to promote e-procurement has helped to curb these. 
 
17. Decentralized governance has improved access but otherwise has not yielded much improvement 
in the quality of services; a clearer vision for subnational governments could be helpful. Expectations for 
decentralization were probably too high initially. The framework itself was rather incomplete and 
contradictory in places. The recognition soon grew that decentralization needed to be rebalanced. Law 
32/2004 on regional autonomy and Law 33/2004 on intergovernmental fiscal relations allowed for direct 
elections of regional heads but also sought to tighten intergovernmental supervision. Even with these 
changes, evidence of improved service delivery has been modest. Decentralization has led to an increase 
in the responsiveness of public investments, potentially contributing to convergence in public service 
delivery across districts. A study found that after the dramatic expenditure decentralization of 2001, 
districts with relatively lower levels of public infrastructure started to invest more in infrastructure. .17 It 
has certainly meant greater responsiveness to local political aspirations, observed in the splitting of 
districts, motivated by the desire to gain more central transfers, manage local resources, and reinforce 
ethnic and traditional identities.18 This proliferation of districts and cities (the number of which has nearly 
doubled since the initial decentralization reforms) has not appreciably improved service delivery in those 
new regions. Another recent study found there had been no effect on education, and about a 1% decline 
in household access to protected water and sanitation in the second year as compared to original 
districts.19 
 
18. In a bid to gain political grassroots support, and make good on a long-standing promise, in 2014 
the government passed law to empower villages to undertake service delivery. The functions assigned 
however remain unclear and seem to overlap with those of the districts. It is not clear if the functions are 
mandated or suggested. Financing is thus difficult to match to functions, and the enlarged village grant 
has drawn considerable criticism for these and other flaws.20 Service infrastructure built by the villages 
may not be provided with operating and maintenance funding if village responsibilities are not clarified. 
 
19. Regional governments are responsible for the delivery of the vast bulk of Indonesia’s social 
services. More than 50% of overall government spending is undertaken by regional governments. The 
public has yet to become very demanding in its expectations; surveys of service satisfaction show a 
majority of satisfied users, but this likely reflects courtesy bias and low expectations rather than good 

                                                
15 ADB has provided support for this piloting through the Stepping up Investments for Growth Acceleration Program.  
16 World Bank. 2019. Doing Business: Economy Profile Indonesia. Washington, D.C. 
17 Krisztina Kis-Katosab and Bambang Suharnoko Sjahrir. 2017. The impact of fiscal and political decentralization on local public 

investment in Indonesia. Journal of Comparative Economics, 45(2), pages 344-365. 
18 Fitria Fitrani, Bert Hofman, and Kai Kaiser. 2005. Unity in diversity? The creation of new local governments in a decentralising 

Indonesia, Bulletin of Indonesian Economic Studies, 41:1, pages 57-79. 
19  Blaine Lewis. 2017. Does local government proliferation improve public service delivery? Evidence from Indonesia. Journal of 

Urban Affairs, 2017, 39(8), pages 1047–1065. 
20  Blaine Lewis. 2015. Decentralising to Villages in Indonesia: Money (And Other) Mistakes. Public Administration and Development. 

35(5), pages 347-359. 
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services.21 The service mix may not be what is most needed in view of the low pressure for quality and 
accountability. Also, as in the case of the central government, regional governments are underinvesting 
in capital expenditures,22 even as the built infrastructure is not adequately matched with operation and 
maintenance budgets, particularly at district level. 23  Inadequate revenue mobilization limits the 
government’s ability to fund capital expenditure and the operation and maintenance of public services. 
Weak budget execution makes the public spending that is possible under these circumstances rather 
ineffective. 
 
20. A promising effort in the struggle to link all levels of government in the coherent pursuit of 
service improvement, and the attainment of key SDGs, is the piloting of provincial driven innovation hubs, 
beginning with East Java24 and now spread to two other provinces. Strongly supported by the Ministry 
of State Apparatus and Bureaucratic Reform (KemenPan & RB) and development partners, e.g., German 
Corporation for International Cooperation (GIZ), the provinces currently involved have put innovation 
competitions and technical support to good use in fostering district and city innovations. However, they 
have fallen short in incentivizing the replication and scaling-up these innovations. KemenPAN & RB is 
considering ways of reinforcing the provinces’ efforts and spreading the innovation hubs to other 
provinces. 
 
21. A clearer vision for empowering and guiding subnational governments is needed to make more 
than the incremental improvements seen in most such governments so far. The road maps that were 
used in the early years of decentralization reform may be a model.25 The role of the provincial level 
(particularly the role of the governor as a representative of the central government) in relation to the 
district or city government could be optimized. On finances, the moral hazard implied in the general 
allocation formula, a transfer to regional government tied to the size of the wage bill, needs to be tackled. 
Loans could increase through reforms to the infrastructure financing SOE SMI (which lends to regional 
governments), special purpose vehicles such as the Regional Infrastructure Development Fund (RIDF), 
issuing of bonds, bank borrowing, and regional government PPPs.   
 
22. Although some PFM improvements have been made, additional reforms and capacity 
development are required. Indonesia’s score for budget openness has improved from 42 in 2006 to 64 
in 2017 and it is ranked second in Asia (after the Philippines) for budget transparency.26  Probity and 
technical efficiency in public expenditure management is key to accountability and control in budget 
execution. Just before the CAPE period, the foundational Law 17/2003 on State Finance was 
promulgated, consolidating a budget previously split into routine and development parts, and promoting 
performance-based evaluation of budgetary outcomes. It also stipulated new financial reporting 
standards in accordance with new public sector accounting standards. Another cornerstone, Law 1/2004 
on the State Treasury, provided for budget management and financial planning, debt and property 
management, and stipulated a consolidated treasury single account. It also introduced provisions for 
deterring fraud, mismanagement, and corruption.  
 
23. A legal framework for public expenditure management that in the main accords with good 
international practice was largely in place by 2006. However, compliance has been a work-in-process. 
The Ministry of Finance introduced a medium-term expenditure framework in 2011, but weaknesses 
remain in budget planning, execution, monitoring, and reporting that impede quality pro-poor spending. 

                                                
21 Blaine Lewis. 2010. Indonesian Decentralization: Accountability Deferred. International Journal of Public Administration, 33, 

pages 648–657. 
22 Blaine Lewis. 2013. Local Government Capital Spending in Indonesia: Impact of Intergovernmental Fiscal Transfers. Public 

Budgeting & Finance, 33(1), pages. 76-94. 
23 See for instance the case of roads, in World Bank. 2012. Investing in Indonesia’s Roads Improving Efficiency and Closing the 

Financing Gap - Road Sector Public Expenditure Review 2012. Washington, D.C. 
24 See the East Java platform at http://jipp.jatimprov.go.id/  
25 As seen in the early years of the CAPE period, e.g., the Grand Strategy for Decentralization, National Framework for Capacity 

Building to Support Decentralization and the National Action Plan for Fiscal Decentralization.   
26 https://www.internationalbudget.org/open-budget-survey/open-budget-index-rankings/ 

 

http://jipp.jatimprov.go.id/
https://www.internationalbudget.org/open-budget-survey/open-budget-index-rankings/
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This is reflected in, for example, poorly managed government assets that hamper proper allocations of 
maintenance expenditure, which in turn undermine the quality of public infrastructure investment. 
Inefficiencies in spending also arise from the delayed disbursement for capital spending, i.e., 50%–60% 
of disbursements are made in the last quarter of each fiscal year.27 This does not showcase the type of 
improvement needed to make public expenditure management obviously successful. 
 
24. The pace of regulatory change over the last decade or more has overwhelmed some public 
entities, particularly those regional governments that lack administrative capacity.  The government 
issued an average of 1,477 regulations per year from 2011 to 2014, with close to 86% of the new 
regulations issued by regional governments.28 The growing and changing legal framework has caught 
some officials off-guard on some practices, making them vulnerable to audit findings. To some extent, 
proactive management and innovation at regional government level has been stifled by the fear of being 
caught by conflicting, compliance-focused, or overly restrictive regulations. 

 
25. Despite the above weaknesses, regulatory changes did edge the system toward better practices 
in planning, budgeting, reporting, and supervision. Financial information systems were elaborated and 
became more integrated between central government and regional government. Internal (audit bodies 
within agencies, supported by BPKP), and external (BPK) accountability,29 were strengthened and are 
slowly working to shift the focus from compliance to performance. On many fronts, the financial 
management system is adopting international standards.30  
 
26. Progress toward e-procurement has been made but is not driven by public demand. The National 
Public Procurement Agency (LKPP) was established in 2007 as an independent government institution 
that reports directly to the President.31 It strongly supports the e-procurement drive of the government. 
The regulatory framework for public procurement has improved with the issuance of Presidential 
Decree 54/2010, aligned with international standards. e-procurement is spreading.32 However, public 
procurement is fragmented; it is handled differently across the country and among di f ferent 
ministries and agencies. The procurement system is not yet subject to an overall legal framework. A 
public procurement law, which specifies basic principles and policies applicable to the central and 
regional governments, is needed to foster greater uniformity in public procurement.33 Capacity also 
needs to be built, particularly in regional governments to implement national procurement regulations 
and to firmly entrench the e-procurement system. 
 
27. While Indonesia is quite decentralized, the procurement procedures have been strongly 
influenced by the central government. Even so, procurement reform in regional governments is very 
dependent on local leadership. So far, procurement reform has not been demand-led; neither the private 
sector nor civil service organizations (CSOs) have been active in advocating for procurement reform.34 
 
28. Efforts to boost the role of the private sector are bearing fruit, but the government will need to 
overcome its tendency to favor SOEs, particularly in the development of PPPs. The government will need 
                                                
27 ADB. 2016. Report and Recommendations of the President on the Proposed Programmatic Approach and Policy-Based Loan to 

the Republic of Indonesia the Fiscal and Public Expenditure Management Program, Subprogram 1. Manila. 
28 ADB. 2016. Sector Assessment (Summary): Industry and Trade - Stepping Up Investments for Growth Acceleration Program. 

Manila. 
29  BKP (Badan Pemeriksa Keuangan) is the Supreme Audit Body, responding directly to Parliament, whereas BPKP (Badan 

Pengawasan Keuangan dan Pembangunan) is the Finance and Development Supervisory Agency and reports to the President as 
the head of government. 

30 IMF. 2018. Article IV. 
31  Peraturan Presiden Republik Indonesia Nomor 106 Tahun 2007 tentang Lembaga Kebijakan Pengembangan Barang/Jasa 

Pemerintah. 
32 Unfortunately, ADB, after helping the government adopt e-procurement, could not use this e-procurement for ADB funded 

projects, on account of the need for English language documentation, and other reasons. 
33 In March 2018, the government issued Presidential Regulation No. 16 of 2018 on Public Procurement of Goods/Services (PR 16) 

which repealed and replaced a previous Presidential Regulation (PR 54/2010); this new regulation also lacks the force of a law. 
34 World Bank. 2014. The Dynamics of Centralized Procurement Reform in a Decentralized State Evidence and Lessons from 

Indonesia. Washington, D.C. 
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to have realistic expectations regarding PPPs. As the Indonesia Australia Infrastructure Partnership has 
noted, its expectations of mobilizing private finance for about 40% of its planned infrastructure 
development needs is unlikely to be realized, if international experience in “PPP friendly” countries is any 
guide.35 
 
29. Anti-corruption efforts have been made but corruption remains deeply ingrained. The Global 
Corruption Barometer indicates that, over 2005−2017, corruption has not abated, and may have 
increased in Indonesia. 36  This is in spite of the apparent progress noted by another index, World 
Governance Indicators (Figure 1). People perceive the police, judiciary, political parties, public officials 
and civil servants as corrupt. About a third of households reported having paid a bribe over the past 
year.37 The police are unable to gain the trust of citizens and are generally not able to conduct proper 
investigations. They respond to narrow political signals, and all too often abuse their position to extract 
financial gain from citizens and victims of crime. The justice system is not blind to power and wealth. 
Strikingly, the Global Corruption Barometer reveals that Indonesians are pleased with their government’s 
efforts to eradicate corruption, their favorable view perhaps fueled by the efforts of the KPK. In 2018, 
the KPK processed its 100th regional government head as a suspect in corruption activity.38 An increase 
in KPK’s budget meant that it was able to increase the number of its investigators and to handle 
corruption cases involving high-ranking officials. According to a National Survey on Anti-Corruption, the 
public perception of the effectiveness of KPK increased from 63% in 2017 to 83% in 2018.   
 
30. Although in the Corruption Perception Index produced by Transparency International Indonesia’s 
position dropped from 34 in 2014 to 38 in 2018, surveys by Indonesian Corruption Watch (ICW) and the 
survey company Lingkaran Survei Indonesia (LSI) showed that illegal charges in public services for health, 
public administration, education, and police force had decreased dramatically from 2016 to 2018.39 The 
public’s optimism about the eventual reduction of corruption sits awkwardly with  the acceptance of 
corrupt practices seen in planning and budgeting and implementation processes in the public sector, 
where these processes are often distorted and undermined by efforts to extract additional benefits for 
public officials and the civil service. The reach and quality of public services are ultimately deeply affected 
by these systemic weaknesses. 
 
31. Civil service reform has been particularly slow and piecemeal. The newly established Civil Service 
Commission could make a difference if it is given the tools and political support. Although reform is often 
visible in the official discourse on good governance in Indonesia, actual attempts to reform the civil 
service have been tentative. The civil service is large but not well educated or well deployed. While pay 
levels are often lower than in the private sector, the civil service is still regarded by many Indonesians as 
a far better job than many other occupations, based on its prestige and security—and the ability to 
extract additional benefits beyond the formal pay packet. Civil servants are under little pressure to 
perform in accordance with their mandates, a feature of the bureaucracy that is explained by the lack of 
a merit‐based system to recruit, promote, and reward civil servants. Their loyalty is often not to the civil 
service mandate, but to political figures seeking election, and civil servants often becoming canvassers 
for them. 40  While raising civil service salaries has not evidently improved performance or probity, 

                                                
35 Indonesia Australia Infrastructure Partnership. 2017. Kemitraan Indonesia Australia Untuk Infrastruktur (KIAT) Facility Design 

Document, Third Draft. Jakarta. 
36 Transparency International. 2017. People and Corruption: Citizens’ Voices from Around the World: Global Corruption Barometer; 

Transparency International. 2013. Global Corruption Barometer; Transparency International. 2009. Global Corruption Barometer; 
and Transparency International. 2005. Global Corruption Barometer. 

37 Transparency International. 2017. People and Corruption: Citizens’ Voices from Around The World: Global Corruption Barometer. 
38 Lia Hutasoit. 2018. KPK Sudah Tangkap 100 Kepala Daerah, Ini Daftar Lengkapnya. Indonesia Times. 

https://www.idntimes.com/news/indonesia/lia-hutasoit/daftar-lengkap-100-kepala-daerah-ditangkap-kpk-sejak  
39 Illegal charges in health services went down from 16% in 2016 to 5% in 2018, in public administration services, from 31% to 

17%, in education services, 18% to 8%, and in police services, from 60% to 34%.  
40  Ward Berenschot. 2018. Incumbent bureaucrats: Why elections undermine civil service reform in Indonesia. Public Administration 

and Development. Volume 38 (4), pages 135-143. 
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relatively low salaries, and the civil servants’ preoccupation with augmenting these, do fuel corruption 
of time and resources.41   
    
32. For all of the above reasons, the civil service system struggles to recruit and distribute qualified 
staff, and this is most obvious in the education sector. With one of the highest ratios of students to 
teachers world-wide, Indonesia’s poorer and more remote regions have insufficient numbers of teachers 
or can only attract poorly qualified teachers. Education quality seems impervious to increasing budget 
allocations and even increasing teacher certification.42 
 
33. Rather than attempting fundamental reforms, recent governments have tried to insert checks on 
the bureaucracy, promoting freedom of information43 and the institution of a national ombudsman to 
address service complaints. 44 More fundamental bureaucratic reform, focusing on a rule-based and 
performance orientation, has long been championed by the government, but has only seen some modest 
pilots (e.g., at the Ministry of Finance). Some efforts have been made to push this down to the regional 
government level. A new civil service law 45 has introduced more competitive recruitment (open to 
outsiders) for top level positions. The equally new Civil Service Commission (KASN) 46 has intervened in 
some prominent cases of improper recruitment, but its powers are limited and its impact is not systemic. 
Recently the KPK stood behind KASN when its existence was questioned. 47  With greater analytical 
capacity and clearer political backing, it may be able to accelerate the journey toward a merit-based and 
effective public service.  
 
34. At the most senior level, some efforts have been made to attain a more cohesive and effective 
cabinet.  This has been achieved largely through the establishment of special presidential units that can 
scrutinize and push ministries toward better performance. The most notable has been the Presidential 
Delivery Unit for Development Monitoring and Oversight (officially called UKP-PPP, often also abbreviated 
as UKP4), established by President Susilo Bambang Yudhoyono in 2009. Some ministers followed suit, as 
in the 2015 formation of the Performance Management Unit (PMU) of the Ministry of Energy and 
Minerals. These have not been sustained however; both units have been dissolved. Nevertheless, these 
experiments have been worthwhile and may yield benefits as experience is gained. 
 
35. The pursuit of the SDGs has had anemic support in terms of coordination and achievement 
tracking. A rather late start on the SDGs, without making full use of the lessons of the Millennium 
Development Goals (MDGs), is impeding progress on mainstreaming SDGs in government planning, 
budgeting, and tracking. The Secretariat’s focus on 60 initial indicators (with a national focus) may be 
wise in terms of capacity, but it is unclear what that will means in terms of guidance to the regional 
government that will be doing most of the work associated with the SDGs. There is a lack of data 
identified in the regular data system of the country that can be tapped to track SDG attainment. Service 
level data flows upwards from service units and regional government have been degraded since 
decentralization and have not been fully refashioned despite changes in the regional government 
framework in 2004 and 2014. Development partners are supporting the SDG secretariat, but the support 
may not be commensurate with the challenges of the coordination task. 
 

