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EDUCATION AND HEALTH SECTOR PROGRAMS ASSESSMENT 

 
A. Introduction 

 
1. The Independent Evaluation Department (IED) is preparing 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 and to identify lessons 
that may be used to formulate the next country partnership strategy (CPS) for 2020−2024. The CAPE 
covers ADB’s support for Indonesia from 2005 to 2018. One of the sectors supported by ADB is the social 
sector (health, education, and technical and vocation education and training [TVET]). This report provides 
a summary of an assessment of the ADB’s support to the social sector in Indonesia in the CAPE period. 
 
B. Context of ADB Assistance in CAPE Period 
 
2. Indonesia has managed a remarkable transition over the last 2 decades to a stable, multi-party 
democracy with a decentralized public sector and reformist orientation. It has weathered economic 
shocks and natural disasters, maintaining steady growth overall and reducing poverty. Indonesia has 
instituted numerous political and administrative reforms with the aim of enlarging democratic life and 
spurring inclusive economic growth and sustainable development. Governance indicators show some 
improvements over time (e.g., in political stability, anticorruption efforts, and investment climate) but 
there was also a slight but noticeable decline in democratic quality that is rooted in discrimination against 
particular social groups and religious adherents. Corruption persists, and has been worsened by 
decentralization, necessitating the rise or strengthening of related institutions, e.g., the Corruption 
Eradication Commission (KPK) and internal audit agency (BPKP). Indonesia has also seen an increase in 
inequality which it has yet to reverse.  
 
3. Journey towards the Sustainable Development Goals (SDGs). The social sector received 
substantial government support before the Asian financial crisis of 1997 but gradually this declined. In 
the education sector, the budget allocation in 2015 (the most recent reported year) was 3.6% of gross 
domestic product (GDP),1 which largely covered the salary component; while in the health sector, the 
budget allocation was 3.2% of GDP in 2016,2 which is much lower than the budget allocation in some 
of Indonesia’s neighbors.3 Out of a population of about 264 million, about 25.9 million Indonesians still 
live in absolute poverty.4 Based on data from March 2017, approximately 20.78% of the entire population 
remains vulnerable to poverty, as their incomes hover marginally above the national poverty line.5 During 
Indonesia’s period of rapid economic growth in the 1990s, poverty declined dramatically. While the 
government is making great efforts to improve basic public services, the quality of health clinics and 
schools is uneven by middle-income country standards, contributing to alarming indicators, particularly 
in health. Approximately one in three children under the age of 5 suffers from stunting, which reflects 
impaired brain development. In the 2 decades before the crisis, the infant mortality rate fell by half, and 
universal primary school enrollment was achieved. However, problems remain regarding access to basic 
health, sanitation, and education facilities, especially for women, and in the outer islands. 
 
4. The outcomes from 15 years of educational reform, starting 2002, have been mixed, with a 
significant expansion in access, but a large deficit in quality. In 2002, Indonesia embarked on a series of 
policy reforms to strengthen access to and improve the quality of education, both of which are key 
determinants of human capital development. After 15 years, however, the results of the reforms have 

                                                
1  Available at https://data.worldbank.org/indicator/SE.XPD.TOTL.GD.ZS. UNESCO’s recommendation is minimum 4% of GDP.  
2  Available at https://data.worldbank.org/indicator/SH.XPD.CHEX.GD.ZS 
3  Health expenditure as a percentage of GDP in 2016: Malaysia, 3.8%; Thailand, 3.7%; Viet Nam, 5.6%; and Singapore, 4.8%. 

Available at: https://data.worldbank.org/indicator/SH.XPD.CHEX.GD.ZS 
4  Absolute poverty refers to a condition where a person does not have the minimum amount of income needed to meet the 

minimum requirements for one or more basic living needs over an extended period. 
5 Available at https://www.worldbank.org/en/country/indonesia/overview 

https://data.worldbank.org/indicator/SE.XPD.TOTL.GD.ZS
https://data.worldbank.org/indicator/SH.XPD.CHEX.GD.ZS
https://data.worldbank.org/indicator/SH.XPD.CHEX.GD.ZS
https://www.worldbank.org/en/country/indonesia/overview


CAPE Indonesia, Linked Document H 

been mixed. Enrollment has grown significantly, but student learning remains below the levels of other 
countries in the region. Education reforms have covered the right areas, but implementation challenges 
have led to uneven results. However, significant implementation challenges have prevented the policy 
reform from reaching its full potential. 

 
5. More than 55% of Indonesians who finish their education are functionally illiterate, a much larger 
share than in Viet Nam (14%) and Organisation for Economic Co-operation and Development (OECD) 
countries (20%).6 Indonesians who are functionally illiterate tend to end up in low-productivity sectors. 
Low-quality education affects employment opportunities. About 65% of all new jobs created between 
2011 and 2016 were in low-productivity sectors. Comparisons of productivity, measured as value added 
per worker, show that worker productivity in Malaysia ($15,800) is approximately four times that of 
Indonesia ($3,600), and productivity in Thailand ($5,300) is 1.5 times that of Indonesia.7 This affects 
Indonesia’s aggregate level of competitiveness. Indonesia ranked 36 out of 137 countries in the 
2017/2018 Global Competitiveness Index (World Economic Forum, 2018). In the pillars related to human 
capital, Indonesia’s ranking was even worse: 94 in primary education and health, and 64 in higher 
education and training.8 
 
6. Enrollment growth was accompanied by an increase in the number of teachers but this has had 
limited impact on student learning. Currently, Indonesia has 2.7 million teachers in general education 
and another 0.7 million in the religious education system.9 Between 2003 and 2015, the number of 
teachers grew by 30%, while the number of students increased by 25%, leading to decreases in student–
teacher ratios. Due to the surge in the number of teachers, along with significant increases in 
expenditures on teacher allowances, the teacher wage bill grew significantly during the period. Currently, 
overall teacher compensation10 represents over 50% of the general education budget. However, the 
increases in the number of teachers and their compensation were not accompanied by a significant 
increase in student learning outcomes. 
 