                                                
41 See for instance World Bank. 2009. Support to Civil Service Reform in Indonesia. Report from a Programming Mission to Jakarta 

2-13 February. Washington, D.C. 
42 This assessment is increasingly acknowledged, see for instance The Economist. 2014. School’s in: Education in Indonesia. 

December 13, pg. 44. 
43 The Freedom of Public Information Act No 14/2008 (Undang Undang Kebebasaan Informasi Publik, or UU KIP) came into force 

in 2010. It requires government institutions to establish information centers for the public and to reveal certain government 
documents. 

44 Law No. 37 of 2008 concerning The Ombudsman of Republic of Indonesia. 
45 Law No.5 of 2014 on the Civil Apparatus. 
46 https://www.kasn.go.id/profil/sejarah  
47 Hukumonline. 2017. Pentingnya Komisi ASN di Mata KPK Telah membudayakan sistem yang baik dalam menyeleksi pejabat tinggi 

ASN. Selasa, 07 Pebruari https://www.hukumonline.com/berita/baca/lt5899bd16df569/pentingnya-komisi-asn-di-mata-kpk  
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36. Some reforms may gain new momentum and direction following the mid-April 2019 elections. 
Voters have recently reelected the incumbent president (with a new vice-president), 136 members of the 
national senate, 575 members of the House of Representatives, 2,207 councilors in 34 provinces and 
17,610 district and city councilors in more than 500 local authorities. 48  The political agenda and 
alignments that result from the elections will certainly influence the breadth, depth, and pace of PSM 
reform. National reform leadership through a new National Medium-Term Development Plan is expected 
soon. 
 

3. Institutional Landscape49  

37. PSM improvements involve a wide range of national and sub-national institutions that vary in 
their institutional capacity and generally struggle to work well together. The coordinating ministries are 
critical; those for planning (BAPPENAS), finance (Ministry of Finance), auditing (Supreme Audit Agency 
[BPK] and the Finance and Development Supervisory Agency [BPKP], ministry and regional government 
inspectorates), and procurement (LKPP). Special agencies with a specific support function or reform 
mandate also figure prominently; the Anti-Corruption Agency (KPK), Ministry for State Apparatus and 
Bureaucratic Reform (KemenPAN & RB), the Agency for State Administration (LAN), and National 
Personnel Agency (BKN). The Ministry of Home Affairs is also important by virtue of its guidance function 
for regional government. Sectoral ministries also have a role in providing policy frameworks that support 
public service provision.  
 
38. While all of the above institutions have provided some leadership and supervision related to their 
respective mandates, some of them have suffered from weak governance, making them less effective in 
building a strong public sector. It is not unusual for institutions to take the lead on reforms that implicate 
other institutions, but to do so without a clear political mandate and with insufficient coordination with 
affected institutions. This was seen when Menpan (now KemenPan & RB) took the lead in decentralization 
in the mid-1990s, yielding to a more assertive Ministry of Home Affairs thereafter. At times institutions 
have worked at cross-purposes, as when the Ministry of Finance and Ministry of Home Affairs have vied 
for dominance over regional finance, confusing regional government in the process. Turf protection or 
expansion is not uncommon. The Ministry of Finance unified the routine and development budget, 
thereby reducing the role of BAPPENAS, which has since regained some influence on development 
budgets. Examples of close cooperation can also be seen. In the bureaucratic reform effort deepened in 
this decade, the Ministry of Finance became a pilot organization undertaking reforms designed by 
Kemenpan & RB.   

 
39. Special purpose bodies have been employed to create breakthroughs, with mixed success. A 
number of special purpose bodies have been established over time to complement or oversee regular 
structures (ministries, agencies) discharging various mandates of government. Some of these have been 
time-limited while others have become fixtures. The Presidential Working Unit for Management of 
Programs and Reforms (UKP3R) was established in 2004, followed by a revamped version in 2009, the 
aforementioned UKP4. Its role has been to give the President greater control over the workings of 
government. The UKP4 sought to evaluate the performance of ministries, and to offer approaches to 
enhance performance. It also sought to link the ministries with the regional governments. It was dissolved 
by the new government in 2014.  
 
40. The government has often resorted to special bodies to accelerate infrastructure development, 
in the case of certain regions (e.g., Papua), and nationally. In recent years, a national effort to realize the 
Master Plan for the Acceleration and Expansion of Indonesian Economic Development (MP3EI) was led 

                                                
48 Kevin Evans. 2019. Guide to the 2019 Indonesia Elections. The Australia-Indonesia Centre. 

https://australiaindonesiacentre.org/app/uploads/2018/09/Guide-to-the-2019-Presidential-Elections-Kevin-Evans.pdf  
49 Much of this section is drawn from the PSM sector assessment conducted for the CPSFR validation 2012−2014 by IED as little 

has changed in terms of institutions concerned with PSM. 
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by a similarly named committee. This body was superseded in 2014 by regulations that established the 
Committee for the Acceleration of Priority Infrastructure Provision (KPPIP).50  
 
41. New institutions have made a difference, but they are still working to find acceptance and 
effectiveness. Relatively new institutions such as the Anti-Corruption Committee (KPK), the Ombudsman 
Agency (with branches in provinces), the National Public Procurement Agency (LKKP) and the Information 
Commission (with provincial branches) have helped to improve governance. Their relationships with 
longer standing organizations—e.g., the KPK, the police, courts, and national and regional parliaments— 
are not always smooth. The KPK in particular has been targeted by national parliamentarians who wish 
to reduce its powers. 
 
42. The role of civil society organizations (CSOs) in public sector governance has become more visible 
since the reform period began in 1998. They have played an important role in supporting local service 
delivery and in advocating at national level for service delivery, regional autonomy (although some have 
also advocated restraint in regional splitting), environmental governance, and transparency in extractive 
industries. In recent years, some CSO leaders have contested elections and some are now in positions of 
influence in national and regional legislatures and administrations. However, CSOs do not reach all parts 
of Indonesia equitably, they depend heavily on donor funding (to the point where some are deemed to 
be essentially contractors of donor projects), and struggle to coalesce around a common agenda that 
would give them more influence.  
 

4. Government Development Strategies and Plans in PSM  

43. Following the 1997 Asian financial crisis, which precipitated a political crisis in 1998, Indonesia 
set about transformative and multidimensional PSM and broader governance reforms. These made for a 
more vibrant democratic life, decentralized governance, and strengthened national institutions that 
helped it to weather shocks such as the global economic crisis in 2008.   
 
44. Indonesia sets PSM-related reform goals through its National Long-term Development Plan, 
2005−2025. In broad terms, this plan seeks to establish a country that is developed and self-reliant, just 
and democratic, and peaceful and united. This broad vision is made more operational through 5-year 
plans, which set more specific goals, including for the public sector role and governance. 
 
45. The government’s National Medium-Term Development Plan, 2005–2009 51 was focused on 
sustainable economic growth, job creation, and accelerated achievement of the MDGs.52 The second 
medium-term plan (covering 2010–2014) envisioned a four-track strategy of pro-poor, pro-job, pro-
growth, and pro-environment development. Within this plan PSM objectives are visible. The government 
aimed to improve the quality of the public sector; foster democracy; and strengthen the rule of law. It 
emphasized mainstreaming good governance in all areas. Its public sector focus was on “Bureaucratic 
Reform and Better Management and Governance.” This was allied with the objective of strengthening 
democracy, justice and gender equality. Bureaucratic reform entailed pursuing clean government; 
improving the quality of services and increasing government accountability. It was to be attained by 
undertaking the restructuring of government units; strengthening regional autonomy, including by 
amending their boundaries, financing and election of the regional head; developing a merit-based 
government apparatus; developing public service performance indicators; and establishing a population 
administration information system.53 
 

                                                
50 Presidential Regulation No. 75 of 2014 on Acceleration in Priority Infrastructure Provision. 
51 Rencana Pembangunan Jangka Menengah.  
52 National Development Planning Agency, Government of Indonesia. 2004. National Medium-Term Development Plan, 2005–2009. 

Jakarta (http://www.BAPPENAS.go.id/).  
53 BAPPENAS. 2013. Evaluasi Paruh Waktu RPJMN 2010-2014. Jakarta. 

 

http://www.bappenas.go.id/


 CAPE Indonesia, Linked Document C 
 

46. The CPS, 2012−2014 noted that more fine-grained reform efforts were expected in both the 
expenditure and revenue sides of decentralization policy, to ensure that decentralization would result in 
improved service delivery. It added that the government would continue to focus on good governance 
as one of the national priorities. This would give attention to the government’s internal supervision 
institutions and strengthen the capacity of internal auditors and finance officers. The government also 
aimed to improve public procurement, including proceeding further in the use of e-procurement.54  
 
47. The third National Medium-Term Development Plan, 2015–2019 prioritized policy reforms to 
improve competitiveness and service delivery. The government sought to improve the business climate; 
increase the tax–GDP ratio; reduce fuel subsidies and divert the savings to finance infrastructure. To 
attract more foreign direct investment and increase domestic investments, the government announced 
four policy reforms: easing restrictions on foreign investment, simplifying procedures for foreign 
investment, expanding tax allowances for investment, and increasing the predictability of fixed costs for 
investment.55 A tax amnesty was also put in place to incentivize the repatriation of capital. 
 
48. The government recognized the infrastructure shortfall in the country and pinned its hopes on 
greater private sector participation, setting a target of 36.5% of the infrastructure financing gap to be 
closed through the use of PPPs. Presidential Regulation 38/2015 on Cooperation between Government 
and Business Entities in Infrastructure Provision was issued to regulate PPP implementation. 
 
49. On the service delivery front, the government sought to attain more momentum in the 
application of minimum service standards, refocusing these on basic needs and shifting the lead support 
role to the Regional Development Guidance directorate general of the Ministry of Home Affairs. Financial 
management of regional government was also to be strengthened, to achieve better audit results; 
improvement targets were set specifically for provinces, districts and cities. The attainment of the MDGs 
and SDGS was also desired, but efforts in this regard were not inserted well in the medium-term plans; 
that commitment was more recently assumed by the government, particularly with the issuing of the 
Presidential Regulation 59/2017 on the attainment of the SDGs.  
 
50. The new political configuration following the April elections may lead to an adjusted set of 
priorities and plans, but it is difficult to predict how policies will change over in the new 5-year plan. 
Some continuity has been seen over the first three medium-term plans, and undoubtedly some reform 
themes will persist. At the present time, BAPPENAS has started its “technical draft” of the National 
Medium-Term Development Plan, 2020−2024, to be updated on the basis of the national elections of 
April 2019, which returned the incumbent president to power. The early themes emphasized in the 
technical draft relate to closing the gaps between regions (e.g., through a dispersion of special economic 
zones, village level development, attention to disadvantaged areas) and addressing urban and 
metropolitan challenges. Governance, with a focus on government financing, is also anticipated.56 The 
campaign theme of infrastructure development and creation of jobs will surely also figure in the final 
plans. 
 
C. Public Sector Management in Country Strategies and the Public Sector Management Portfolio 

 
1. Country Strategies  

 
51. PSM strategies in the CPSs over the CAPE period have not been fully consistent with subsequent 
implementation; the actual program has consistently contained PSM operations. Appendix A shows how 
PSM was articulated in the ADB country strategies. PSM is seen as a sector but it also emerges with 

                                                
54 ADB. 2012. Sector Assessment (Summary): Public Sector Management, Country Partnership Strategy: Indonesia 2012−2014. 

Manila. 
55 ADB. 2014. Report and Recommendation of the President: Proposed Programmatic Approach and Policy-Based Loan for the 

Republic of Indonesia: Stepping Up Investments for Growth Acceleration Program, Subprogram 1. Manila. 
56 CAPE members’ meeting with Directors for Disadvantaged Regions, Transmigration and Rural Development Deputy Regional 

Development-BAPPENAS, Thursday, 28 March 2019. 
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governance as a cross-sector theme. Within PSM, the sub-sectors of decentralization and public financial 
management (PFM) have been most visible (Appendix B). 
 
52. A shift to PSM-related budget support and reform programs was seen during the country strategy 
and program (CSP), 2006–2009 period, but a gradual shift back to project investments was expected in 
later CPSs. However, during implementation, the country context changed, leading to more demand for 
budget support from the government well into the CPS, 2012−2014 period, and subsequently into the 
CPS, 2016−2019 period. PSM dominated the policy-based lending (PBL) that is the striking feature of the 
modalities employed in the Indonesian program (Table 2). 
 

Table 2: Public Sector Management in Context of ADB’s Overall Lending Program in the CAPE Period 
($ million) 

Sector 

PBL Other Projects  Total Share of PBL 
(% of Total 
Amount) Number Amount Number Amount Number Amount 

ANR 
  

15 951.5 15 951.5 0 
EDU 

  
6 438.0 6 438.0 0 

ENE 5 1,100.0 13 1,685.1 18 2,785.1 39 
FIN 5 1,700.0 2 102.0 7 1,802.0 94 
HLT 

  
4 55.8 4 55.8 0 

PSM 21 7,730 8 898.0 29 8,628.0 90 
TRA 2 700.0 5 515.2 7 1,215.2 58 
WUS 

  
7 479.6 7 479.6 0 

Total  33 11,230.0 60 5,125.0 93 16,355.0 69 
ANR = agriculture and natural resources, CAPE = country assistance program evaluation, EDU = education, ENE = energy, 
FIN = finance, HLT = health, IND = industry and trade, MUL = multisector, PBL = policy-based lending, PSM = public sector 
management, TRA = transport, WUS = water and other urban infrastructure and services. 
Source: Asian Development Bank. 

 
53. PFM and decentralization were the focus of PSM support over the CAPE period, with 
decentralization diminishing over time. In the CSP, 2006−2009, support for PSM centered on improving 
regulations and building financial and public management capacity for macro-stability, private 
investment and decentralized service delivery. ADB has been extensively involved in Indonesia’s 
decentralization reforms since the beginning of the reform period. ADB provided four loan programs 
focused on regional government, accompanied by technical assistance projects to build capacity at both 
national and subnational levels,57 and all of these were backed up by a significant body of diagnostic 
work on fiscal aspects of decentralization. 58 The Community and Local Government Support Sector 
Development Program supported decentralization reforms, improved governance at district and city level, 
and empowered villages and civil society to participate more fully in local development. The Sustainable 
Capacity Building for Decentralization Project supported the strengthening of 40 districts and cities in a 
number of provinces in many areas of local governance, using a robust approach to capacity needs 
assessment and capacity development planning. This methodology culminated in Presidential Regulation 
No. 59/2012 on the National Framework for Developing Regional Government Capacity.  
 
54. Regional government was also a focus in the support effort to accelerate achievement of the 
MDGs (Strengthening Social Service Delivery for Poverty Reduction and MDG Acceleration Program), in 
line with National Medium-Term Development Plan and ADB priorities. However, this program cluster 
was truncated after the first subprogram, revealing that the financing (for deficit reduction) may have 
been the dominant concern rather than the reforms associated with the MDG program.  
 
55. ADB married its concern for PFM with support for decentralization, emphasizing reforms and 
capacity building in the financial management of regional government. Following broader capacity 
building support, ADB launched the Local Government Finance and Governance Reform Program series. 

                                                
57 See for instance Sustainable Capacity Building for Decentralization (Loan 1964-INO), approved in 2002, and related TA projects. 
58 See for instance ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Program Cluster 

and Loan to the Republic of Indonesia for Subprogram 1 of the Second Local Government Finance and Governance Reform 
Program. Manila. 
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Subprogram 2 of the program (approved in 2011) provided support for updating the fiscal 
decentralization strategy, clarifying administrative and functional arrangements for local service delivery, 
improving the transparency of grant funds allocation, and assisting in the decentralization of the 
property and land transfer tax. With respect to the land transfer tax, when the national government 
signaled its intention to give greater tax autonomy to regional government, ADB worked with 
government in undertaking the preparatory work to develop options for gradually devolving the property 
tax to the regional government and in drafting a road map along with legal amendments. The agreed 
approach was implemented by the government, and the property tax was devolved. 
 
56. The PFM–decentralization connection in Second Local Government Finance and Governance 
Reform Program is also evident in the ADB support to strengthen the management of regional reserves 
and debts, including the restructuring of nonperforming debts and the development of trust fund 
arrangements for wealthier regions. A similar regional government connection is seen in the ADB support 
for internal audit through the State Audit Reform Sector Development Program; the program side 
supported regulatory framework development and the project centered on capacity development in 
selected national agencies and regional governments. Using TA projects, ADB also supported 
procurement reform, providing institutional and regulatory assistance to the national agency for 
regulating procurement (NPPA; LKPP in the Indonesian short form) which set the framework for e-
procurement systems for regional governments as well, and engaged with Jakarta in piloting new 
procurement systems. In the latest PFM program (Fiscal and Public Expenditure Management Program, 
Subprogram 1 and 2, 2016-2018) ADB responded to growing inequality by promoting the integration of 
the SDGs in planning at both national and regional government level. ADB sought to assist in the 
improvement of fiscal transfers and subnational governments' spending to promote better public service 
delivery. 
 