7. Indonesia is currently in transition as it attempts to become a knowledge-based economy focused 
on increased competitiveness, growth, and employment performance. Gaps in skills are seen as 
significant obstacles in this respect. The government is investing more in the development of education 
and training system in order to close these gaps and to transform the TVET system into one that provides 
demand-driven and practice-oriented programs, aimed at improving employability and participation in 
lifelong learning. The general labor force has low education levels and poor skills. The average prime-age 
worker, 25 to 54 years old, has received fewer than 8 years of schooling. Although there has been a 
significant emphasis on the quality of vocational secondary schools alongside a determination to raise 
standards of higher education, corporate training is becoming a pressing concern with the development 
of the ASEAN economic community. With the way things currently stand, vocational and higher 
education standards fall short of industry demands. 

 
8. Indonesians have become healthier over the past decade. Life expectancy at birth steadily 
increased to 69 years in 2018, up from 68 years in 2002. The under-5 mortality rate declined from 48 per 
1,000 live births in 2002 to 27 in 2015. By 2000, Indonesia reached the targets set at the 1990 World 
Summit for Children. However, the variation in under-5 mortality rates between provinces is very wide, 
ranging from 19 in Bali to 103 in West Nusa Tenggara. The mortality rate for children under 1 showed 
the same rapidly declining trend, reaching 21 per 1,000 live births in 2018. Despite these achievements, 
the infant mortality rate in Indonesia still exceeds those in other members of the ASEAN.  

 

                                                
6   Not equipped with the skills necessary to enter successfully into the labor market. Students that receive a PISA score of level 1 

are considered functionally illiterate as they can, for example, read a text but cannot answer questions related to it. World Bank. 
2018. Learning More, Growing Faster. Available at: https://openknowledge.worldbank.org/bitstream/handle/ 
10986/29921/126891-WP-PUBLIC-on-6-5-18.pdf?sequence=1&isAllowed=y 

7   Indonesia Labor Force Survey (SAKERNAS). 2016. Available at: http://www.ilo.org/surveydata/index.php/catalog/1909 
8  The Global Competitiveness Report 2018. Available at: http://reports.weforum.org/global-competitiveness-report-2018/ 
9  Data available at: http://jendela.data.kemdikbud.go.id/jendela/ & Statistics of Islamic Education 2015/2016 
10  Including base salary and allowances. 

https://openknowledge.worldbank.org/bitstream/handle/%2010986/29921/126891-WP-PUBLIC-on-6-5-18.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/%2010986/29921/126891-WP-PUBLIC-on-6-5-18.pdf?sequence=1&isAllowed=y
http://www.ilo.org/surveydata/index.php/catalog/1909
http://reports.weforum.org/global-competitiveness-report-2018/
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9. Indonesia has recently implemented a series of key reforms with the objective of attaining 
universal health coverage. On 1 January 2014, the government launched a national health insurance 
program (Jaminan Kesehatan Nasional, JKN) with the objective of establishing a well-designed, fiscally 
sustainable, high-quality national health insurance system covering all Indonesians by 2019. 11  JKN 
promises universal access to health care, assuring the portability of coverage regardless of one’s place of 
employment. The program also provides households with protection against financial shocks, such as the 
illness of the primary wage earner; a fundamental policy for ensuring and sustaining inclusive economic 
growth and accelerating poverty reduction. If implemented effectively, universal health coverage will 
significantly improve Indonesians’ access to essential health services and prevent impoverishment 
resulting from catastrophic personal health expenditures. The initial results of the program have been 
promising.12    

 
10. Facing up to the double burden of malnutrition. With a third of children under-5 stunted (i.e., 
shorter than the expected height for their age), not only is the future capacity of the nation’s workforce 
compromised, but children’s propensity to become overweight and to suffer from cardiovascular diseases 
in later life is also greatly increased. Changing consumption patterns and lifestyles associated with 
increasing urbanization are exacerbating the situation and overnutrition is already affecting the majority 
of adults. Unless action is taken now, not only to tackle maternal and child undernutrition but also 
overnutrition among older children and adults, the prevalence of noncommunicable diseases (NCD) will 
increase dramatically, undermining Indonesia’s economic progress in coming decades.13 

 
11. The government is in the process of implementing a new National Social Security System (Sistem 
Sosial Nasional, SJSN). Programs under the new system are mandatory and will cover all Indonesians, 
including formal and informal sector workers, and will provide five benefits to all: health insurance, 
pension, old-age savings (provident fund), death benefits, and work accident insurance. Contributions 
to the SJSN programs are set at levels that are sufficient to finance expected expenditures; each fund is 
designed to be self-sustaining.14 The national social security system will help Indonesia mobilize the 
population’s increasing disposable income to strengthen the coverage and depth of the health system, 
protect against premature death and work injuries, and provide income security following an exit from 
the labor force. The SJSN programs are consistent with the government’s pro-poor, pro-jobs, pro-growth 
agenda, and will play a major role in supporting the government’s macroeconomic policies, in the 
medium and long term. The success of the new system will ultimately depend on how well it is 
implemented and managed.  
 
12. The local government system has improved access, but the quality of services remains a 
challenge. While Indonesia was among only a few countries in the region to achieve many Millennium 
Development Goals (MDGs), including those for primary schooling and infant mortality, it has a long way 
to go to achieve the Sustainable Development Goals (SDGs). Disaggregated data show considerable 
variations across regions and income classes in terms of MDG achievements. Following the devolution of 
powers to the local level, local governments are now responsible for delivering many services that impact 
directly on SDGs, but many have weak governance structures and limited administrative and fiscal 
capacities.  

 
  

                                                
11 JKN is part of the National Social Security System (Sistem Jaminan Sosial Nasional, SJSN). The legal bases for JKN implementation 

are Law No. 40/2004 regarding the SJSN and Law No. 24/2011 regarding the Social Security Agency (Badan Penyelenggara 
Jaminan Sosial, BPJS). 

12  L. Trisnantoro, T. Marthias, and D. Harbianto. 2014. Universal Health Coverage Assessment, Indonesia. Available at: 
http://gnhe.org/blog/wp-content/uploads/2015/05/GNHE-UHC-assessment_Indonesia-1.pdf 

13 R. Shrimpton and C. Rokx. 2013. The Double Burden of Malnutrition in Indonesia. World Bank Jakarta, Report 76192-ID. 
Available at: 
http://documents.worldbank.org/curated/en/955671468049836790/pdf/761920WP0P12640Box0379884B00PUBLIC0.pdf  

14 The legal bases for the new system are Law No. 40/2004 on National Social Security System; and Law No. 24/2011 on Social 
Security Administrative Bodies (Badan Penyelenggara Jaminan Sosial, or BPJS). 

http://gnhe.org/blog/wp-content/uploads/2015/05/GNHE-UHC-assessment_Indonesia-1.pdf
http://documents.worldbank.org/curated/en/955671468049836790/pdf/761920WP0P12640Box0379884B00PUBLIC0.pdf
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C. Social Sector in ADB Country Strategies  
 

13. ADB investments in the social sector fell short of CPS commitments. The country strategies 
approved during the CAPE period had the stated goals of accelerating the achievement of the MDGs 
by improving water supply and sanitation, health, and education indicators (country strategy and 
program [CSP], 2006–2009); improving vocational education (polytechnics) to cater to the needs of 
employers and industries in support of the master plan for higher productivity and wages (CPS, 2012–
2014); and improving education quality and skills development (CPS, 2016–2019). These country 
strategies had ambitious goals but did not make commensurate financial commitments. For 
example, CSP, 2006–2009 stated that “ADB’s support to accelerate MDGs will focus on prioritizing and 
reorienting public expenditure toward health (including nutrition) and education, and on improving the 
quality, efficiency, and effectiveness of social service delivery.” However, the two projects approved (one 
education and one health) did not have much relevance to this statement.15 The country strategies 
tended to narrate their lofty aspirations grandiloquently but not to follow them up with financial 
commitments.  The ambitious goals concerning the social sector stated in the successive CPSs and the 
corresponding financial commitments made are reflected in Appendix 1.       
 
D. Social Sector Portfolio 

 
14. In the education sector, ADB provided four sovereign loans (totaling $405 million) during the 
CAPE period, one for Madrasah education and three for skills development; two grants (totaling $32.95 
million); and nine technical assistance (TA) projects (totaling $102.78 million) (Table 1). In the health 
sector it made one sovereign ($50 million) and one nonsovereign loan ($10 million), three grants (totaling 
$5.75 million), and six TA projects (totaling $13.73 million). Of the TA projects in the health sector, three 
were funded by the Technical Assistance Special Fund (TASF), totaling $1.53 million; two were funded by 
Japan, totaling $2.2 million; and one was a loan from ADB ordinary capital resources (OCR), $10 million 
(Table 2). Currently, ADB is thinly present in education sector through a polytechnic education 
development project which will be closing in 2019 after being extended for 2 years; and ADB has 
remained out of the health sector since the Nutrition Improvement through Community 
Empowerment Project was closed in 2014. The government would like to have multilateral financing to 
help accelerate the implementation of its ongoing reforms for the social sectors while investing 
substantial amounts in both education and health from its own resources.16 The intended outcome of 
the Madrasah education project17 was improved quality, efficiency, and effectiveness of primary, junior 
secondary, and senior secondary Madrasah education. The three skills development projects mainly 
aimed to improve the quality and relevance of TVET so that the workforce matched employers’ needs in 
priority industry subsectors; and to increase competitiveness and employment opportunities for 
vocational school graduates. The recently approved Advance Knowledge and Skills for Sustainable 
Growth Project will support advanced skills and knowledge by upgrading three public universities in 
Sumatra and one public university in Bandung, West Java, as the first phase of higher-education reform.18 
It will also integrate new technologies in teaching programs and strengthen technical and vocational 
teacher education.  