57. With its Development Policy Support Program series of six programs, ADB provided parallel 
cofinancing with the World Bank’s development policy loans (DPLs) to support high-level policy 
engagement to generate renewed momentum on macroeconomic and crosscutting reforms. In this 
effort, ADB sought to complement the DPLs as well as its own sector-based or cross-sector PFM reforms. 
The six operations spanned the period 2005−2011. The last three were implemented at a particularly 
critical time (2008−2011) when Indonesia was feeling the impact of the global financial crisis of late 
2008. The six programs provided support to improve the investment climate (e.g., online investment 
licensing), strengthen PFM (e.g., budget and cash management procedures) and enhance poverty 
alleviation and service delivery efforts (e.g., improve targeting in social protection). Technical assistance 
was provided in support of the procurement related policy actions.59 
 
58. ADB’s support for PSM extended to infrastructure acceleration. The Infrastructure Reform Sector 
Development Program Cluster (2005−2010) supported comprehensive sector and cross-sector reforms to 
facilitate infrastructure development with private sector participation. It included the establishment of a 
Project Development Facility to support infrastructure project transactions. Its reforms were centered at 
national level, but efforts to develop transactions included regional government. Infrastructure was also 
reflected in the later Stepping up Investment for Growth Acceleration Program, which supported 
infrastructure financing such as PPPs and Islamic bonds. 
 
59. Interventions in the CAPE period included unplanned support to counter the effects of global 
financial shocks. As a result of the global financial crisis, by January 2009, the government felt the need 
for a fiscal stimulus, and requested ADB and other development partners to provide a Public Expenditure 
Support Facility (PESF), to be accessed only under circumstances set out in its financing plan. ADB’s 
positive response helped the government to reassure financial markets and maintain financial system 
stability. In October 2009, ADB also approved the Countercyclical Support Loan, a more conventional 
countercyclical instrument. In 2012, it approved the Precautionary Financing Facility (a countercyclical 
support facility with a precautionary financing option) when it appeared that Indonesia’s financial 

                                                
59 ADB. 2010. Technical Assistance to the Republic of Indonesia for Strengthening National Public Procurement Process. Manila. 
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markets remained exposed to sudden reversal in capital flows. These operations, although essentially 
budget support, did have a few policy actions attached. In the case of the PESF, these included increasing 
public expenditures in the areas of poverty alleviation, undertaking actions to speed up budget 
disbursement, and revising the implementing decree for the Investment Law.60 

 
60. During the CPS, 2016–2019 period, PBL continued to be the preferred lending modality, with the 
focus on financial, capital market development, and PSM. PBL accounted for 74% of total lending volume 
during 2005–2018. The CPS, 2016−2019 noted that the tilting of the lending program towards policy-
based loans was partly due to the high transaction costs of conventional projects as perceived by the 
government and the government’s preference for using country systems. Other considerations are likely 
to also be in play.   
 
61. PSM reform in the infrastructure sectors was significant. Although not labeled as PSM, some 
reform efforts in infrastructure sectors fell comfortably within PSM and proceeded intensively in some 
sectors. Box 1 provides the example of the energy sector. 
 

Box 1: Asian Development Bank Support to Reforms in the Energy Sector 
 

The Asian Development Bank (ADB) provided a combination of technical assistance, policy-
based loans (e.g., the Sustainable and Inclusive Energy Program, 2015 and 2017 subprograms), 
and results-based loans, and private sector operations that exhibited synergy and sequencing. 
Together they worked to support a regulatory and institutional framework to expand energy 
access, spur independent power producers, and increase the use of renewable energy. ADB is 
now well placed to support municipal energy efficiency service companies as a next step. 

  
2. Public Sector Management Project Portfolio and Modalities  

62. During 2005–2018, ADB’s approved PSM portfolio in Indonesia comprised 24 sovereign loans, 5 
grants, and 27 technical assistance (TA) operations totaling $8,655.8 million (Table 3). These figures 
include projects that had PSM listed as one of several in the “multisector” designation. In addition, 
$1,110.9 million was provided by various development partners as cofinancing (largely parallel financing 
as this is the modality associated with PBL). A list of ADB sovereign loans and grants, TA operations 
approved during the evaluation period is provided in Appendix C. PSM operations accounted for 52.0% 
of sovereign financing (grants, loans, and TA) approved during 2005–2018. No nonsovereign operations 
were approved in PSM. 
 

Table 3: Approved Financing by Sector (Loans + Grants + TA), 2005-2018   
Sovereign 

(Loans+Grants+TA) 
($ million) 

Percentage 
of Sovereign 

Portfolio 

Nonsovereign 
Financing 
($ million) 

Percentage of 
Nonsovereign 

Portfolio 
ANR 982.4 5.9 0.0 0.0 
EDU 540.8 3.3 0.0 0.0 
ENE 2,805.2 16.9 1,764.2 65.0 
FIN 1,813.0 10.9 850.0 31.0 
HLT 69.5 0.4 10.0 0.0 
PSM 8,655.8 52.2 0.0 0.0 
TRA 1,224.1 7.4 0.0 0.0 
WUS 496.4 3.0 94.7 3.0 
Total 16,587.0 100.0 2,718.9 100.0 

ANR = agriculture and natural resources, EDU = education, ENE = energy, FIN = finance, HLT = health, 
PSM = public sector management, TA = technical assistance, TRA = transport, WUS = water and other 
urban infrastructure services.  
Projects classified as multisector and industry and trade were included under PSM. 
Source: Asian Development Bank.  

 

                                                
60  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of Indonesia 

for the Public Expenditure Support Facility Program. Manila. 
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63. Dominating the approved sovereign operations in PSM (including those projects initially classified 
as multisector projects) were 21 policy-based loans, accounting for nearly all of the approved amount 
94.2%). Seven project loans made up the rest of the approved amount (5.8%). No other modality was in 
use, aside from TA (non-loan) projects.  

  
64. The TA projects provided to the PSM sector over the CAPE period are shown in Table 4 against 
the overall breakdown by sector in the ADB program. PSM accounted for about 12.0% of the total TA, 
making it the third largest after education (44.3%) and agriculture, natural resources and rural 
development (13.3%). 
 

Table 4: ADB TA projects in the CAPE Period by Sector 
Sector Amount ($ million) Percentage of TA total 
ANR 30.9 13.3 
EDU 102.8 44.3 
ENE 20.1 8.7 
FIN 11.0 4.7 
HLT 13.7 5.9 
PSM 27.8 12.0 
TRA 8.9 3.8 
WUS 16.8 7.2 
Grand Total 232.0 100.0 

ADB = Asian Development Bank, ANR = agriculture and natural resources, EDU = 
education, ENE = energy, FIN = finance, HLT = health, MUL = multisector, PSM = public 
sector management, TA = technical assistance, TRA = transport, WUS = water and other 
urban infrastructure services. 
Sources: Asian Development Bank databases. 

 
3. Performance of Completed ADB PSM Project Portfolio  

65. Of the 29 PSM projects approved, 10 were self-assessed with a project completion report (PCR),61 
and eight of these were validated by IED.62 Of the 27 TA projects approved, 9 were concluded with a TA 
completion report (TCR).  
 
66. Of the eight PCR validations, seven were assessed successful, and one less than successful. IED 
reduced the PCR rating of two projects from highly successful to successful in its validation exercise. 
 

4. Key Findings and Lessons from Previous IED Evaluations 

67. The 2011 CPS final review, undertaken in preparation for the CPS, 2012–2014, acknowledged 
the difficult reform context for the ADB program in Indonesia but also the importance of supporting 
government-led reforms. It noted that having several major donors cooperate in support of reform helps 
ensure common policy advice and reduces aid transaction costs. It concluded that decentralization reform 
requires strong government commitment, coordination, clearer functional assignment, and capacity 
building at many levels. 
 
68. ADB’s PSM program has not always been clearly articulated. The country partnership strategy 
final review (CPSFR), 2012–201463 noted that PSM was added as a seventh core sector during CPS 
implementation when several implemented program loans and projects were in fact classified as PSM 
operations. ADB-wide reclassifications also influenced this addition, with social protection being added 
to the scope of PSM. 
 

                                                
61 This counts the Local Government Finance and Governance Reform Program, with Loans 2192 and 2193 as one project. 
62 This does not include the multisector Poverty Reduction and Millennium Development Goals Acceleration Program (education, 

health, PSM), which has education as the first sector listed (see Table B.4). 
63 ADB. 2014. Country Partnership Strategy Final Review for the Republic of Indonesia 2012–2014. Manila. 
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69. The 2015 CPSFR validation64 recognized the importance of a programmatic approach to the 
policy and institutional reforms required to improve the delivery of infrastructure and social services. 
However, it also pointed out the large divergence between investments planned and investments 
delivered and noted that, while the change in program may have addressed changing government 
preferences, it compromised the CPS’s intended objectives.  

 
70. In 2018, IED’s evaluation of the use of PBL in ADB identified the following design issues relevant 
to Indonesia: policy-based loans tend to have too many policy actions and triggers, making it difficult to 
assign M&E indicators and track progress; results indicators in reports and recommendations of the 
President do not adequately capture outcomes of policy actions, nor development objectives; and the 
PCR assessments of the effectiveness of PBL are usually limited and do not rely on ex-post cost–benefit 
analysis. 
 
D. Evaluation Approach  
 

1. Scope of PSM  

71. The CAPE’s main evaluation questions recognize that PSM outcomes can be attained by 
supporting institutions with cross-sector and coordinating mandates as well as sector-based operations 
with institutional components. While the focus will be on direct PSM interventions and relevant initiatives 
that fall under the governance theme, some comments will also be made on sector-based efforts.   
 

2. Evaluation Questions  

72. The CAPE’s overarching question was: to what extent did ADB support to Indonesia during 
2005−2018 contribute to achieving the strategic objectives of inclusive and environmentally sustainable 
growth? To answer this, it posed five subsidiary questions, one of which was: to what extent did the 
ADB-supported program lead to better economic governance within a decentralized framework? It is 
under this question that additional queries relevant to PSM can be asked:  
 
(i) What has been the performance of ADB support in enhancing decentralization and what results 

can be reported in terms of the quantity and quality of public service delivery?  
(ii) What has been the role of PBL and RBL in improving governance?  
(iii) How has the support for decentralization process and PSM affected infrastructure development? 
(iv) How effective was ADB’s support in improving social and environmental safeguards compliance 

standards and the use of country systems for procurement and safeguards?   
 
73. The CAPE assessed the extent to which outcome targets specified in the CPS results framework 
were achieved and also addressed issues of alignment with government priorities and policies, economic 
and financial performance, time and cost overruns, procurement, and compliance with safeguards.    
 

3. Evaluation Method  

74. The PSM sector assessment applies five main evaluation criteria: relevance, effectiveness, 
efficiency, sustainability, and development impacts, assigning equal weight (20%) to each criterion.  
Projects that covered several sectors and that were originally categorized as multisector were reclassified 
as PSM when this was the dominant component. Findings from other recent and ongoing IED evaluations 
such as the PBL evaluation, were taken into account. The PBL evaluation was particularly relevant given 
that in 2008–2017 PBL represented nearly 71% of ADB’s sovereign lending portfolio in Indonesia..65 
 
75. The assessment involved a literature review, and a review of other documents such as country 
development plan documents, ADB strategic documents, and relevant past evaluation reports, including 

                                                
64 IED. 2015. Indonesia: Validation of the Country Partnership Strategy Final Review, 2012–2014. Manila: ADB. 
65 IED. 2018. Policy-Based Lending 2008–2017: Performance, Results, and Issues of Design. Manila: ADB. 
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procurement-related reviews made available by the Office of Anticorruption and Integrity. The 
assessment entailed extensive consultations with ADB staff, country government officials, and 
development partners, including the World Bank, UNDP, and other development partners. A field study 
to a regional government was also included, linked to the State Audit Reform Sector Development 
Program (STAR) project on internal audit strengthening managed by the BPKP. A center of excellence in 
auditing was visited at the University of Indonesia. Outside Java, three stakeholders were visited in North 
Sulawesi; the master’s program in auditing at the University of Sam Ratulangi, the provincial BPKP office, 
and the provincial inspectorate office (including STAR alumni).    
 
E. Assessment of the Public Sector Management Program  

 
1. Relevance  

76. Indonesia received more ADB investments in PSM than any other ADB developing member 
country ($6.4 billion) over 1999-2018,66 with its focus reflecting Indonesia’s reform efforts. Of this 
amount, about $2 billion was in countercyclical operations to counter financial and economic shocks.67 
In the CAPE period, PSM-approved operations totaled $5.7 billion ($8.15 billion if multisector operations 
with PSM content are counted). Table 5 shows that the support was most intensive in the decade 
following the transformation arising from the 1998 political upheavals.   
 

Table 5: Loan Approvals in CPS periods covered by the CAPE 

 
Prior 

(carried over) 2005–2009 2010–2011 2012–2014 2015–2019 
Amount ($ million) 587.2 3,861.8 500.0 957.8 1,000.0 
No. of operations 5 13 3 3 3 

       CAPE = county assistance program evaluation, CPS = country partnership strategy. 
        Source: Asian Development Bank. 
 
77. Decentralization was the dominant subsector in the early years, carried over from the earlier CPS 
(when the Community and Local Government Support Sector Development Program and the Sustainable 
Capacity Building for Decentralization Project were approved) and also in approvals in the early years of 
the CAPE period (the Local Government Finance and Governance Reform Program and the Local 
Government Finance and Governance Reform Sector Development Program. The emphasis on this 
subsector reflects the response of ADB to the momentous reform initiatives of the government following 
the 1998 crisis and political restructuring of Indonesia, when decentralization was essential to 
maintaining the integrity of the state. Decentralization rose to the top of the reform agenda alongside 
party and electoral reforms. The focus of ADB support was on facilitating the transition to a decentralized 
form of governance, with an emphasis on strengthening capacity of regional government and 
communities.  
 
78. The public expenditures and financial management subsector became interwoven with 
decentralization and then became dominant. The marriage with decentralization can be seen in the 
Second Local Government Finance and Governance Reform Program Cluster, Subprograms 1 and 2. The 
emphasis was placed on financial management of subnational governments, in accordance with the 
recommendations of the special evaluation study on decentralization.68 ADB supported the policy, legal, 
and regulatory framework for decentralization, for instance by assisting the decentralization of the 
property tax and reviewing regional regulations. The accompanying TA focused on developing the 
capacity of coordinating institutions. Once these programs had ended (by 2011), the public expenditures 
and financial management emphasis shifted to programs that balanced national and subnational 
government needs, with a focus on attaining greater efficiency and effectiveness in spending, hence the 
Fiscal And Public Expenditure Management Program, Subprograms 1 and 2 (approved in 2016 and 2018) 

                                                
66 Not counting multisector operations with PSM content. 
67 IED. 2014. Thematic Evaluation Study: ADB Support for Enhancing Governance in its Public Sector Operations. Manila: ADB. 
68 IED. 2010. Special Evaluation Study: ADB Support for Decentralization in Indonesia. Manila: ADB. 
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with their focus on a better alignment of spending with SDG targets, responding to the government’s 
desire to see health and education and other key services receive more attention, particularly as evidence 
was mounting that inequality at this time was becoming more marked. 
 
79. ADB also responded to the government’s desire to boost infrastructure spending in the mid-
2000s, noting that it had decreased substantially as a proportion of GDP (to 0.5% in 2000−2005 from 
1.8% in 1995−1998).69 With parallel financing from the World Bank and Japan International Cooperation 
Agency (JICA), ADB was able to offer a package of three subprograms totaling $2 billion over 2006−2011. 
The Infrastructure Reform Sector Development Program helped to introduce reforms to increase demand 
for and implementation of PPPs across a range of sectors. The project loan established an Infrastructure 
Project Development Facility (IPDF) to alleviate the lack of adequate project preparation (e.g., feasibility 
studies, transparent bidding processes).  
 
80. While the PSM contribution to the ADB program was steady across the CAPE period, the planning 
for PSM was not fully consistent. The positioning of PSM has varied over the strategies adopted by ADB 
during this period, with the most variation, and discord between planned and approved operations, 
evident in the CPS, 2012−2014 period (Table 6).  
 

Table 6: Treatment of Public Sector Management in ADB Strategies 

Years Country Strategy  Public Sector Management Treatment  
Percentage of Planned and 

Actual Loan Portfolio 
2016−2019 CPS, 2016−2019 Support to strengthen PSM and service delivery was to come through 

enhancing management, coordination, transparency, and 
accountability of national and local government public financial 
management systems.  
 
Continuing its national level scope, ADB aimed to support 
improvements to the business environment and public procurement 
system. 
 
Mindful of the growing inequality in Indonesia, ADB aimed to support 
the government to strengthen the medium-term expenditure 
framework, and to protect priority public expenditure on 
infrastructure, health, education, and social protection in line with the 
SDGs. 

The CPS was structured 
according to objectives, but 
COBP, 2017−2019 had PSM 
and industry together at 
$1.9 billion (23% of the 
COBP envelope). 
 
Actual: $1 billion of $4.646 
billion (to 2018) or 22% 

2012−2014 CPS, 2012−2014 
 
Interim CPS, 2015 

PSM was a cross-sectoral concern (tied to governance, and a GACAP II 
focus), but during implementation PSM became a sector and turned 
out to have the largest sectoral allocation in the portfolio. 
Decentralization was given attention, but the PSM program was cast 
more broadly (including national level agencies) than in the past. The 
interim CPS, 2015 continued the thrusts of the CPS, explicitly aiming 
to strengthen public financial management where this will improve 
the delivery of government services. 

0% planned 
 
Actual: 38% of the total 
investment allocation 
envelope (23% if 
countercyclical loan is not 
counted) 

2006−2009 Country strategy 
and program 
(CSP), 2006−2009 
and Final Review 

Cast as “Law, Economic Management, and Public Policy,” PSM efforts 
supported the decentralization agenda by remaining focused on 
policy reforms and capacity development.  

Planned: $2,110 million of 
$3,807 million or 55% 
 
Actual: $1,650 million of 
$3,854 million (excluding 
[PESF] of $1 billion) or 43% 
(with PESF 69%) 

2003−2005 CSP and Program, 
2003−2005 

Governance and Support for Local Needs through Decentralization 
were two of the six priority sectors 

17% planned 

ADB = Asian Development Bank, COBP = country operations business plan, CPS = country partnership strategy, CSP = country strategy and 
program, PESF = Public Expenditure Support Facility, PSM = public sector management, SDG = Sustainable Development Goal. 
Source: Asian Development Bank. 