                                                
15 ADB approved two projects: (i) Nutrition Improvement through Community Empowerment Project ($50 million loan approved in 

August 2007 and closed in February 2014), and (ii) Madrasah Education Development Project ($50 million loan approved in 
December 2006 and closed in February 2014). The former was rated less than successful and the latter successful.  

16 The Law on National Education (No.20/2003) and the Constitution Amendment III emphasize that all Indonesian citizens have 
the right to education; that the Government has an obligation to finance basic education without charging fees; and that the 
Government is mandated to allocate 20% of its expenditure on education. The introduction of a Coordination of Benefits (COB) 
scheme, which according to the Ministry of Health Regulation No. 71/2014 (Clause 21) and Regulation No. 4/2016 allows patients 
to increase their entitled benefits by obtaining additional health insurance coverage from Indonesia's universal healthcare 
scheme: http://103.233.144.156/download/427241.%20Expanding%20market%20while%20improving%20health.pdf; and Law 
No. 40/2004 on National Health Insurance which also defined the role of its operating agency, known in Bahasa as BPJS-K. 
Available: https://www.tandfonline.com/doi/ pdf/10.1080/23288604.2015.1020642 

17 ADB. 2006. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and Technical Assistance 
Grant to Indonesia for the Madrasah Education Development Project. Manila.  

18 ADB. 2018. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to Indonesia for the 
Advance Knowledge and Skills for Sustainable Growth Project. Manila. 

http://103.233.144.156/download/427241.%20Expanding%20market%20while%20improving%20health.pdf
https://www.tandfonline.com/doi/%20pdf/10.1080/23288604.2015.1020642
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15. The Nutrition Improvement through Community Empowerment Project aimed to strengthen 
community-based services for children and women, and to carry out social mobilization for better 
nutrition and hygiene in six project provinces.19 For nonlending operations, 43% were for the education 
sector TA projects ($97 million). A large chunk of this went to only two TA projects, financed by the 
European Union and the Australian Department of Foreign Affairs and Trade (the Analytical and Capacity 
Development Partnership and the Minimum Service Standard Capacity Development Program). In the 
health sector, the major TA contribution was in the form of an OCR loan of $10 million provided to the 
Java Reconstruction Fund administered by the World Bank as a trustee. The fund was created by the 
government under the aegis of the World Bank to rebuild the special region of Yogyakarta in Central and 
West Java.   
  

Table 1: List of Loans, Grants, and Technical Assistance in the Education Sector 

No.  Title  

Approved 
Amount  

($ million) 
Fund 

Source 
Approval 

Date Date Closed 
PCR [PVR] 

Rating 
Sovereign Loans  
Madrasah Education Development Project 50.00 COL 15-Dec-06 03-Feb-14 S[S] 
Vocational Education Strengthening Project 80.00 COL 31-Mar-08 30-Nov-14 S[S] 
Polytechnic Education Development Project 75.00 OCR 31-Oct-12 Active 

 

Advance Knowledge & Skills for Sustainable Growth Project 200.00 OCR 29-Nov-18 Active 
 

Subtotal 405.00 
 

    
 

Grants 
Decentralized Basic Education Project 28.00 DG 14-Mar-06 30-Sep-11 S  
Polytechnic Education Development Project 5.00 CG 12-Apr-13 Active   

 Subtotal 33.00         
Technical Assistance 
Basic Education Sector Capacity Support Program (Supplementary) 6.03 EC 19-Oct-05 26 Sep-12 S 
Madrasah Education Development Project 1.00 TASF 15-Dec-06 14-Oct-13 S 
Enhance Continuing Skills Development 0.50 TASF 31-Mar-08 30-Sep-11 US 
Polytechnic Development Project 1.20 JSF 15-Dec-09 26-Jun-13   
Polytechnic Development Project 0.10 CCF 15-Dec-09 26-Jun-13   
Analytical and Capacity Development Partnership 45.00 ESACD 15-Jun-10 27-Feb-18   
Minimum Service Standards Capacity Development Program 47.00 EC-

IMSSCDP 
24-Apr-13 09-Aug-18   

Preparing the Advanced Knowledge and Skills for Sustainable Growth 
Project 

0.80 TASF 23-Oct-17 Active   

Supporting the Advanced Knowledge and Skills for Sustainable Growth 
Project 

1.00 JFPR 11-Dec-18 Active   

Subtotal 102.80         
Grand Total 540.80         
CCF = Climate Change Fund, COL = concessional ordinary capital resources lending, JFPR = Japan Fund for Poverty Reduction, JSF = 
Japan Special Fund, OCR = ordinary capital resources, PCR = project completion report, PVR = project completion report validation report, 
S = successful, TASF = Technical Assistance Special Fund, US = unsuccessful. 
Source: Asian Development Bank. 

 
 
 
 
 
 
 
 
 
  

                                                
19 ADB. 2007. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and Technical Assistance 

Grant to Indonesia for the Nutrition Improvement through Community Empowerment Project. Manila. 
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Table 2: List of Loans, Grants, and Technical Assistance in the Health Sector 

 No  Title  

Approved 
Amount 

($ million) 
Fund 

Source 
Approval 

Date Date Closed 
PCR/[PVR] 

Rating 
Sovereign Loan   
Nutrition Improvement through Community Empowerment Project 50.00 COL 31-Aug-07 04-Feb-14 LS 

Subtotal 50.00 
 

      
Grants  
Enriching Lives of The Urban Poor Through Food Fortification 1.75 JFPR 14-Mar-05 31-Aug-09   
Support Community Health Care Initiatives in Nanggroe Aceh 
Darussalam 

2.00 JFPR 18-Jan-06     

Rice Fortification for The Poor 2.00 JFPR 20-Mar-09 31-Jan-18   
Subtotal 5.75 

 
      

Technical Assistance  
Independent Monitoring and Evaluation of Nutrition Improvement 
through Community Empowerment 

0.50 TASF 31-Aug-07 30-Apr-13 LS  

Support for HIV and AIDS Prevention in Infrastructure 0.20 JSF 20-Dec-07 30-Sep-10 S  
Social Security Reform and Economic Modeling Capacity Building 0.80 TASF 10-Dec-08 11-Sep-14 S  
Contribution to Java Reconstruction Trust Fund 10.00 OCR 14-Sep-07 06-Sep-13   
Affordable Healthcare Network Study 0.23 TASF 03-May-16 -   
Impact of Adolescent Nutrition Support on Development Outcomes 2.00 JFPR 06-Aug-18 Active   

Subtotal 14.00         
Total 69.00         

Non-sovereign loan  
 PT Medikaloka Hermina (Maternity and Child Care Hospital) 10.00 Equity 24-Apr-18       

Subtotal 10.00         
Grand Total 77.00         
COL = concessional ordinary capital resources lending, JFPR = Japan Fund for Poverty Reduction, JSF = Japan Special Fund, LS = less 
than successful, OCR = ordinary capital resources, PCR = project completion report, PVR = project completion report validation report, 
S = successful, TASF = Technical Assistance Special Fund. 
Source: Asian Development Bank. 

 
E. Assessment of the Social Sector Portfolio  

 
16. Relevance. Despite its impressive economic growth, Indonesia lags behind other countries with 
a similar income level in terms of the quality of its human capital. One of the many reasons for this is the 
lack of focus and clear strategies to develop Indonesia’s education and health systems and provide quality 
services to its citizens. ADB did not address the core problems associated with the low quality of human 
capital in the education and health systems although its country strategies mentioned human resource 
development as one of their objectives. No serious analytical work was undertaken to come up with 
targeted and relevant investments. The country strategies during the CAPE period aimed to support 
the goals of accelerating the achievement of the MDGs and enhancing human resource 
development, but the financing allocated for these purposes was too small to make an impact. 
Indonesia has a constitutional mandate to spend 20% of the national budget on education, and 
supposedly this was also one of the reasons for the low appetite for borrowing for education.  
 
17. The main weaknesses in the quality of social sector strategic focus in successive country 
strategies were: (i) an inadequate analytical basis; (ii) no identification of options with reasons given 
for selecting the chosen option; (iii) limited influence by in-country stakeholders on the choices 
made; (iv) superficial alignment with the government’s National Long-Term Development Plan and 
other policies in a context of weak ownership among public officials; (v) a general lack of baseline 
quantification (related to the weak analytical base), as well as specification of targets and indicators; 
(vi) a lack of focus and critical mass; (vii) inadequate provision for monitoring and evaluation; and 
(viii) little, if any, innovation. An important issue regarding the quality of social sector strategies in 
almost all the country strategies was that the needs-based assessment has not been tempered by 
an analysis of the resources required to make a significant difference in the chosen area. For 
example, there is no doubt that quality is a major challenge in all levels of education in Indonesia. 
While addressing this challenge, CSP, 2006–2009 stated that “support to accelerate MDGs will focus 
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on prioritizing and reorienting public expenditure toward health (including nutrition) and education, 
and on improving the quality, efficiency, and effectiveness of social service delivery,” but in reality 
what was processed under this strategy was the Madrasah Education Development Project to 
provide better facilities to children seeking religious education through the Madrasah education 
system. Likewise, in the health sector only one project, the Nutrition Improvement through 
Community Empowerment Project, was approved during the entire CAPE period. 
 
18. Given the size of the economy and the spread of the population over 6,000 islands, the meager 
size of ADB’s lending volume in social sector during the CAPE period in the areas not directly linked with 
the strategic focus of successive CPSs make the social sector investments less than relevant. There was 
little congruence between successive CPSs and Indonesia’s Long-Term National Development Plan, 2005–
2025. ADB social sector interventions during the CAPE period are rated less than relevant.    
 