 
81. ADB support for PSM showed continuity within subsectors, placing decentralization as its focus 
or an important area of support, and then combining public expenditures and financial management 
reforms within this theme. The program evolved with the demands of the government, reflecting the 
                                                
69 ADB. 2017. Project Completion Report: Indonesia: Infrastructure Reform Sector Development Program (Subprograms 1, 2, and 
3, and an Infrastructure Project Development Facility). Manila. 
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external and internal economic environment, hence the introduction of operations that are counter-
cyclical or seek to remove some impediments to growth, and the concern for closing the growing 
inequality that surfaced over the early and middle years of the CAPE period. In this respect, the 
Development Policy Support Program series, which was implemented from 2005 to 2011, highlighted 
the interconnection between PFM systems and poverty reduction, supporting social protection programs 
such as conditional cash transfers and health insurance for the poor. Table 7 expresses the emphasis in 
terms of approved financing, revealing the lack of coverage in social protection and law and justice. 
 
82. ADB was present in the Aceh and Nias recovery process, as well as other post-disaster recovery 
and social protection initiatives. However, classification changes and project designations made this 
support only partly visible under PSM. The Development Policy Support Program and the Fiscal and Public 
Expenditure Management Program both have some policy actions related to social protection. Table 7 
confirms the “missing” social protection operations.   
 

Table 7: Public Sector Management Subsector Approvals in CAPE Period 

PSM subsector 

Approvals Carried over from 
Previous Period Approved in CAPE Period 

No. of 
Operations $ million $ million 

No. of 
Operations 

Public Administration                  - - 200.00 1 
Economic Affairs Management 1 400.00 3.000.00 8 
Public Expenditure and Fiscal Management  2 225.00 1850.00 7 
Decentralization 2 162.22 320.70 2 
Reforms of State-Owned Enterprises    - - 500.00 1 
Law and Judiciary  - - - - 
Social Protection Initiatives - - - - 

CAPE = country assistance program evaluation, PSM = public sector management. 
Source: Asian Development Bank. 

 
83. ADB did not provide substantial support in the law and justice subsector, apart from some minor 
aspects of the parallel financing embedded in the World Bank DPL series. This gap in coverage does not 
reflect the substantial reform required in this sector, particularly in relation to access to justice, fighting 
corruption and establishing a trustworthy court system. Some support in this area was provided by other 
development partners (e.g., the Asia Foundation). However, the overall low development partner 
presence in the subsector may reflect the government’s view that it has firm policy directions and is 
making strides (e.g., with the KPK), and its preference to have considerable control over this area of 
reform.   
 
84. Civil service reform was notably absent from the PSM program. Civil service reform is difficult in 
any country; but it is vital to overall public sector reform. The need for reform has been noted by the 
government and its development partners as fundamental if Indonesia is to improve the quality and 
performance of the government workforce. Some support has been provided to the new Civil Service 
Commission (KASN) by the USAID-funded Strengthening Integrity and Accountability Program, but much 
more support is needed in view of the receptivity to the KASN support and the scope of the challenges 
in civil service reform. 
 
85. The scope of PSM support may have been influenced by ADB’s focus on Governance And 
Anticorruption Action Plan (GACAP II) requirements. As the latter methodology has become 
institutionalized (beginning with 2008 guidelines) sector assessments, the CPS, project risk assessment 
and risk management plans appear to converge on the three areas of focus made obligatory in GACAP 
II.  The GACAP II is the tool employed by ADB to address fiduciary concerns. An indication of this link is 
seen in the sector assessment for the CPS, 2012−2014, which focused on the risk associated with financial 
management and procurement.70 The GACAP II risk assessment also included anticorruption activities, 
but this is treated in a perfunctory way in CPS, 2012−2014, and there is no ADB-related mitigation 
offered, aside from monitoring how the government is dealing with the areas of concern. Moreover, the 

                                                
70 ADB 2012. Risk Assessment and Risk Management Plan (Summary). Country Partnership Strategy: Indonesia, 2012–2014. Manila. 
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many challenges faced in the reform of the civil service are not given an airing as this is not the focus of 
GACAP II. It is not surprising then that the scope of PSM in the implementation of CPS, 2012−2014 was 
not foreseen in the CPS itself. In that document, PSM was subsumed under a cross-sector governance 
and capacity development approach, and the discussion was extremely thin; there was also no planned 
allocation or CPS targets set for PSM as a sector. Decentralization, financial management, procurement 
and audit support were mentioned. The reduced attention to decentralization and regional government 
is evident (it does not fit well in the GACAP II scheme), even in the face of demands from the 
government.71  
 
86. ADB positioning shows continuity in the support to audit institutions. The successful State Audit 
Reform Sector Development Program72 called for continued capacity development in this area. The CPS, 
2012−2014 followed this with a recommendation for an audit effort (State Accountability Revitalization 
Project) focused on the training of auditors of national level agencies and the capacity development of 
the agencies and organizations.  
 
87. PSM interventions have been supported in other sectors. The case of energy was illustrated in 
Box 1. Another example was support for “minimum service standards” provided in the education sector, 
responding to a strongly promoted government initiative launched as a service delivery safeguard in the 
context of decentralization. ADB supported capacity development of key institutions in the educational 
sector to ensure access and quality of educational services.   
 
88. ADB did not strongly address cross-cutting themes in the CPS in the PSM program but 
environmental sustainability was supported in TA projects that addressed project environmental 
safeguards. Gender equality was not addressed head-on but was present in the substance of programs 
designed to support the SDGs, social sectors, and social protection. Other significant constraints on 
Indonesia’s development could have been better highlighted in the CPSFR. For instance, the anticipated 
regional integration of Indonesia within ASEAN could have been given attention in the CPSFR. That would 
have helped ground the discussion of binding constraints to specific milestones in forging more open 
markets and attaining competitiveness. ADB did provide support for the National Secretariat for Regional 
Cooperation under the Coordinating Ministry for Economic Development (rated unsuccessful), but 
regional integration in the ASEAN context was not well addressed, despite indications that Indonesia is 
not well placed to compete against most of the established and emerging markets in ASEAN (Table 5).73  
 
89. While the positioning of PSM left much to be desired, the actual programs launched during the 
CPS period were relevant to the country’s needs and government demands. The CPS, 2006−2009 saw a 
great deal of difference between planned and approved projects, save in the PSM area, where under the 
label of “law, economic management, and public policy interventions” most projects went ahead, 
reflecting government interest in PSM reforms and the program modality.74 In the mid-period of the 
CAPE, the unplanned countercyclical programs were helpful in sending a strong signal to the market that 
the government was well placed to weather the turbulent financial period after 2009. The ADB response 
caused variations between planned and approved projects but reflected the urgent needs of government. 
These early experiences in PSM support should have impressed on ADB the saliency of this sector in 
Indonesia. It was therefore inconsistent for ADB not to position PSM as a significant sector in the CPS, 
2012−2014. Events revealed that lack of positioning of PSM to be unwise, as the government proved to 
be consistently eager to receive more programs in the PSM area. These were used to reassure the market 
(Precautionary Financing Facility), and to underpin longer-term reforms. The State Accountability 
Revitalization Project addressed a persistent weakness in supervision of government agencies, at both 
national and regional level. The Strengthening Investment for Growth Acceleration Program 1 promoted 

                                                
71 The reduced support from ADB was regretted by the Directorate General for Regional Autonomy, see Notes of the CPSFR 

2012−2014 validation mission. 
72 ADB. 2012. Project Validation Report: Indonesia: State Audit Reform Sector Development Program. Manila.  
73 ADB. 2004. Technical Assistance to the Republic of Indonesia for Strengthening the National Secretariat for Regional Cooperation. 

Compiled from tables in World Bank. 2014. Doing Business 2015: Going Beyond Efficiency. Washington, D.C. 
74 ADB. 2011. Indonesia: Country Strategy and Program, 2006–2009 Final Review Validation. Manila. 
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a more predictable and open business environment, diverse infrastructure financing, and better 
procurement processes. The substantial TA provided to assist in regional cooperation, social security 
modelling, knowledge management, procurement management, PPP development, and safeguard 
convergence were all urgently needed by the national agencies involved. By the end of the CPS, 
2012−2014 period it was evident that PSM should have been more prominent in the initial planning, and 
this was reflected in the subsequent Interim CPS, 2015 and CPS, 2016−2019.  
 
90. ADB’s use of PBL signals its comfort with Indonesia’s country systems. The dominance of PBL in 
the ADB program indicates that ADB is comfortable employing country systems for disbursements of 
budget supportnominally earmarked to the cost of the reforms specified in reports and 
recommendations of the president. Unlike investment projects, where funds have a specific route, usually 
through ministry allocations, the PBL funds are directed to the government’s treasury account as budget 
support. Whereas project safeguards can be helpful in ensuring probity in the case of investment projects, 
ADB must rely on the general safeguards of the country system in the case of PBL. There is some risk that 
funds, at both national and regional and village level will be badly planned and poorly used, but these 
risks are not well addressed in the PBL operations. This is understandable to some degree as the PSM 
operations themselves are the vehicles for strengthening country PFM systems. Even so, some discussion 
of the risk involved in budget support might have been expected. While Indonesia has improved its 
transparency in the budgeting process somewhat, increasing its score in the Open Budget Index from 59 
in 2015 to 64 in 2017,75 this has not led to much more accountability, despite notable efforts by some 
institutions such as the KPK. The risk assessment and risk management plans of PSM PBL operations are 
unfortunately rather general in the risks they raise and very generic in the measures they propose.76  
 
91. ADB has played a constructive role in coordinating development support and in attracting parallel 
financing. Development partner coordination was particularly strong in the subsector of decentralization 
in the early years of the CAPE, with a development partner group established for that purpose, and 
frequent interactions with government. This group has involved many development partners, including 
Canada, Germany, and the US. Over time, coordination also grew in the area of fiscal policy and PFM. 
When the World Bank has taken the lead, ADB has been helpful, as noted in the financing ADB has 
provided to accompany the World Bank support to the government’s efforts on revenue mobilization 
and other policies, packaged in a series of DPLs. Another example of successful coordination can be seen 
in ADB’s participation in supporting the Sustainable Infrastructure Assistance Program funded by the 
Australian government, adding financing and also a TA project on Strengthening Fiscal Risk Management 
of Accelerated Infrastructure and another on strengthening state procurement systems for faster 
infrastructure delivery. Parallel financing by the German KFW and JICA in policy-based lending (e.g., for 
the Stepping up Investment for Growth Acceleration Program and the Fiscal and Public Expenditure 
Management Program) also demonstrates the good working relationships established with partners.  
 
92. The dominance of policy-based lending reflects Indonesia’s specific circumstances. The CPS, 
2016−2019 noted that the government’s affinity for policy-based loans was partly due to its perception 
of the high transaction costs of conventional projects and its preference for the use of country systems. 
Many policy-based loans in PSM were arguably a creative response to the limited progress in the design 
of new investment projects. The fact that PBL helps with the government’s need to deal with the budget 
deficit was acknowledged in an IED interview with the head of the fiscal policy agency. The assertions on 
the predominance of budget support considerations in preparing policy-based loans that were approved 
in some years appear reasonable, and they likely reflect the communications in the actual government–
ADB dialogue. But there may be other considerations at play, particularly since policy-based loans have 
been acknowledged by the government to be more difficult to account for to the public; their results are 
not as tangible as those of project financing.  

                                                
75 International Budget Partnership. 2019. Open Budget Index: Open Budget Survey 2017. 

https://www.internationalbudget.org/open-budget-survey/open-budget-index-rankings/  
76 This can be seen in the risk assessment and risk management plans for the Fiscal and Public Expenditure Management Program. 

Subprogram 1 (2016) and Subprogram 2 (2018) differ very little in their content and approach, and do not indicate specific 
actions that ADB will take to reduce risks related to budget support. 

https://www.internationalbudget.org/open-budget-survey/open-budget-index-rankings/
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93. The reform focus of the PBL operations also reflects the reformist character of the government 
that has been in evidence beginning with the tumultuous political changes in 1998, a feature that has 
been constant across the parties and leaders that have come to power since. While each government has 
sought to put its stamp on reforms, and some have walked back previous reforms, the trend has been 
to work toward better governance of the public and private sectors. It has been possible for ADB, and 
other development partners, to fashion programs that have survived beyond the term of a particular 
government, and to build on previous programs; the decentralization and PFM combinations in a series 
of programs are an example. The continuous effort to improve audit bodies and to create the framework 
and institutions to address PPPs are additional examples. These have all had a decade or more of support, 
largely through PBL, complemented by some investment and TA projects. Hence the environment for 
incremental and sustained reform in Indonesia was suited to the use of the PBL modality. 
 
94. The demand for PBL has also much to do with the vulnerability of the Indonesian economy to 
external economic shocks. Indonesia felt the impact of the curb on quantitative easing in the United 
states, leading to Indonesia’s exchange rates weakening dramatically, and stock and bond markets 
convulsing.77 The more recent US federal bank rate hikes also have been a source of stress. In total,  
$2 billion of the ADB PBL was countercyclical financing to stabilize the macro-financial scene, an amount 
more than matched by other development partners. Well timed liquidity support, which sends an 
important signal to financial markets, accounts for a significant part of PSM PBL. 
 
95. An additional consideration in the government’s preference for PBL, even in the face of avowed 
commitments to “rebalance” the program to investment project balance over the CAPE period, may be 
the relative ascendancy of the Ministry of Finance over the more sector-oriented BAPPENAS and of course 
the sector ministries themselves. Ministry officials sometimes grumble about the tilt toward PBL, 
explaining that they would much rather have sector investment projects where funds are channeled 
through their ministries. They appreciate the sector reforms embedded in PBL but are not entirely 
convinced that the budget support through PBL translates into sufficient additional resources to the 
ministries trying to realize the reforms on the ground; this is despite the nominal costing of the reforms 
and the attendant “nominal” earmarking of the reforms to cost categories. That the Ministry of Finance 
is able to shape the request for PBL despite these sentiments reflects its reformist orientation, strong 
leadership,78 competency, and influential role in national development in the CAPE period. 
 
96. A final explanatory variable in the demand for PBL may be the supply side of this modality. The 
relative ease of the design process makes PBL attractive to regional departments dealing with large 
countries and high portfolio and disbursement targets. Additionally, development partners in general 
may see the modality as a convenient way of structuring sector dialogue among themselves 
(harmonization), allocating financing in a safer environment (e.g., benefiting from joint analysis) and of 
achieving dialogue and coordination with government.   
 
97. As ADB expects that the PBL share of the entire program will decline to about one-third in 2018 
and 2019 from a high of 65% in 2017, the impact on the PSM component of the ADB program could be 
substantial. Such a shift may result in a radical reduction of PSM lending unless other instruments come 
to the fore or the transition to the new balance is undertaken on the back of an increased allocation for 
other modalities rather than a cut in the PBL modality. 
 
 

                                                
77  M. Chatib Basri. 2017. India and Indonesia: Lessons Learned from the 2013 Taper Tantrum. Bulletin of Indonesian Economic 

Studies, 53:2, pages 137-160. 
78 Indonesia’s current Minister of Finance Sri Mulyani Indrawati was named the Best Minister in the World at the sixth annual World 

Government Summit in Dubai, 11 February 2018. Sri Mulyani has been Finance Minister since 2016 under President Joko “Jokowi” 
Widodo and was formerly the World Bank’s Managing Director. She previously served as finance minister from 2005 to 2010, 
including the period where Indonesia was tested by the Global Financial Crisis. See Asian Correspondent. 2019. Indonesian 
finance minister crowned Best Minister in the World. https://asiancorrespondent.com/2018/02/sri-mulyani-indonesian-finance-
minister-best-world/  

https://asiancorrespondent.com/2018/02/sri-mulyani-indonesian-finance-minister-best-world/
https://asiancorrespondent.com/2018/02/sri-mulyani-indonesian-finance-minister-best-world/


 CAPE Indonesia, Linked Document C 
 

98. Shortcomings in the results frameworks make it difficult to track PSM results. The dearth of PSM 
indicators in the CPS results frameworks and their weak formulation and relation to ADB programming 
in cases (e.g., for CPS 2006-2009, para. 103) obscure the achievements and shortcomings of the PSM 
program, both in terms of effectiveness and development impact. 
  
99. Prior project self-assessments and evaluations. The five loans evaluated by PCR and PVR that were 
approved during the CAPE period had good ratings for relevance; two were highly relevant, two relevant, 
and one less than relevant.  
 
100. In summary, ADB support for PSM was important to the early decentralization and PFM reforms 
after 1998. Over the course of 2005−2018, ADB was responsive to the concerns on impediments to 
infrastructure investment and tried to spur private sector participation. However, only toward the end of 
the period did ADB respond to the growing urgency to address rising inequality and inclusive growth, 
particularly through a more concentrated effort on achieving the SDGs. ADB showed it was able to 
leverage its relationship with other development partners to engage in a meaningful dialogue with the 
government and to attract considerable cofinancing. However, ADB did not plan its PSM program 
consistently or underpin it with significant analytical work, and it did not provide an explicit rationale for 
its subsector emphasis which neglected law and justice, revenue generation, SOE reform, environmental 
management, social protection, civil service reform, and anticorruption efforts. An additional 
shortcoming was the elaboration of CPS results frameworks for PSM that have gaps and formulation 
weaknesses, making it difficult to assess effectiveness and development impact. Despite these 
shortcomings the PSM program undertaken during the CAPE period is assessed relevant. 
 