19. Effectiveness. Four projects were approved in the education sector during the CAPE period. The 
Madrasah Education Development Project and the Vocational Education Strengthening Project were 
closed in 2014 and assessed successful. The ongoing Polytechnic Education Development Project will be 
closing in 2019 after being extended for 2 years. The delays were due to issues related to project 
administration, including lack of familiarity with ADB procurement processes and late budget revisions. 
The Advance Knowledge and Skills for Sustainable Growth Project was approved in November 2018, but 
at the time of IED’s mission in April 2019 it had yet to be declared effective. The Vocational Education 
Strengthening Project implementation was supported by a $500,000 TA grant. The main objective of the 
TA was to develop a coherent policy framework for sustainable upgrading programs in the vocational 
school system. Although some skills training was undertaken under the TA, it could not be scaled up. 
Model schools were not yet ready to implement workers’ training according to industry standards. Also, 
minor logistical issues related to the lack of transport and daily allowances hindered TA implementation. 
The study tour that the TA was expected to facilitate was also not undertaken because of the lack of 
consensus on the destination to be visited. The TA completion report thus assessed the TA unsuccessful.20 
Moreover, while enrollment increased across the model schools supported by Vocational Education 
Strengthening Project, the growing age-cohort of the population and near universalization of basic 
education may also have contributed to this outcome more than the project itself. The project completion 
report (PCR) validation report noted that the gross enrollment for both sexes in secondary education 
grew from nearly 70% in 2008 to 80% in 2012, so the increase in enrollment cannot be attributed to the 
project alone. Notwithstanding performance against outcome level indicators, the project could have 
done more to support the concept of school clusters, a key feature of project design. Internal project 
documents suggest that the majority of clusters did not develop systematic and joint plans to organize 
cluster activities, hence alliance schools did not benefit as much from the project as model schools. In 
some cases, the project gave up on alliance schools, and their resources were allocated to model schools 
instead. Also, the school business plans were supposed to have included a gender plan at the school 
level, but this was not done. There was no reporting on gender action plan (GAP) implementation in 
alliance schools. Given that bulk of the model schools majored in engineering, and as information on 
female enrollment was not available, the validation report noted that the project may not have been 
effective in attracting female students to non-traditional courses. 
 
20. Health sector interventions appeared in the CSP, 2006–2009 under the MDG Acceleration 
Program and Nutrition Improvement Program. However, no health sector investment was included in the 
CPS, 2012–2014 or CPS, 2016–2019 as there was no demand from the government and the health sector 
was not among ADB’s core sectors of operations under Strategy 2020. The nutrition improvement 
program was rated less than successful. 21  The project envisaged revision of the curricula for health and 
nutrition promotion taught at polytechnic institutions, but this could not be done “due to difficulties in 
finding qualified experts for this.” (footnote 20) Expensive atomic absorbent spectrophotometers that 

                                                
20  ADB. 2016. Project Completion Report Validation: Vocational Education Strengthening Project. Manila. Available at: 

https://www.adb.org/sites/default/files/evaluation-document/219466/files/pvr-493.pdf 
21  ADB. 2015. Program Completion Report: Nutrition Improvement through Community Empowerment Project. Manila. Available 

at https://www.adb.org/sites/default/files/project-document/159425/38117-013-pcr.pdf  

https://www.adb.org/sites/default/files/evaluation-document/219466/files/pvr-493.pdf
https://www.adb.org/sites/default/files/project-document/159425/38117-013-pcr.pdf
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were procured to identify concentration levels of vitamins and minerals in fortified food “could not be 
used due to the unavailability or mismatch of spare parts and reagents for food analysis.” The project 
supported the refurbishment of all (central, provincial, and district) project secretariat offices, and 
provided 32 vehicles to support their operations. However, the central project management unit and the 
project offices struggled to submit quarterly reports on time “due to weaknesses in the monitoring and 
evaluation system and limited implementation capacity.” Also, the absence of a gender action plan and 
limited gender-related targets in the loan agreement hampered the effectiveness of the project in 
ensuring that all activities were maximized for women’s benefit. The project completion report rated the 
performance of both the borrower and the ADB as partly satisfactory; and the project also received partly 
effective and less efficient ratings.  
 
21. The question is whether ADB’s resources, and the mix of these, were effective in bringing change 
in the social sector as envisaged in successive country strategies. IED concluded this was not the case and 
assessed social sector operations during 2005–2018 less than effective.  
 
22. Efficiency. The social sector portfolio for the CAPE period is assessed less than efficient. The three 
projects implemented in the education sector suffered from start-up delays and one of them was 
extended for 2 years. The two TVET projects used substantial funding for the procurement of the latest 
equipment without realizing that the institutions provided with the equipment had no trained faculty to 
operate it.22 The only health sector project implemented during the CAPE period was rated less than 
successful, which also hints at a less than efficient use of funds.  
 
23. Project management by the executing agencies has generally been inadequate. Although this has 
been recognized by both the government and project teams, it has not been effectively addressed in the 
project design. A high turnover of project staff has been a constant feature of executing agency 
management. The main thrust of the TVET projects remained on the procurement of equipment, which 
added value to the inventory of recipient institutions but were underutilized due to a poor understanding 
of how they worked. The TVET projects experienced start-up problems and were described as “at risk” in 
ADB’s internal reviews. Consultant engagement was delayed, which disrupted internal coordination of 
inputs. The Vocational Education Strengthening Project planned to procure school equipment centrally, 
based on the approved demands of individual schools; however, during implementation a central 
procurement method was found to be impractical and resources were transferred directly to schools 
which weakened the monitoring of implementation pace and the quality of works. For example, 
appropriate equipment was not available at the time of teacher training. The budget for consultant inputs 
was reduced from $2.2 million to $1.3 million during implementation (a reduction of more than 41%), 
and actual expenditure was even lower at $1.09 million. This affected project implementation especially 
of the education management information system (EMIS); its preparation and use were delayed by 4 
years. Based on the above the social sector operations during the CAPE period are assessed less than 
efficient. 
 
24. Sustainability. ADB’s meager investment in the health sector to support nutrition improvement 
in a small area consisted of consumable items, which lasted as long as project funding was available. The 
nutrition project was unduly focused on mass awareness and a media campaign; as a result, no funds 
were left to procure an essential supplement called “Taburia.” Stunting among children remains a major 
concern in Indonesia: 8.4 million children or 37.2% of children under-5 are stunted. Between 2010 and 
2013, incidences of stunting increased from 35.6% to 37.2%.23 When children are stunted at an early 
age, they risk reduced productivity over time. If this is followed by accelerated weight gain when they 
are older, they risk suffering obesity and other diet-related noncommunicable diseases. This is the double 
                                                
22 The Vocational Education Strengthening Project had the actual cost of $107.7 million (ADB financing was $75.7 million) covering 

five components: component 1 related to a Parents’ Association project ($6.7 million); component 2 related to procurement of 
equipment, goods and rehabilitation civil works ($93.4 million); component 3 related to TVET-industry links ($1.7 million); 
component 4 related to entrepreneurship ($1.7 million); and component 5 related to the project management unit ($4.2 million). 
Of the total of $107 million, $93.4 million (87%) was used for the procurement of equipment and minor civil works. 

23 World Bank. 2015. The Double Burden of Malnutrition in Indonesia. Washington, D.C. Available at: 
http://www.worldbank.org/en/news/feature/2015/04/23/the-double-burden-of-malnutrition-in-indonesia  

http://www.worldbank.org/en/news/feature/2015/04/23/the-double-burden-of-malnutrition-in-indonesia
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burden of malnutrition, which is going to prevail unless a country-wide program is launched with 
sufficient financial commitment to address this problem. Small-scale interventions such as the Nutrition 
Improvement through Community Empowerment Project, which had a misplaced focus, cannot be 
sustained by communities on their own.  
 
25. Recently implemented projects in the TVET sector focused more on the procurement of 
equipment than on the sustainability of outputs and improving the quality of content and service 
delivery. The implementing agencies lacked operation and maintenance funds, which will affect the 
longer-term performance of the expensive equipment bought by the project. The design of the TVET 
project did not provide for definite plans for sustaining activities after project completion.  

 
26. The sustainability of the few results achieved under the Madrasah Education Development Project 
and the Vocational Education Strengthening Project is precarious given the weak governance in these 
fields. There are similar concerns about the Polytechnic Education Development Project, under which 
relatively little was achieved in terms of transforming the system, in particular with regard to the quality 
of skills development. The investments made in the social sector are assessed less than likely sustainable.   
 
27. Development Impact. Scarce resources invested in piecemeal way were unlikely to lead to 
dramatic improvements in the social sector. The real impact of social sector investments should be 
measured in terms of increased capacity at national and local levels to lead to more effective policies and 
reforms. Since three education projects and one health project were approved as investment projects 
without any policy reform strings, the developmental impact, if any, of these investments will remain at 
beneficiary institution level rather than sector-wide. 
  
28. If we look at the investment projects individually, there are no sufficient data available either 
from ADB or from the executing agencies to credibly report on the impact. For example, the PCR of the 
Nutrition Improvement through Community Empowerment Project reported that: “The expected 
impact by year 2012 was an improved nutrition status of 1.48 million children under 5 years of age, and 
500,000 pregnant and lactating women in 4,000 poor villages; however, at project completion, the 
number of beneficiaries from 4,096 villages covered by 494 Puskesmas in the project area was not known 
because it had not been reported.” Moreover, the nutrition project was categorized as gender and 
development at inception; however, no gender action plan was prepared during project design. Similarly, 
the Vocational Education Strengthening Project’s impacts were rated moderate at project completion, 
based on available information against performance indicators in the design and monitoring framework. 
The overall impact is therefore assessed less than satisfactory.  

 
29. Performance of the borrower and the executing agencies. Over the period of CAPE, the 
performance of the borrower and the executing agencies in all three education sector projects and the 
one health sector project was marred by perennial problems, including: (i) continued delays in allocating 
the executing agency’s annual budget and expenditures, (ii) insufficient provision of counterpart funds 
for the projects, (iii) high staff turnover rate, (iv) a weak understanding of ADB’s procurement guidelines 
by the project management unit, (v) weak capacity of project management unit staff, (vi) weak 
monitoring and supervision capacity and systems, and (vii) more focus on the procurement of equipment 
and works than on sustainability. For these reasons, the performance of the borrower and executing 
agency of the nutrition project was rated partly satisfactory. Likewise, the performance of consultants 
hired by the executing agency was also rated partly satisfactory because of quality concerns. Similarly, 
the PCR of the Vocational Education Strengthening Project recognized the PMU’s weak capacity and lack 
of familiarity with ADB procedures as two major issues related to the executing agency’s performance. 
The PCR noted that “More care could have been taken with consultant engagement, especially for the 
EMIS. The delay in consultant engagement disrupted the internal coordination of many activities under 
the project. Implementation of the TA project did not go well. Non-physical aspects of the project, 
focusing on school–industry linkages as well as self-employment and entrepreneurship, needed more 
active support from the implementing agency.” The performance of the borrower and the executing 
agencies is therefore assessed less than satisfactory. 
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30. Performance of ADB. ADB’s performance suffered from weaknesses and drawbacks, including:  
(i) lofty aspirations in country strategies but a program with little substance, (ii) unrealistic and 
overambitious project designs, (iii) weak coordination with executing and implementing agencies, and 
(iv) weak monitoring of development results. Over the course of the CAPE period, ADB was generous in 
providing statements of support in successive strategies, but without committing financial resources to 
the social sector. ADB failed to address the core problems associated with the low quality of human 
capital in the education and health systems of the country, although the country strategies mentioned 
human resource development as one of their objectives. No serious analytical work was undertaken to 
produce targeted and relevant investments. The country strategies during the CAPE period aimed to 
support the goals of accelerating the achievement of the Millennium Development Goals (MDGs) 
and enhancing human resource development, but the financing allocated for these purposes was 
too small to make an impact. The performance of ADB is rated less than satisfactory. 
 