2. Effectiveness  
 
101. PSM targets in the three country strategies during the CAPE period were partially met. The targets 
were always well selected or formulated. Their link to PMS programming was inconsistent. In some cases 
there were no specific targets included other than “increases and/or improvements.” 
 
102. CPS, 2006-2009 called for improved decentralization, with increased regional spending and 
enhanced financial reporting as indicators. In related PSM areas and governance themes, the CPS also 
sought increased health and education spending, aided by greater general transfers to regional 
government and stronger anticorruption actions. Table 8 provides the CPSFR assessment and the IED 
assessment of the reported achievement.  
 

Table 8: Public Sector Management and Governance Achievements against CPS, 2006−2009 targets 

Indicator or Targets CPSFR assessment 
IED assessment 

(CAPE or earlier validations) 
Increase in regional development 
spending by 10% annually up to 
2009 

Regional government reserves 
estimated at 3.2% of GDP as of 
December 2009. 

No data are provided that clearly show an 
increase in regional government 
development spending. Development 
expenditures (meaning capital 
expenditures) accounted for 20.77% of 
regional budgets (2018);a this has not been 
increasing. 

Improvement in quality of and 
consistency of local government 
financial reporting 

The timeliness and quality of financial 
reporting has improved as a result of 
the adoption of improved reporting 
accounting frames. 

Qualitative assertion is not supported by 
any quantitative data, or authoritative 
source for the assertions. 

Health and education spending at 
least 3% of GDP by 2009 

Education spending budgeted at 4% of 
GDP in 2009 and health spending at 1% 
of GDP 

Fully achieved  
Education: 3.5% (2015)  
Health:b 3.12% (2016) 

Improved reporting of district 
health accounts in as least 5 
provinces by 2009  
 

Minimum service standards prepared 
but not yet enacted by end 2009. 

Does not address the indicator directly. The 
minimum service standards understanding 
is not accurate; these were already in place 
but in need of revision.  

DAK (specific allocation grant) to 
DAU (general transfer) increased to 
30/70 by 2009 

Special allocation funds have increased 
over the CSP period from 0.08% to 1% 
of GDP from 2000 to 2009. 

Does not address the indicator. Achieved 
DAK 2018:  Rp185.9 T (31.6%)  
DAU 2017: Rp401.5 T (68.4%)c 
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Indicator or Targets CPSFR assessment 
IED assessment 

(CAPE or earlier validations) 
All government accounts 
transferred to a Treasury single 
account 

Some 18,000 government commercial 
bank accounts have been consolidated 
into a treasury single account as part of 
public management measures. 

Fully achieved. 

Strengthened corruption prevention 
capacity of Corruption Eradication 
Commission (KPK) 

KPK continues to take the lead in 
investigating and prosecuting high 
profile corruption cases; cases 
investigated and funds recovered 
increased steadily from 2006 to 2009. 

KPK played vital role in investigating 
corruption cases. However, it is not clear 
how it contributed to mitigating or 
preventing corruption. 

An improvement in Indonesia’s 
ranking in Transparency 
International’s corruption 
perception index of at least 15 
places 

Indonesia’s ranking improved from 137 
in 2005 to 110 in 2009. 

Fully achieved Some improvement since 
then; 89 out of 180 countries.d 

CAPE = country assistance program evaluation, CPS = country partnership strategy, CPSFR = country partnership strategy final 
review, GDP = gross domestic product, IED = Independent Evaluation Department, PSM = public sector management. 
a Kementrian Keuangan. 2019. Arah Kebijakan Transfer Ke Daerah Dan Dana Desa T.A. 2019 
b World Bank https://data.worldbank.org/indicator/SH.XPD.CHEX.GD.ZS 
c APBN 2018 https://www.kemenkeu.go.id/apbn2018 
d https://www.transparency.org/country/IDN 
Source: Independent Evaluation Department. 
 
103. The lack of data and questionable indicators obscure the achievements of the CPS, 2006-2009 
implementation. Data are not provided for Table 9 that would fully match the selected indicators. It is 
also not clear that ADB can claim to contribute to the achievement of some of the targets, in view of the 
focus of ADB PSM and governance support provided. The link is evident for some targets (e.g., better 
local government financial reporting was supported by the Community and Local Government Support 
Program) but lacking in others; the corruption prevention capacity of the KPK does not seem to have a 
sufficient basis in the ADB-financed operations.   
 
104. The CPS results framework for PSM failed to show results for the CPS commitment to strengthen 
national and subnational governance by promoting institutional development and strengthening 
capacities for improved public sector management. While Table 8 shows partial progress against broad 
indicators of intergovernmental system performance, an IED special study in 2010 found that ADB's core 
decentralization loans and supporting TA projects have been effective in supporting required policy 
reforms but less effective in developing the institutions and processes needed to implement the required 
policies.79 
 
105. Other governance support was provided to the government under other sector designations, but 
this had limited results as well. PFM-related support to regional governments yielded some important 
results. For instance, ADB was able to facilitate the devolution of the property tax (para. 55). The support 
for the achievement of MDGs (in the Poverty Reduction and MDG Acceleration Program), designated as 
multisector program, had a strong PSM orientation. It helped the government to add additional spending 
in education and health, making some important steps toward mainstreaming achievements of the MDGs 
(and related minimum service standards) in national and regional government planning. However, the 
effectiveness of the Poverty Reduction and MDG Acceleration Program was limited when the cluster was 
truncated after the first of its three programs. IED assessed the program less than effective overall in 
achieving its intended outcomes and outputs.80 The Infrastructure Reform Sector Development Program 
cluster of three subprograms laid down some of the legal and institutional framework for PPPs over this 
period.  But IED concluded that the program’s reforms were not able to bring about the investments 
expected and assessed both the program and investment projects as less than effective.81 
  
                                                
79 ADB. 2010. Special Evaluation Study of Asian Development Bank Support for Decentralization in Indonesia. July, Manila. 
80 IED. 2017. Validation Report Indonesia: Poverty Reduction and Millennium Development Goals Acceleration Program. Manila: 

ADB. 
81 IED. 2018. Validation Report Indonesia: Infrastructure Reform Sector Development Program (Subprograms 1, 2, and 3, and an 

Infrastructure Project Development Facility). Manila: ADB. 

https://data.worldbank.org/indicator/SH.XPD.CHEX.GD.ZS
https://www.kemenkeu.go.id/apbn2018
https://www.transparency.org/country/IDN
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106. Turning to the CPS, 2012−2014, no PSM indicators in the CPS results framework could be used 
to assess what was a fairly substantial PSM program (23% of total approved amount). The CPSFR dipped 
into the PSM sector assessment results framework to indicate progress (Table 9). The CAPE team added 
the sector outputs as well in Table 9, hopeful that these could reveal a strong association with key PSM 
operations approved in the CPS, 2012−2014.   
 

Table 9: Public Sector Management and Governance Achievements against CPS, 2012−2014 targets 

Targets/Indicators 
CPSFR, Project Monitoring, or Project 

Completion Report Assessment 
IED assessment (CAPE or earlier 

validations) 
Sector Outcomes from PSM Assessment Reported Against in CPSFR 
Increase in local government 
revenues from own sources: 2015 
target: an increase from 2011 
baseline:18% 

Current value: 23% (2014) 
ADB assisted in the devolution of the property 
transfer tax through the TA Local Government 
Finance and Governance Reform. 

An increase was noted, but no target was set 
to assess this against. Even so, the increase to 
2014 was substantial. It does not seem that 
there has been much improvement since. One 
indication is a 2016 study by the NGO FITRA 
that shows that only 8 of 61 districts raise 
more than 15% of their own revenue.a 

Increase in the Integrity Index of 
Public Institutions, at central and 
regional levels. 2015 target: 8 
2009 baseline: 6 
 

Current value: Integrity index not available. 
World Bank governance indicators suggest a 
modest improvement in five governance 
dimensions while the Transparency 
International Corruption Prevalence Indicator 
suggests a slight deterioration. 

As of 2018, there was notable prosecution of 
cases by the KPK. Although Corruption 
Perception Index measured by Transparency 
International increased from 34 in 2014 to 38 
in 2018, surveys by Indonesian Corruption 
Watch and Lingkaran Survei Indonesia 
showed that illegal charges in public services 
for health, public administration, education, 
and police force had gone down dramatically 
from 2016 to 2018. The KPK regional 
governments’ integrity index for 2017 showed 
that 40 regions scored between 52.91-77.39 
on a scale of 0 to 100  but this was not 
comparable with earlier indices.b  

Sector Outputs from PSM sector Assessment Against PCR Assessment  
By 2014, 90% of the local 
government 
budget approved on time 

No ADB operations directly supporting capacity 
building of regional governments in the use of 
DAK, and no reporting against this in PCRs. 

No data available. 

By 2014, 410 regional governments 
optimally absorb specific allocation 
grant (DAK) to improve their public 
service delivery 

Same as above The Stepping up Investment for Growth 
Acceleration Program did help to target DAK 
and increase its size. DAK reform remained 
unfinished in the CPS, 2012-2014 period. 

By 2014, 275 regional governments  
increase the share of their capital 
expenditures and reduce the share 
of their current expenditures 

Same as above  The national budget law of 2017 requires 
regions to spend 25% on infrastructure. In 
2015, nearly 67% of the 542 regions failed to 
attain this mark.c The average was 20.77%.d  

200 districts generate Regional 
Government Performance 
Measurement System (RGPMS) 
data by 2015 

Local Government Finance and Governance 
Reform programs supported computerized 
financial management information system at 
171 regional locations. 

Also aided by the TA project Local 
Government Finance and Governance Reform. 
However, the financial management 
information system was not well embedded 
due to procurement cancellations. 

Up to 25,000 auditors, and finance 
and budget officers trained by 2017 

No data provided by ADB (State Audit Reform 
Sector Development Program projects only 
began operating in 2013) 

State Audit Reform Sector Development 
Program Project monitoring indicates training 
of 19,416 officers by 2018 (BPKP indicated 
more than 22,000 in a meeting with the 
evaluation team).  

New Procurement Law issued by 
2014 

No ADB operation supports the development of 
a new procurement law 

In 2018 Presidential Regulation No. 16 was 
issued, allowing sector ministries to initiate 
procurement following the June estimated 
budget rather than the November 
determination of the budget. This regulation 
was a prior action for Fiscal and Public 
Expenditure Management Program II. While 
the regulation is an improvement, it continues 
the practice of embedding procurement 
regulations in presidential instruments, which 
have changed frequently. A law is still under 
consideration, but the National Public 
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Targets/Indicators 
CPSFR, Project Monitoring, or Project 

Completion Report Assessment 
IED assessment (CAPE or earlier 

validations) 
Procurement Agency (LKKP) seems less 
enthusiastic than during the ADB support 
through the Stepping up Investment for 
Growth Acceleration Program 

Full-deployment of e-procurement 
across all government agencies by 
2015 

Stepping up Investment for Growth 
Acceleration Program assisted in e-procurement 
system development in Subprogram 1 (2014) 
through the national agency for regulating 
procurement (NPPA) for e-purchasing and e-
tendering. 

It is not clear how widely this platform is 
being used across government agencies. e 
ADB data suggest that 90% of ministries use 
e-procurement, but no data have been given 
for regional governments. f 

ADB = Asian Development Bank, CAPE = country assistance program evaluation, CPS = country partnership strategy, CPSFR = country 
partnership strategy final review, IED = Independent Evaluation Department, NGO = nongovernment organization, PCR = project completion 
report, PSM = public sector management. 
a FITRA and Ford Foundation. 2016. Analisis Anggaran Daerah 2016 Hasil Penelitian di 70 Kabupaten/Kota. 
b KPK. 2018. Integrity Survey Report 2017. Jakarta 
c G. D. Amianti. 2017. Indonesia tightens watch on regional spending. Jakarta Post, Monday, 9 January. 
https://www.thejakartapost.com/news/2017/01/09/indonesia-tightens-watch-on-regional-spending.html 

d Kementrian Keuangan. 2019. Arah Kebijakan Transfer Ke Daerah Dan Dana Desa. TA 2019. 
e The Presidential Decree on Procurement (No. 4/2015) mandates the usage of electronic transactions for all government procurement. 
However ADB documents do not present any evidence regarding actual application of the decree 

f  ADB. 2018. Fiscal and Public Expenditure Management Program (Subprogram 2) - Public Financial Management Assessment. Manila. 
Source: Independent Evaluation Department. 

 
107. There has been some progress against the two sector outcome indicators mentioned in the 
CPSFR, but the indicators were not well connected to ADB support. The CPSFR drew some comfort from 
performance against the various indicators of the integrity of public institutions, including World Bank 
governance indicators. However, the progress against these indicators was limited.82 The indicators were 
in any case too broad for the PSM program to make any meaningful contribution in view of the limited 
scope and magnitude of the program in the CPS, 2012−2014. 
 
108. At the CPS sector output level, there is a closer correspondence between indicators and ADB 
support. The support provided in the State Audit Reform Sector Development Program, approved in 
2012, was just getting started in 2014, but by 2019 the project had exceeded its ambitious training 
targets for degree and certificate streams, nearly attaining the CPS target in Table 10 (22,000 as against 
the target of 25,000) on its own.  Determining whether the project had significantly improved the 
capacity of government internal auditing is more difficult. It had exceeded one of the outcomes of the 
project by 2018, with 76% of regional governments issued BPK’s “unqualified” audit opinion (from 2.73% 
in 2009),83 but that does not tell the entire story. The World Bank Public Expenditure and Financial 
Accountability (PEFA) report revealed that audits did not receive the political and administrative follow-
up necessary to make them optimally effective.84 
 
109. Also providing relevant support in pursuing the CPS targets for PSM was the first subprogram of 
Stepping up Investment for Growth Acceleration Program. This made strides in elaborating and 
propagating e-procurement to increase efficiency and integrity at national and subnational levels. Most 
districts and cities now have a centralized procurement unit that is able to use the e-procurement system; 
the LKPP is able to track the live or offline status of the regional government systems from its 
headquarters in Jakarta. 85  The program also helped to reduce business investment hindrances and 
elaborate the legal framework and institutional set-up for PPPs.  Unfortunately, ADB does not always 
want to use the e-procurement system due its requirement that bids are made in English, which the local 
system does not mandate.  Subprogram 1 contributed to the institutionalization of Committee for the 

                                                
82 World Bank. 2014. World Governance Indicators. http://info.worldbank.org/governance/wgi/index.aspx#reports 
83 Badan Pemeriksaan Keuangan. 2018. Ikhtisar Hasil Pemeriksaan Semester I (IHPS). Jakarta. 
84 World Bank. 2018. Indonesia Public Expenditure and Financial Accountability (PEFA) Assessment Report 2017. Jakarta. 
85 ADB. 2008. Technical Assistance to Support for Implementation of the Second Governance and Anticorruption Action Plan 

(GACAP II) (Financed by the GCF). Manila. This regional TA project helped LKPP to work with ADB to accomplish policy actions in 
the Stepping up Investments for Growth Acceleration Program. 

https://www.thejakartapost.com/news/2017/01/09/indonesia-tightens-watch-on-regional-spending.html
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Acceleration of Priority Infrastructure Provision (KPPIP), a coordinating unit for national strategic and 
priority infrastructure projects.  
 
110. Although safeguards were not highlighted as CPS targets, some progress was made during this 
CPS period in the development of safeguards. Determined efforts were made to bridge differences 
between ADB and country systems. In one result, the land acquisition act was adopted in 2012 as a result 
of government dialogue with the World Bank and ADB, giving more rights of compensation to non-
titleholders. TA has been used to support BAPPENAS and other agencies in assessing the gaps and 
searching for ways to harmonize country and development partner systems.86 Unfortunately, in recent 
years the consultation on the issue of country systems has become bogged down, with no full decision 
taken by ADB yet as to the sectors and areas in which ADB will allow Indonesia to use its country systems 
for ADB-supported investment projects. It is, however, likely there will be at best quite a limited use of 
country systems, with PLN (in some districts).   
 
111. Turning to the CPS, 2016−2019, there were only two PSM indicators in the CPS results framework 
(Table 10). These were both supported by ADB programming. The achievement of the tax target of the 
CPS cannot be ascertained due to lack of data, but the external audit “unqualified” opinion has nearly 
been met for the national government and exceeded for regional governments. 
 
Table 10: Public Sector Management and Governance Achievement against Targets in CPS, 2016−2019  

Targets/Indicators 
Project Monitoring and/or PCR 

Assessment IED Assessment (CAPE) 
Total local taxes increased from 
Rp114.5 trillion in 2013 to Rp143.1 
trillion by 2019. 

Supported by TA, Tax Revenue 
Administration Modernization and Policy 
Improvement in Local Governments, but 
no data available. 

ADB is adopting revenue 
improvement through TA; 
this has just begun in 2017 
in Balikpapan City. Impacts 
will be felt only in this city 
but could spread if model is 
deemed promising. 

Percentage of BPK’s “unqualified” 
audit opinion increased from 74% in 
2014 to 100% by 2019 at the central 
level, and from 33.35% in 2013 to 
60% by 2019 at the local 
government level. 

No data available, but the State Audit 
Reform Sector Development Program 
project aimed to make a contribution 
toward this target by enhancing the 
skills of internal auditors and financial 
managers at national and regional 
levels. 

91% of national agencies 
achieved unqualified audit 
opinion in 2018, and 76% of 
regional government 
received such an opinion. 

ADB = Asian Development Bank, CAPE = country assistance program evaluation, CPS = country partnership strategy, IED = 
Independent Evaluation Department, PCR = project completion report, TA = technical assistance. 
Source: Independent Evaluation Department. 
 
112. By the end of the CAPE period, there had been three subprograms of the Stepping up Investment 
for Growth Acceleration Program, with some evidence of success. The work of the program in 
harmonizing procedures and attaining clearer institutional leadership for PPPs built on earlier efforts and 
helped in developing a path for unsolicited proposals and in generating bankable PPPs.87 Even so, the 
program’s effort underscored the fact that that program lending support needed to be accompanied by 
more transaction-specific capacity development. The second and third subprograms were able to 
promote regulatory impact assessment in several agencies, further expand use of e-procurement and e-
catalogue arrangements for public procurement. Benchmarking and improving public procurement 
capacities were initiated but remained a work in progress. The online one-stop service effort was rushed 
and after its early launch was not workable; it will require additional support.  
 
113. The Fiscal and Public Expenditure Management Program, Subprograms 1 and 2 brought greater 
attention to the MDGs and now the SDGs. The program has added impetus to mainstream the SDGs into 

                                                
86 ADB. 2013. Aligning Asian Development Bank and Country Systems for Improved Project Performance. Manila; and ADB. 2007. 

Enhancing the Legal and Administrative Framework for Land. Manila.  
87 Advisory support to KPPIP was provided by ADB staff from the Office of Public–Private Partnership.  
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national and regional government development planning. The program has left considerable work 
unfinished in terms of aligning efforts vertically and ensuring resources commensurate with SDG 
responsibilities at the regional level, where the bulk of the SDG effort will be undertaken.  
 
114. ADB applied the Governance and Anticorruption Action Plan (GACAP II) during projects at the 
sector and the CPS levels during the CAPE period. However, there was little correspondence between the 
various levels of assessment, since the CPS rigidly adhered to the focus on financial management, 
procurement, and anticorruption activities (as per the GACAP II categories) while the program-level 
assessments were more focused on particular issues. Moreover, the CPS risk assessment and risk 
management plan analysis was patchy, and the risks were not well matched to mitigating measures. The 
data from the ADB Office of Anticorruption and Integrity for the CPS period (Table 11) suggests that 
there are continuing challenges in avoiding integrity shortcomings, but that the performance is 
improving slowly over time. 
 
Table 11: Project-Related Cases in Indonesia handled by the Office of Anticorruption and Integrity 

Year 
Closed With No Further 

Actions Closed With Actions Taken Ongoing Total 
Complaints Investigations Complaints Investigations Complaints Investigations Complaints Investigations 

2005 3 27 0 5 0 0 3 32 
2006 5 24 0 7 0 0 5 31 
2007 7 5 0 6 0 0 7 11 
2008 8 11 0 5 0 0 8 16 
2009 10 10 0 3 0 0 10 13 
2010 4 3 0 8 0 0 4 11 
2011 4 1 0 6 0 0 4 7 
2012 4 1 0 3 0 0 4 4 
2013 3 0 0 2 0 0 3 2 
2014 3 0 0 2 0 0 3 2 
2015 1 0 0 2 0 0 1 2 
2016 3 0 0 0 0 1 3 1 
2017 1 0 0 0 0 1 1 1 
2018 1 0 0 0 1 0 2 0 
Total 57 82 0 49 1 2 58 133 

Source: Asian Development Bank. 
 
115. The few PSM investment projects in the portfolio have struggled to yield the expected results. 
For instance, the computerized financial management information systems in 171 regional governments 
under the project loan of the Local Government Finance and Governance Reform Program did not fare 
well as procurement was delayed and eventually cancelled. In the State Audit Reform Sector Development 
Program project on internal audits, the 14 centers of excellence were reduced to eight as BPKP wished 
to minimize project risk.  
 
116. In summary, the policy outputs of many PBL operations were largely met, although the 
achievement against CPS established sector outputs and outcomes was uneven across all of the CPSs 
during the CAPE period. Budget support outcomes of PSM were positive (e.g., contributions to financial 
and macroeconomic stability, countercyclical support after the Asian financial crisis, and reductions in 
short-term government budget deficits) but many policy-based loans were more ambitious and policy-
reform-oriented. Outcomes in the area of decentralization were positive but are still a work in progress 
given lack of evidence on improved service delivery at the district level; outcomes for public financial 
management (PFM) and the SDGs have been debatable. On balance the ADB support for PSM during the 
CAPE period, is assessed effective. 
 

3. Efficiency 
 
117.    The PSM sector program was not assessed in terms of its efficiency for this CAPE, although 
individual project evaluations have assessed efficiency, as part of the adopted methodology for such 
evaluations. Most of the PSM operations were in the form of PBL, and with this modality it is difficult to 
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estimate the costs and benefits of reforms and hence it is not possible to do a proper economic analysis. 
In terms of process efficiency, several policy-based loans in PSM were prepared in response when 
bankable investments project proposals in other sectors failed to materialize. Although preparation of 
loans is sped, this report opts not to give a rating for efficiency. 
 

4. Sustainability  
 
118. Fiscal decentralization reforms supported by ADB have made progress that is unlikely to be 
substantially reversed. The partial recentralization brought about by Law 23/2014 may be one exception, 
but it is not yet clear whether recentralizing resource management and secondary education has meant 
that management in these areas has improved or deteriorated; the measure is seen by some as a needed 
correction, and by others as an unfortunate reversal of progressive policy. The legacy of devolution 
reforms persists in the main. For instance, the devolution of property taxes is expanding regional 
governments’ own revenues as a proportion of total revenues (from 18% in 2011 to 23% in 2014) and 
making investments in local infrastructure and service delivery more accountable. Increased social sector 
spending as a proportion of GDP at regional government level also seems to be firmly embedded in policy 
and budget practices; these have risen to 3.5% and 3.12% for education and health respectively from 
less than 3% each in 2009). Reforms in PFM are also unlikely to be reversed by and large, but they were 
less clear. 
 
119. ADB, with other development partners, has helped Indonesia build capacity to weather future 
economic shocks. In the course of this assistance, it has helped the government to fashion or reinforce 
policies and instruments (e.g., countercyclical measures such as determining when to activate crisis 
management protocols) that will make it easier for the government to address macroeconomic instability.  
 
120. The improvements made in developing PPP will support greater numbers of PPP transactions in 
future but attaining national PPP targets is contingent on building the capacity to generate transaction-
ready PPPs. National institutional efforts and investments will likely proceed at an accelerated pace, but 
PPPs at the regional government level will probably continue to languish in view of the insufficient efforts 
that have been planned to raise capacity levels.  
 
121. Prospects for efforts to establish a conducive business climate are mixed. Deregulation has eased 
the investment processing burden. Even so, the complexity of the intergovernmental system in Indonesia 
acts as a drag on reforms that aim to reduce regulation and enhance coordination (e.g. the one-window 
service for investors). Progress is possible, particularly when national agencies appreciate the complexity 
and respect subnational jurisdictions, engaging in a true partnership. ADB support that fosters these 
values are more likely to yield results. 
 
122. The gains made in government accountability are less evident, and large challenges still lie ahead. 
The gains made through internal audit training and information systems (e.g., the State Audit Reform 
Sector Development Program) will prove lasting only if the institutional development and additional 
reforms (e.g. greater independence in the audit function and follow through on audit findings) are 
realized. Moreover, the added capacity will not have much impact on overall accountability unless 
complementary efforts are also intensified (e.g., better follow-up on external audit findings, greater 
scrutiny from parliament and/or councils and the public, civil service reform to break complicity on 
corruption).  
 
123. Support for SDG financing and implementation will not yield substantial progress unless these 
are joined to older PFM reform efforts. Such efforts are aimed at strengthening data systems, vertical 
reporting, and making planning and budgeting performance-oriented. 
 
124. The dearth of civil service reforms will continue to act as a brake on overall PSM improvement. 
Making the civil service merit-based, and lessening the distorting effects of politicization, particularly 
during elections, is essential to focus public servants on their service roles, reduce unnecessary rotations 
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of staff, and safeguard state resources. Support from ADB and other development partners in this area 
may be difficult and inherently limited by the government’s desire to have control over the pace and 
nature of these reforms. 
 
125. In assessing the sustainability of ADB’s PSM support, several areas of concern arise. Some of the 
reforms supported will likely come to full fruition only if additional concluding reforms are undertaken 
in those areas (e.g., SDG attainment hinges on PFM reforms). Others will require continued 
implementation support (e.g., workable intergovernmental systems to streamline and harmonize 
investment regulations). The reforms in PSM will also tend to come up against the limits imposed by the 
low level of reforms undertaken in key areas, principally civil service reform, revenue generation, and 
accountability and anticorruption efforts. It is nonetheless evident that Indonesia has made considerable 
headway on some fronts with ADB support, with the core decentralization and PFM reforms firmly 
embedded. The investment framework for licensing and alternative financing (e.g., PPPs) is well 
underway and seems promising, provided support continues. The progress and trajectory in evidence in 
ADB’s PSM programming justifies a rating of likely sustainable. 
 

5. Development Impact  
 

126. Indonesia’s PSM reform efforts have had some positive development impacts, but the 
contribution by ADB to these is sometimes not easy to see. Indonesia has made strides in improving 
public sector management in the reform era since 1998. The ADB PSM program has made a contribution 
to such impacts as fiscal decentralization, aspects of public financial management, and the framework 
for PPPs, although the relationship of the impacts with the CPSs’ overarching inclusive growth goal is 
somewhat indirect. PSM support, particularly budget support, has been instrumental in supporting the 
establishment of a more conducive framework for macro-stability and investment that is an underpinning 
for sustainable growth. PSM support may have helped to enlarge access to economic growth, through 
increased investment in social sectors, although the criticality of the ADB support is not easy to establish. 
On the social protection and inclusive growth side, although here ADB’s influence is even less visible, 
PSM support may have helped Indonesia to recover from natural disasters and to some extent to target 
groups in need of social protection. The fungibility of budget support given to the Treasury makes it 
difficult to establish a real causal relation here. 
 
127. However, ADB’s PSM program, despite its large size, was not able to assist the government to 
create a climate in which infrastructure development could be boosted over the period. Hampering 
infrastructure development are limited alternative sources of financing. Despite repeated attempts by 
ADB to support PPPs and municipal bonds, these are still in their early stages, especially at regional 
government level. Efforts to expand revenue collection and taxation, enabling greater infrastructure 
spending, have been limited at best. A major taxation reform attempt could have helped address the 
growing income inequality in Indonesia; inclusive growth being a major objective of the CPSs in 2005–
2018. One adverse effect of the stagnation of local taxes in particular was an overreliance on 
intergovernmental transfers; this reduces public scrutiny and inhibits subnational government fiscal 
discipline. 
 
128. PSM support in the area of environmental sustainability (another main objective of all CPSs) has 
been minimal. Any such support has been largely through TA projects, resulting in stronger 
environmental safeguards (para. 109) and enforcement of environmental regulations.88  Moreover, PSM 
support has not appreciably addressed the severe environmental governance issues facing Indonesia, e.g. 
in the mineral and forestry resource sectors.  

 
129. The cross-cutting theme of gender equality was not an explicit concern in the PSM portfolio, but 
it was addressed through some of the policy actions of policy-based loans. The mainstreaming of SDGs 
and minimum service standards that were promoted by the Fiscal and Public Expenditure Management 

                                                
88 The latter was through a regional TA project, ADB. 2010. Technical Assistance for the Building Capacity For Environmental 

Prosecution, Adjudication, Dispute Resolution, Compliance, And Enforcement In Asia. Manila. 
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Program have a built-in sensitivity to gender issues (e.g., the goals include reductions in maternal 
mortality, and greater equity in school attendance). There is considerable political commitment to the 
SDGs and minimum service standards; their coherent application at all levels will help to close gender 
gaps in service delivery. On the cross-cutting theme of private sector development, ADB support for PSM 
has been more direct, providing PBL operations (e.g., the Infrastructure Reform Sector Development 
Program and the Stepping up Investment for Growth Acceleration Program) that have helped to set the 
regulatory framework for PPP and other alternative sources of financing (e.g., Islamic financial 
certificates, or sukuk), but with the limited impact already mentioned. Under regional cooperation and 
integration, PSM support was limited to the organizational support provided to ASEAN secretariat, and 
that proved to be unsuccessful.  
 
130. The countercyclical closing support provided by ADB, in tandem with other development 
partners, has helped to maintain macroeconomic stability in Indonesia. It did so by sending calming 
signals to the market, and by helping the government meet its spending commitments without resorting 
to inflationary financing or crowding out domestic borrowers from Indonesia’s shallow domestic 
financial markets. ADB’s well-timed countercyclical operations (starting in 2009) helped the government 
to keep the cost and size of Indonesia’s debt manageable; government debt was kept in the range of 
20%–30% of GDP, well below the constitutionally set limit of 60%. The government was able to continue 
its development efforts based on adequate and sustainable finances.    
 
131. Achievements against broad governance indicators are mixed. However, the PSM program is only 
loosely connected to these indicators. A tighter link and larger contribution would require broader and 
even more intensive ADB support in PSM than has been seen already, with a wider use of instruments 
other than PBL. 
 
132. The limited reach of reforms particularly in the latter part of the CAPE period will make it difficult 
for the government to achieve some of the National Medium-Term Development Plan targets related to 
PSM. For instance, it is likely to miss the mark by far on the share of infrastructure investment that is 
financed by PPPs. Bureaucratic reform will continue to be slow, particularly civil service reform, making 
it difficult to attain some SDGs as targeted by ADB’s PBL; the experience with the persistence of high 
maternal mortality ratios and infant stunting are salient examples. Similarly, poverty efforts will be 
frustrated; although the downward trajectory in the later years of the CAPE period meant that the poverty 
rate had been brought just within the 8%–10% range (9.8%) by 2018. Data from 2017 shows that about 
21% of the entire population remains vulnerable to falling into poverty, with incomes only marginally 
above the national poverty line.89 Equally concerning, it will be difficult to return the level of inequality 
to pre-CAPE period levels. This affects the achievement of the inclusive growth goal through the PSM 
program.  
 
133. The rather ad hoc nature of the allocations made under the PSM label makes it difficult to 
determine the likely development impact of the operations in this sector, as their justification was not 
consistently based on adequate analysis or always accompanied by appropriate indicators and targets. It 
is indicative of the lack of incisive analysis and programming underpinning the CPSs that PSM objectives 
and indicators were entirely missing from the CPS, 2012-2014 results framework.  
 
134. PSM support from ADB has had some development impact, but this has not been commensurate 
with the large financial injections provided.  Based on the various weaknesses mentioned, including the 
limited contributions to the overarching goals of the CPS, inclusive economic growth and environmentally 
sustainable growth, the development impact of the PSM program is rated less than satisfactory.   
 

6. Borrower and ADB performance  
 
135. Borrower performance. The government of Indonesia has welcomed ADB’s support in public 
sector management, particularly in terms of providing liquidity and market confidence during economic 
                                                
89 World Bank. 2019. The World Bank in Indonesia. https://www.worldbank.org/en/country/indonesia/overview  

https://www.worldbank.org/en/country/indonesia/overview
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shocks, budget support to close deficit financing, and expertise in addressing reforms related to priority 
political commitments. These include consolidating decentralization and PFM reforms, developing a 
favorable investment climate, and putting in place the institutional framework for accelerating 
infrastructure development. 
 
136. The government has shown ownership of policy directions and project management. The key 
reform objectives supported in PSM have had the necessary political backing. Decentralization was 
propelled by constitutional and legislative changes; PFM reform by legislation, and investment and PPP 
efforts by high- level regulations. These, and other reforms and capacity development efforts, have been 
elaborated in the linked 5-year National Medium-Term Development Plans. A commitment to effective 
project management has been evident at the national level as well in the regional governments that have 
participated in some projects (e.g., cities involved in piloting e-procurement in the Stepping up 
Investments for Growth Acceleration Program, and local tax reforms financed through TA). Some tension 
between government agencies was noted in some projects, but this has not materially undermined the 
results. 
 
137. Over the course of the CAPE period, the government has coordinated with ADB and its other 
development partners in an effective manner, particularly in the early years, on reforms related to 
decentralization and PFM. Across the portfolio, the government has been keen to work with ADB to 
identify ADB project bottlenecks, and to seek solutions, in country performance meetings or through 
special analytical efforts to understand and set out government business processes.  
 
138. Over the CAPE period, Indonesia firmly placed itself in the middle-income country category, and 
is rightly communicating to ADB its shifting requirements, stressing the importance of new approaches 
to ADB support on emerging issues that are crucial to Indonesia. 
 
139. Asian Development Bank performance. The support provided by ADB has been timely in the face 
of economic shocks and natural disasters. The reform content of operations was very relevant in the early 
years of the CAPE, when the government appetite for reforms was high. Policy-based loans in this period 
were accompanied by TA projects and reflected a close engagement between ADB and government, at 
the policy dialogue and operational levels. ADB-led policy-based loans have in some cases helped to unite 
development partners around a common reform agenda.  
 
140. Some of the policy-based loans (e.g., those related to the MDGs and later the SDGs) appear to 
reflect a more limited set of interests; financing on the part of government, and maintenance of lending 
levels on the part of ADB. Their designs do not suggest that they were part of a deep process of policy 
dialogue. 
 
141. ADB provided TA support to the government to bolster its country systems, thus making it easier 
to justify PBL and to adhere to ADB safeguards. These have come toward the tail end of the CAPE period; 
an earlier effort could have borne more fruit.90 
 
142. ADB has focused its support in areas of PSM where government demand has been strong. While 
it has not always consistently anticipated this demand in its CPS exercises, it has been responsive in the 
implementation stage of the CPSs.   
 
143. Toward the end of the CAPE period, there were significant changes in the PSM-related staff in 
the Indonesia resident mission. It is not clear that there will be a PSM complement in the resident mission 
that can facilitate the development of a PSM portfolio that is relevant to a middle-income country that 
is looking for leading edge concepts and a high level of expertise within a regional and international 
perspective.   
 

                                                
90 See, for example, ADB. 2011. Technical Assistance to the Republic of Indonesia for Enhancing Government Capacity for Effective 

Project Design and Implementation. Manila. 
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F. Overall Assessment  
 
144. Over the CAPE period, ADB conducted meaningful engagement with development partners and 
forged partnerships, particularly in project cofinancing. Although there was a lack of consistency in the 
programming of PSM interventions, and weaknesses in results frameworks, the program is on balance 
assessed relevant. Expected results have been achieved, at the project and sector output level, although 
the less than robust results frameworks for PSM make it difficult to discern achievements in particular 
sectors. Positive results included: stronger decentralization and regional government frameworks and 
somewhat more effective PFM systems at national and regional government levels (although the extent 
of this remains debatable); macroeconomic stabilization in the face of economic shocks; and a better 
framework for PPPs and public procurement. Some headway was also made on increasing government 
accountability, through internal audit strengthening, but more needs to be done on accountability. 
Despite the shortfalls in expected project and sector outcomes, particularly in developing the institutions 
and processes needed to implement the required policies, the ADB PSM interventions are on the whole 
rated effective. The reforms supported may not be fully complete, and their sustainability is in places 
contingent on further support, but on the whole the reforms are likely sustainable. On the evidence 
available, the program has not fully achieved some main aims of the government, particularly 
accelerating infrastructure development, so the development impact is less than satisfactory.  In summary, 
the PSM program during the 2005-2018 period is rated successful (Table 12). 
   

Table 12: Summary of Public Sector Management Ratings  
During the CAPE, 2005−2018 

Evaluation criteria Rating Score Weight 
Weighted 

score 
Relevance  Relevant 2 0.25 0.5 
Effectiveness Effective 2 0.25 0.5 
Efficiency  Not rated  … 
Sustainability Likely sustainable  2 0.25 0.5 
Development impact Less than satisfactory 1 0.25 0.25 
Overall  Successful   1.75a 

               a Derived as an average score of the four evaluation criteria (excluding efficiency). 
 Source: Asian Development Bank Independent Evaluation Department. 
 
G. Issues, Lessons, and Recommendations  

 
1. Issues 

 
145. Policy-based loans and investment projects do not automatically provide a platform for ongoing 
dialogue and strong project design. ADB has shown an ability to engage fruitfully with government 
agencies on PSM issues and operations. However, in some PSM operations a mixed picture emerges on 
the intensity and nature of the engagement with government. For instance, there is a desire on all sides 
to continue the support for internal audit, but very little engagement or advance in the ideas that might 
underpin the next step in reforms. In the case of the Fiscal and Public Expenditure Management Program, 
which was focused on the SDGs, there was little recognition in government that ADB was supporting the 
SDG effort. Policy-based loans need to be anchored in dialogue, TA support or knowledge products to 
make an impact.  
 
146. Finding and nurturing a PSM niche in a competitive and demanding environment is an ongoing 
challenge. Several development partners have provided continuous support for PSM in Indonesia, making 
it important for ADB to find a niche. ADB is both a collaborator and competitor in the development 
partner mix. The context is changing as well, with the government requesting assistance that is suited to 
its middle-income country status. It is emphasizing the need for innovation and learning from leading 
edge initiatives internationally. ADB has been able to make its mark in PSM support through its focus on 
fiscal and financial management at regional government level, and in the support for PPPs, to cite two 
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notable examples. In Indonesia, ADB has an opportunity, and some pressure, to truly apply its finance 
++ stance (ADB's own finance plus leveraging resources through partnership plus providing knowledge 
to DMCs). This will require ADB to maintain high capabilities in knowledge management and policy 
dialogue, with a strong base at the resident mission. Recent changes in resident mission staffing suggest 
it will be a challenge to maintain the strength that has been shown in the past.   
 
147. Being in the right reform areas is only the first step. Innovation and relevance require strong 
analysis, policy dialogue, and innovative designs. For instance, the internal audit improvements 
supported by ADB throughout the CAPE period have not appreciably curbed corruption in state 
organizations, including at the regional level. Corruption is a broader issue than internal control, but it 
may be possible to squeeze more from internal control by introducing such policies as greater 
independence of the internal control function (e.g., not having the internal control members report to 
the political executive head through the secretary general or regional secretary). Rules could be 
introduced prohibiting the combining of internal audit positions with other positions. On the capacity 
development side, internal audit for the now better resourced village governments (where fiduciary risk 
is correspondingly higher) could be boosted, through a process that would reach all 70,000 villages over 
the next few years. 
 
148. Support for decentralization and regional government has enhanced capacities but it has not 
resulted in much improvement in services, greater infrastructure spending, or PPP formation. Service 
access has improved but the quality of services has not changed significantly. The boost to national 
infrastructure spending has been a key policy plank of President Widodo’s government; in 2017, national 
expenditure for infrastructure grew by 22%. Yet regional governments have struggled to meet the 
expectation that 25% of their budgets be allocated to infrastructure; in 2015, about 67% of 542 regions 
failed to achieve this target.91 The average for all regions was 21% in 2018. Ambitious PPP formation 
targets at regional government level have not been met. This suggests that much more needs to be done 
with regional government to enhance accountability and access alternative financing. 
 
149. Slow movement in certain PSM reform areas by the government and its development partners 
presents limits to the success of PSM reforms in general. Some reforms were given relatively low priority 
during the CAPE period, civil service reform and revenue generation and taxation in particular. Others 
have stalled in recent years (e.g., anticorruption activities and the application of minimum service 
standards). Civil service reform and anticorruption drives do not stand alone; progress on these fronts 
will enable further progress and increase the impact of other PSM reforms. Slow progress will limit how 
quickly PSM can improve as a whole in the years to come. It is worth noting as well that these reforms 
have remained nearly out of bounds to development partners in view of their sensitivity and lack of a 
strong government demand for support. Indonesia’s development partners will need to think more 
creatively if they are to intensify dialogue and offer support in these areas. The receptivity of the Civil 
Service Commission (as conveyed to the CAPE mission) suggests that there may be entry points. Some 
development partners have worked with the KPK in the past. Nurturing a respectful and patient dialogue 
will be important to finding ways of being supportive. 
 

2. Lessons 
 
150. Obtaining results in PSM support requires persistence within selected subsectors. This can be 
seen for example in the long-lasting support (through several operations spanning a decade or more) 
that have led to achievements in audit (a high number of more professional internal auditors and 
strengthened audit centers of excellence), procurement (new modes of e-procurement widely 
disseminated at national and regional level), and regional government financial management (property 
tax devolution and management). 

 

                                                
91  G. D. Amianti. 2017. Indonesia tightens watch on regional spending. Jakarta Post, Monday, 9 January. 

https://www.thejakartapost.com/news/2017/01/09/indonesia-tightens-watch-on-regional-spending.html  
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151. Program support on the regulatory side in PPPs needs to be complemented by support at the 
transaction level. The Stepping up Investments for Growth Acceleration Program experience showed that 
program lending support needs to be accompanied by more transaction-specific capacity development. 
The Fiscal and Public Expenditure Management Program lacked TA so it has not been able to support the 
coordination efforts on the SDGs effectively. As discussed in the issues section (para. 146), ADB will need 
to expand its use of modalities in PSM program to provide a more complete and concluding support.  

 
3. Recommendations 

 
152. Based on the findings and lessons arising from this assessment, ADB should:  
 

(i) Continue support in selected PSM subsectors but use a greater range of modalities. 
Support should focus on areas where ADB is a trusted partner, recognizing that Indonesia 
is asking for more than business as usual. ADB should ensure the program responds to 
Indonesia’s insistence on leading edge and innovative approaches. The key is to bring 
these reforms to full fruition, maximizing their reach and impact. It may be necessary to 
make more use of non-PBL modalities, particularly to bring about widespread capacity 
development in audit, procurement, and PPP transaction preparation.  

(ii) Support reform areas that are backed by strong political commitment. In the context of 
the renewed government mandate, demand will naturally lean toward political campaign 
promises; opening opportunities for reforms in labor, education, and job creation. ADB 
is rightly aiming to be responsive; whether the PSM label is attached to these initiatives 
is not important, it is the reform and capacity development content that matters. These 
operations could be sector-based but with a strong governance component, as a cross-
cutting theme.    

(iii) Build on the comparative advantage ADB has developed in working with provinces and 
large cities. ADB should respond to the emerging capabilities and needs of selected 
regional governments, offering innovative products and support, while minimizing 
onerous transaction costs. Some areas now under consideration and/or worthy of 
support include debt management offices in regional governments, issuance of 
municipal bonds, integrated urban development, and integration of SDGs with minimum 
service standards as elements of performance-based budgeting. 

(iv) Explore the possibility of supporting PSM reforms in new areas for ADB that are 
challenging but vital to overall and long-term PSM improvement in Indonesia. These 
relate to civil service reform, judicial reform, revenue generation and taxation (also as a 
means to redress rising income inequality) and anticorruption efforts, all areas that have 
seen halting progress and are difficult to support (and for the government to accept 
support). This exploration is best undertaken in concert with other development partners. 
The receptivity to support of the Civil Service Commission could be one entry point. 

(v) Bolster ADB’s PSM capacity and provide sufficient TA funds for the Indonesia resident 
mission. This is essential in an increasingly demanding middle-income country context. 
The capacity enhancement should relate to policy dialogue, knowledge products and 
their use, and project design. This capacity will need to be seen in the context of the 
human resources available in the Southeast Asia Department and other units in ADB 
headquarters but should emphasize the advantages of proximity and responsiveness.   
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ADB PUBLIC SECTOR MANAGEMENT IN COUNTRY STRATEGIES 
CSP, 2006–2009 CPS, 2012–2014  Interim CPS, 2015 CPS, 2016–2019 

Strategic objectives 
Higher pro-poor 
sustainable growth and 
social development  
 
 

Inclusive growth and 
environmentally 
sustainable development 
with climate change 
mitigation and 
adaptation 

Inclusive growth and 
environmentally 
sustainable development  
 

More inclusive and 
environmentally sustainable 
growth 
 
 

Sector Focus 
(i) infrastructure,  
(ii) financial sector 
deepening,  
(iii) decentralization of 
government functions, 
(iv) Millennium 
Development Goals, 
and (v) environment 
and natural resources  
 
 

(i) agriculture and 
natural resources  
(ii) vocational education, 
(iii) energy efficiency and 
renewable energy,  
(iv) access to finance,  
(v) transport and trade 
logistics, and (vi) access 
to water supply and 
sanitation  
 

(i) infrastructure 
development (energy 
sector policy, clean 
energy, agricultural 
water supply), (ii) human 
development, skills, 
urban health and 
sanitation), and  
(iii) enabling economic 
policies (capital markets, 
financial inclusion) 
 

(i) infrastructure services 
(energy efficiency, clean 
energy, rural irrigation, bulk 
water supply, urban 
sanitation, support for higher 
value agriculture and 
aquaculture) (ii) economic 
governance (public sector 
management, service delivery, 
business environment, finance 
sector strengthening, and 
financial inclusion), and  
(iii) enhanced human resource 
development (education 
quality and skills 
development, social 
protection and health 
services)  

Thematic Focus 
Governance and 
anticorruption 
 
Mainstream 
strengthening national 
and subnational 
governance in all 
operations;  
nonsovereign 
operations to address 
corporate governance 
issues in lending to 
state-owned 
enterprises;  
substantial governance 
components to be 
included in program 
loans; promote 
anticorruption efforts 
and accountability of 
regional governments  
 

Deepen partnerships 
with development 
partners; 
knowledge management 
(providing advisory 
assistance and sharing 
good practices); 
governance and capacity 
development (managing 
financial management 
systems and fiduciary 
risks at local and 
national level); 
gender equity; 
regional cooperation 
  
 
 

Same as that of CPS, 
2012-2014 
 
Public sector 
management and 
governance 
 
Knowledge services to 
assist the government in 
using its resources 
efficiently and 
effectively. 

Climate change and 
environment, private sector 
development, good 
governance, knowledge 
partnerships, gender equity 
and regional cooperation 
 
CPS will be focused to 
maximize the value addition 
and catalytic role of ADB 
assistance given that ADB 
lending under the CPS is less 
than 1% of public investment 

ADB = Asian Development Bank, CPS = country partnership strategy, CSP = country strategy and program. 
Source: Asian Development Bank. 

 
 
 
 



      Appendix A 
 

  
1. The focus of Asian Development Bank (ADB) assistance has shifted over time in response to 
Indonesia’s changing development priorities, from an early emphasis on agricultural self-sufficiency to a 
focus on decentralization reform and building financial resilience following the Asian financial crisis. The 
focus on infrastructure and services and environmental management has been steady across the years. 
Table 1 of the main report shows how the objectives of country partnership strategies (CPSs) have been 
changing over time. A shift to policy-based lending was seen during country strategy and program (CSP), 
2006–2009, but a gradual shift back to project investments was emphasized in later CPSs.   
 
2. CSP, 2006–2009. ADB’s strategy identified improved decentralization as one of the five areas of 
engagement. ADB support would focus on more sustainable, transparent, and equitable fiscal 
decentralization to provide local governments with the means to improve the quality as well as the 
volume of service delivery. ADB would continue to support the government’s decentralization agenda 
through policy reforms and capacity development. Through follow-up activities to ongoing support for 
state audit reform and sustainable capacity building for decentralization, ADB would help enhance local 
public service delivery, particularly for education and water supply and sanitation, in selected provinces 
and districts. Delivery of social services could not be improved without continuing to develop capacity to 
strengthen the decentralization framework, putting local government finances on a more sustainable 
basis, and introducing financial accountability to local governments.1 
 
3. Good governance and anticorruption activities were defined as cross-cutting themes. The 
strategic goals included greater fiscal and human capacity for sustainable service delivery; improved 
quantity and quality of social service delivery; and accelerated economic growth through improved 
investments and better public sector management (PSM). ADB’s operational support included a focus on 
greater decentralization of government functions.    

 
4. The government had initiated a series of ambitious reform programs to address the economic 
challenges it faced and had requested ADB to shift to policy-based loans as the main modality of support.   

 
5. Country operations business plans (COBPs, 2010–2012 and 2011–2013). These COBPs extended 
the validity of CSP, 2006–2009 to 2010 and 2011.  

 
6. The COBPs 2010-2012 and 2011-2013 updated the CSP, 2006–2009 in terms of specific 
operations, but continued with the efforts to strike a balance between (i) program loans that supported 
policy and institutional reforms and provided low-cost financing for the government’s budget, and  
(ii) urgently needed investment loans. It adopted a selective approach by focusing policy-based 
operations on government priorities, areas where ADB has comparative advantage, and where there is 
synergy with ADB’s project investments in Indonesia.  In COBP, 2010-2012, particular attention was given 
to the former CPS commitment to governance and anticorruption measures in all operations. The CSP 
had identified five areas of engagement to help achieve these objectives, including better infrastructure 
and infrastructure services, and more decentralized government functions. The COBP, 2011-2013 
maintained this focus, and indicated that policy-based operations during this period would include 
continuation of support for improving local government finance and governance. 

 
7. CPS, 2012–2014. The strategic objectives of CPS, 2012–2014 remained the same as in the earlier 
CSP, 2006-2009, but with a gradual rebalancing of the portfolio toward project investments. Cross-
cutting PSM initiatives were to be included in ADB-financed programs to support national efforts to 
strengthen governance in an increasingly decentralized framework.  
 
8. Interim CPS, 2015. The interim CPS, 2015 for Indonesia extended the validity of the CPS, 2012–
2014 for 1 year. It focused on (i) infrastructure development, (ii) human development, and (iii) enabling 
economic policies. The interim CPS emphasized the theme of PSM and governance. Continuing the shift 

                                                
1  The decentralization component in this discussion is drawn from ADB. 2010. Special Evaluation Study on Asian Development 

Bank Support for Decentralization In Indonesia. Manila. 
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from core decentralization policies already evident in the prior CPS, it sought to assist the government to 
improve access to water supply and sanitation in poor towns and selected cities. It also aimed to 
strengthen public financial management (PFM) where this would improve the delivery of government 
services 

 
9. CPS, 2016–2019. In the PSM area, this strategy again focused on service delivery performance, 
particularly the strained service delivery due to rapid urbanization. ADB support would focus on 
strengthening PSM and service delivery through enhancing management, coordination, transparency, 
and the accountability of national and local government PFM systems. ADB support would also focus on 
improvements to the business environment, public procurement system.   

 
10. COBP, 2018–2020. ADB aimed to increase efforts to maximize synergies between sovereign and 
nonsovereign operations, including the promotion of public–private partnerships. It also aimed to 
mainstream into its operations the crosscutting themes of good governance. Some shift from subnational 
level (district and city) to central and provincial level is evident in the education sector, where basic 
education quality policy support was replaced with advanced knowledge and skills to support a 
government decree prioritizing higher education and skills. This appears to reflect the government’s own 
recentralization reform of 2014, which affected the education and resource sectors. 

 
11. COBP, 2019–2021. This continued the cross-cutting priority themes of good governance. Another 
area with relevance to PSM was partnerships, since ADB is seeking a deeper engagement with all 
executing and implementing agencies to ensure ownership. PSM is expected to be about 18% of total 
lending.   
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PUBLIC SECTOR MANAGEMENT PROGRAM EVOLUTION OVER THE CAPE PERIOD BY SUBSECTOR 
 

PSM 
Subsector 

Pre-
CAPE 
Period 

CAPE period (2005-2018) 

05 06 07 08 09 10 11 12 13 14 15 16 17 18 

State-Owned Enterprise Governance and 
Privatization Program 

EA                

Development Policy Support Program EA                
Second, Third, and Fourth Development 
Policy Support Programs  

EA                

Public Expenditure Support Facility 
Program 

EA                

Countercyclical Support Loan EA                
Precautionary Financing Facility EA                
State Audit Reform Sector Development 
Program 

PEFM                

State Audit Reform Sector Development 
Project 

PEFM                

Poverty Reduction and Millennium 
Development Goals Acceleration Program 

EA, PEFM, and SP                

Second Local Government Finance and 
Governance Reform Program, 
Subprogram 1 and 2 

PEFM                

Sixth Development Policy Support 
Program 

PEFM                

Stepping Up Investments for Growth 
Acceleration Program, Subprograms 1-3 

PEFM                

Fiscal and Public Expenditure 
Management Program, Subprograms 1 
and 2 

PEFM                

Infrastructure Reform Sector 
Development Program Cluster, 
Subprograms 1-3 

Multi-sector                

Rural Infrastructure Support to PNPM 
Mandiri Project 

Multi-sector                

Community and Local Government 
Support Sector Development Program 

Decentralization                

Sustainable Capacity Building for 
Decentralization 

Decentralization                

Local Government Finance and 
Governance Reform Program 

Decentralization                

Local Government Finance and 
Governance Reform Sector Development 
Project 

Decentralization                

Fifth Development Policy Support 
Program 

PA                

State Accountability Revitalization Project PA                
CAPE = country assistance program evaluation, EA = economic affairs, PA = public administration, PEFM = public expenditure and fiscal management, 
PSM = public sector management, SP = social protection. 
Note: Bordered shading indicates that the sector designation is not primarily public sector management (PSM) but it includes PSM. The colored shades 
correspond to specific PSM subsector focus for each project. 
Source: Asian Development Bank. 
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PUBLIC SECTOR MANAGEMENT PORTFOLIO IN INDONESIA, 2005–2018 
 
1. The Asian Development Bank (ADB) public sector management (PSM) portfolio in Indonesia 
during the evaluation period comprised 24 sovereign loans, 5 grants, and 27 technical assistance (TA) 
operations totaling $8,655.8 billion in approved amount (Table C.1). A list of ADB sovereign loans and 
grants, TA operations approved during the evaluation period is provided is provided in Tables C.2 to C.6.  
 

Table C.1: Approved Financing by Sector (Loans, Grants, and TA), 2005–2018 
Sector Loans Grants TA 

 Count Amount  
($ million) 

% of 
total 

amount 

Count Amount  
($ million) 

% of 
total 

amount 

Count Amount  
($ million) 

% of 
total 

amount 
ANR 9 902.2 5.7 6 49.3 11.9 22 30.9 13.3 
EDU 4 405.0 2.5 2 33.0 8.0 8 102.8 44.3 
ENE 15 2,774.5 17.4 3 10.6 2.6 19 20.1 8.7 
FIN 6 1,800.0 11.3 1 2.0 0.5 15 11.0 4.7 
HLT 1 50.0 0.3 3 5.8 1.4 6 13.7 5.9 
PSM 24 8,317.8 52.2 5 310.2 75.2 27 27.8 12.0 
TRA 7 1,215.2 7.6 0 0.0 0.0 9 8.9 3.8 
WUS 6 477.6 3.0 1 2.0 0.5 14 16.8 7.2 
Subtotal 72 15,942.3 100.0 21 412.7 100.0 120 232.0 100.0 

ANR = agriculture and natural resources, EDU = education, ENE = energy, FIN = finance, HLT = health, PSM = public sector 
management, TA = technical assistance, TRA = transport, WUS = water and other urban infrastructure services. 
Sources: Asian Development Bank databases. 
 
2. Technical assistance. During 2005–2018, PSM accounted for 12.0% of TA projects’ approved 
amount (Table C.2). Out of the total TA of $27.8 million, capacity development TA at $14.7 million was 
more than half the TA project value for the sector. 
 

Table C.2: Number and Volume of TA by sector, 2005−2018 
 AOTA CDTA PATA PPTA RDTA  All TAs 
 Amount  

($ million) 
% Amount  

($ million) 
% Amount  

($ million) 
% Amount 

($ million) 
% Amount 

($ million) 
% Amount 

($ million) 
% 

ANR 12.7 33.3 9.5 6.6 2.0 19.5 6.7 20.0 0.0 0.0 30.9 13.3 
EDU 2.2 3.9 93.2 64.7 0.0 0.0 2.1 7.0 0.0 0.0 102.8 44.3 
ENE 2.0 5.3 3.9 2.7 3.5 34.4 10.7 35.6 0.0 0.0 20.1 8.7 
FIN 1.8 4.7 7.2 5.0 1.5 14.6 0.5 1.5 0.0 0.0 11.0 4.7 
HLT 11.5 30.2 0.0 0.0 0.0 0.0 0.2 0.7 2.0 67.8 13.7 5.9 
PSM 6.4 16.8 14.7 10.2 2.7 26.6 3.2 10.6 0.8 25.4 27.8 12.0 
TRA 2.2 5.7 3.3 2.3 0.5 4.9 2.8 9.3 0.2 6.8 8.9 3.8 
WUS 0.0 0.0 12.2 8.5 0.0 0.0 4.6 15.2 0.0 0.0 16.8 7.2 
Total 44.0 100.0 144.0 100.0 10.3 100.0 30.7 100.0 3.0 100.0 232.0  100.0 

ANR = agriculture and natural resources, AOTA = advisory and operational technical assistance, CDTA = capacity development technical 
assistance, EDU = education, ENE = energy, FIN = finance, HLT = health, PATA = policy and advisory technical assistance, PPTA = project 
preparatory technical assistance, PSM = public sector management, RDTA = research and development technical assistance, TA = technical 
assistance, TRA = transport, WUS = water and other urban infrastructure services. 
Sources: Asian Development Bank databases. 
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A. Performance of Completed ADB Project Portfolio  
 
3. Out of the 29 PSM projects approved, 10 were self-assessed with a project completion report 
(PCR),1 and 8 of these were validated by the Independent Evaluation Department (IED).2 Of the 27 TA 
projects approved, 9 were concluded with a TA completion report (Tables C.3). 
 
153. Of the eight PCRs or validations, seven were rated successful, and one less than successful. In 
arriving at that tally, IED reduced the PCR rating of two projects from highly successful to successful in 
its validation exercise.3  
 

Table C.3: Completed and Evaluated Operations by Sector, 2005–2018 

Sector 

Sovereign Loans and 
Grants  Nonsovereign Loans  Technical Assistance 

Amount  
($million) No. 

With 
PCR   

Evaluated/
Validated 

by IED 
Amount  

($ million) No. 
With 
XARR 

Evaluated/
Validated 

by IED 
Amount  

($ million) No. 
With 
TCR 

ANR 951.5 15 3 2 0.0 0 0 0 30.9 23 7 
EDU 438.0 6 3 3 0.0 0 0 0 102.8 9 5 
ENE 2,785.1 18 1 1 1,764.2 14 2 1 20.1 19 5 
FIN 1,802.0 7 3 4 850.0 6 2 3 11.0 15 7 
HLT 55.8 4 2 0 10.0 1 0 0 13.7 6 3 
PSM 8,628.0 29 9 8 0.0 0 0 0 27.8 27 9 
TRA 1,215.2 7 1 5 0.0 0 0 0 8.9 9 5 
WUS 479.6 7 2 1 94.7 2 1 1 16.8 14 2 
Total 16,355.0 93 23 24 2,718.9 23 5 5 232.0 122 43 

ANR = agriculture natural resources, EDU = education, ENE = energy, FIN = finance, HLT = health, IED = Independent Evaluation 
Department, No. = number, PCR = project/program completion report, PSM = public sector management, TCR = technical assistance 
completion report, TRA = transport, WUS = water and other urban infrastructure services, XARR = extended annual review report. 
Sources: Asian Development Bank databases. 

  
B. Loans, Grants and Technical Assistance with a Public Sector Management Focus or Content 
 

Table C.4: Sovereign Loans Approved Before the CAPE period 

Project 
No. 

Loan 
No. Loan Title 

Approved 
Amount 

($ million) 
Fund 

Source Approval Date Date Closed 
PCR [PVR] 

rating 
35144 2126 State Audit Reform SDP   200.00  OCR 13 Dec 2004 28 Dec 2007 S [LS] 
35144 2127 State Audit Reform SDP (Project) 25.00 COL 13 Dec 2004 1 Jul 2011  
32517 1866 SOE Governance and Privatization Program   400.00  OCR 4 Dec 2001 7 Jul 2005  

32103 1678 
Community and Local Government Support 
Sector Development Program    120.00  OCR 25 Mar 1999 31 Jul 2007 

 
S 

35261 1964 
Sustainable Capacity Building for 
Decentralization 42.22 COL 10 Dec 2002 7 Aug 2012 

 
S [LS] 

CAPE = country assistance program evaluation, COL = concessional ordinary capital resources lending, OCR = ordinary capital resources, LS = 
less than successful, No. = number, PCR = project completion report, PVR = project completion report validation report, S = successful, SDP 
= sector development program. 
Source: Asian Development Bank. 

 

                                                
1 This counts the Local Government Finance and Governance Reform Program, with Loans 2192 and 2193 as one project. 
2  This does not include the Multisector L2361 Poverty Reduction and Millennium Development Goals Acceleration Program 

(education, health, PSM) that has education as the first sector listed (see Table B.4). 
3  The two projects for which the rating was revised from highly successful to successful were loans 2228 and 2305. 
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Table C.5: Sovereign Loans Approved, 2005–2018 

Loan 
Number Title 

Approved 
Amount 

($ million)  Funding 
Date 

Approved Closing Date 

PCR 
[PVR/PPER] 

Rating 
0002 Earthquake and Tsunami 

Emergency Support 
293.5 ATF DG 7 Apr 2005 21 Jun 2011 S [S] 

0014 Contribution to the 
Multidonor Trust Fund for 
the Earthquake and Tsunami 

10.0 ATF 7 Apr 2005 30 Jun 2010  

2192 Local Government Finance 
and Governance Reform 
Sector Program/Project 

300.0 OCR 3 Nov 2005 29 Dec 2005 S [S] 
2193 30.0 COL 3 Nov 2005 14 Jan 2011 LS [LS] 

2228 Development Policy Support 
Program  

200.0 OCR 21 Dec 2005 23 Dec 2005 HS [S] 

9082 Support for the Local 
Government Performance 
Measurement System  

0.7 JFICT 22 Dec 2005 24 Nov 2009  

2263 Infrastructure Reform Sector 
Development Program 
Cluster 

400.0 OCR 21 Nov 2006 29 Nov 2006 S [S] 
2475 280.0 OCR 27 Nov 2008 18 Dec 2008  
2708 200.0 OCR 1 Dec2010 29 Dec 2010  
2305 Second Development Policy 

Support Program Cluster 
200.0 OCR 20 Dec 2006 21 Dec 2006 HS [S] 

2361 Poverty Reduction and 
Millennium Development 
Goals Acceleration Program 

400.0 OCR 30 Oct 2007 31 Mar 2008 S [S] 

2394 Third Development Policy 
Support Program 

200.0 OCR 17 Dec 2007 20 Dec 2007  

2478 Second Local Government 
Finance and Governance 
Reform Program Cluster 

350.0 OCR 4 Dec 2008 31 Dec 2008 S [S] 

2488 Fourth Development Policy 
Support Program 

200.0 OCR 16 Dec 2008 26 Dec 2008 S 

2521 Public Expenditure Support 
Facility Program 

1,000.0 OCR 3 Jun 2009 24 Sep 2010  

2563 Countercyclical Support Loan 500.0 OCR 7 Oct 2009 31 Mar 2010 S 
168 West Sumatra Earthquake 

Disaster Project 
3.0 APDRF 31 Oct 2009 31 Dec 2010  

2595 Fifth Development Policy 
Support Program 

200.0 OCR 8 Dec 2009 21 Dec 2009  

237 Mount Merapi Disaster 
Responsec 

3.0 APDRF 7 Dec 2010  
 

2723 Sixth Development Policy 
Support Program 

200.0 OCR 14 Dec 2010 30 Nov 2011  

2786 Second Local Government 
Finance and Governance 
Reform Program 

200.0 OCR 4 Oct 2011 31 Dec 2011  

2871 Precautionary Financing 
Facility 

500.0 OCR 18 Jun 2012 18 Mar 2016  

2927 State Accountability 
Revitalization Project 

57.8 OCR 31 Oct 2012   

3164 Stepping Up Investments for 
Growth Acceleration 
Program 

400.0 OCR 25 Sep 2014 31 Dec 2014  
3402 500.0 OCR 28 Jun 2016 22 Nov 2016  
3670 500.0 OCR 8 Jun 2018 Active  
3454 Fiscal and Public Expenditure 

Management Program 
500.0 OCR 10 Nov 2016 3 Mar 2017  

3671 500.0 OCR 8 Jun 2018 Active  
3741 Emergency Assistance for 

Recovery and Rehabilitation 
from Recent Disasters 

500.0 OCR 20 Nov 2018 Active  

  Subtotal 8,628.0         
APDRF = Asia Pacific Disaster Response Fund, ATF = Asian Tsunami Fund, COL = concessional ordinary capital resources lending, 
HS = highly successful, JFICT = Japan Fund for Information and Communication Technology, LS = less than successful, OCR = 
ordinary capital resources, PCR = project completion report, PPER = project performance evaluation report, PVR = project 
completion report validation report, S = successful. 
Source: Asian Development Bank. 
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Table C.6: Technical Assistance, 2005–2018 
TA 

Number Title Type 
Amount 

($ thousand) Approval Date 
Financial 

Completion Date 
TCR or TPER 

Rating 
4682 Supporting an Effective Institutional Framework 

for Fiscal Decentralization Reforms 
AOTA          500.00  3 Nov 2005 27 Jan 2009 LS 

4683 Preparing ADB Support for PNPM in Rural Areas 
(formerly Second Community and Local 
Government Support)  

PPTA          600.00  3 Nov 2005 17 Jun 2011 
 

4762 Pro-Poor Planning and Budgeting AOTA       1,800.00  16 Jan 2006 10 Jun 2010 HS 
4762 Pro-Poor Planning and Budgeting AOTA          300.00  16 Jan 2006 10 Jun 2010 HS 
4984 Strengthening Social Service Delivery for 

Poverty Reduction & MDG Acceleration Program 
AOTA 

 
1,500.00 30 Oct 2007 17 Dec 2010 S 

7010 Second Local Government Finance and 
Governance Reform Program (JSF) 

PPTA          700.00  3 Dec 2007 27 Aug 2010 
 

7038 Enhancing the Legal and Administrative 
Framework for Land Project  

AOTA          800.00  20 Dec 2007 14 Aug 2015 
 

7184 Local Government Finance and Governance 
Reform  

AOTA       1,500.00  4 Dec 2008 31 Oct 2012 
 

7338 Strengthening Indonesia's Economic Early 
Warning System  

CDTA           500.00  1 Aug 2009 2 Sep 2014 S 

7452 Support for Local Government Finance and 
Governance Reform 2  

PATA       1,000.00  10 Dec 2009 27 Dec 2012 
 

7653 Strengthening National Public Procurement 
Processes 

CDTA        1,000.00  19 Nov 2010 18 Sep 2014 S 

7653 Strengthening National Public Procurement 
Processes 

CDTA           200.00  19 Nov 2010 18 Sep 2014 S 

7682 Strengthening Capacity and Knowledge 
Management in the National Development 
Planning Agency to Enhance Projects' 
Effectiveness  

CDTA           500.00  6 Dec 2010 30 Apr 2014 S 

8057 Local Government Finance and Governance 
Reform, Subprogram 2 

CDTA           800.00  20 Feb 2012 31 Mar 2016 S 

8057 Local Government Finance and Governance 
Reform, Subprogram 2  

CDTA           200.00  20 Feb 2012 31 Mar 2016 S 

8202 Fiscal Aspect of Social Security Reform  CDTA           800.00  11 Oct 2012 1 Sep 2016 S 
8535 SSTA-Support for Selected Sector Analysis for 

National Med-Term Development Planning 
2015–2019 

CDTA      200 6 Dec 2013 30 Apr 2016 S 

8548 Aligning Asian Development Bank and Country 
Systems for Improved Project Performance  

CDTA     1,500.00  10 Dec 2013 Active 
 

8661 Stepping Up Investments for Growth 
Acceleration Program, Subprogram 2  

PPTA     1,900.00  23 May 2014 Active 
 

8858 Strengthening Knowledge Sharing in Indonesia PATA        700.00  19 Dec 2014 Active 
 

8858 Strengthening Knowledge Sharing in Indonesia PATA     1,000.00  19 Dec 2014 Active 
 

8877 Tax Revenue Administration Modernization and 
Policy Improvement in Local Governments  

CDTA      5,000.00  12 Feb 2015 Active 
 

9109 Sustainable Infrastructure Assistance Program - 
Strengthening Fiscal Risk Management of 
Accelerated Infrastructure Delivery (Subproject 
9)  

CDTA      1,000.00  6 May 2016 Active 
 

9269 Strengthening Performance Management 
System in the Ministry of National Development 
Planning (BAPPENAS)  

CDTA         200.00  7 Dec 2016 Active 
 

9450 Supporting Technological Transformation  RDTA         800.00  8 Dec 2017 Active 
 

9567 Sustainable Infrastructure Assistance Program - 
Strengthening State Procurement Systems for 
Faster Infrastructure Delivery (Subproject 12)  

CDTA         800.00  20 Aug 2018 Active 
 

 
Subtotal   27,800.00       

ADB = Asian Development Bank, AOTA = advisory and operational technical assistance, CDTA = capacity development technical assistance, HS = highly 
successful, JSF = Japan Special Fund, LS = less than successful, MDG = Millennium Development Goal, PATA = policy and advisory technical assistance, 
PPTA = project preparatory technical assistance, RDTA = research and development technical assistance, S = successful, SSTA = small-scale technical 
assistance, TA = technical assistance, TCR = technical assistance completion report, TPER = technical assistance performance evaluation report. 
Source: Asian Development Bank. 
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