F. Overall assessment  
 
31. The social sector program in Indonesia in the CAPE period has been less than relevant, less 
effective, less efficient, and less likely to be sustainable and with low development impact. In summary, 
the overall performance of social sector program during CAPE, 2005–2018 is rated less than successful. 
 

Table 3: Summary of Ratings 
 
Evaluation criteria 

 
Rating 

 
Score 

 
Weight 

Weighted 
Score 

Relevance  Less than relevant  1 0.20 0.2 
Efficiency Less than effective   1 0.20 0.2 
Effectiveness  Less than efficient  1 0.20 0.2 
Sustainability Less than likely sustainable  1 0.20 0.2 
Development impact Less than satisfactory 1 0.20 0.2 
Overall rating Less than successful   1.0 

Source: Independent Evaluation Department. 
 
G. Issues  

 
32. Learning achievements have consistently been low at basic and secondary education levels in 
Indonesia with a large percentage of youth remaining functionally illiterate. Youth unemployment at 
15% in 2018 is much higher than in other Southeast Asian economies. The high demand for skilled 
workforce in the economy is not matched by adequate supply of quality graduates. Inadequate human 
resource development policies have affected both the quantity and the quality of skilled workforce, which 
remain central to the transformation of Indonesian economy.  
 
33. The current education system continues to operate in a traditional and outdated mode. This is a 
problem with rapidly changing technology, and the system needs a complete overhaul.   Businesses must 
be quick to adapt to constantly changing technology, or risk being left in the dust by their competitors. 
The challenge for small business owners is getting employees to embrace innovation and learn new 
technology.  
 
34. Indonesia’s capacity to monitor and evaluate social expenditures is weak. Strengthening this 
capacity is critical to make the best use of the resources available and for maintaining an effective and 
equitable social welfare system. Poverty amongst elderly Indonesians has not declined at the same rate 
as for other groups (notably children), in part because their access to social protection is extremely low. 
The existing wide gaps in social assistance and social insurance provision have exposed various vulnerable 
groups to higher risks and have also deprived them of comprehensive coverage across the lifecycle. Also, 
lack of co-ordination and coherence between programs and institutions have resulted in substandard 
service delivery. 
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H. Recommendations  
 

35. Focus ADB support on improving the quality of teaching and learning outcomes. In the field of 
education and TVET, further support is imperative to improve the quality of learning outcomes. The 
development of effective in-service teacher training for all levels of education needs to be considered 
given its importance for raising the quality of education and ensuring the success of reforms, which 
cannot be carried out without bringing drastic change in learning environment. Support is needed for 
developing and implementing a financially viable system for updating and raising skills and competence 
of teachers and managers in line with modern standards.  
 
36. Engage more with the government to support improving the efficiency of health expenditures. 
Various aspects of the health care system require attention: range and quality of health services, access 
to health care, skills development of health workforce, introduction of performance management and 
information systems, institutional challenges such as evidence-based policy making, and monitoring and 
evaluation systems. A functioning health financing system is crucial to ensure the long-term sustainability 
of the health care system and to fight corruption.  
  
 





Appendix 1 

Statements about the Social Sector in Country Strategies and Actual Investment  
Statement in CSP or CPS Para. Actual Investment PCR Rating 
CSP, 2006–2009 
The CSP combines a range of interventions that will 
support the sustainable reduction of poverty and 
vulnerability. Prioritizing investments in human capital 
(education and health) and in physical capital 
(infrastructure services) will promote economic growth, 
create jobs, and reduce poverty. Support to accelerate 
MDGs will focus on prioritizing and reorienting public 
expenditure toward health (including nutrition) and 
education, and on improving the quality, efficiency, and 
effectiveness of social service delivery. 

65 Nutrition Improvement through Community 
Empowerment Project (Approved $50 million 
loan in August 2007 and closed in February 
2012) 
 
Madrasah Education Development Project 
(Approved $50 million loan in December 
2006 and closed in February 2014) 
 

Less than 
successful1 
 
 
 
Successful2 

Sector and subsector selectivity was derived from  
(i) lessons learned from prior operations, (ii) the 
government’s objectives and priorities, (iii) the overall 
outcomes and intermediate outcome indicators in line with 
the government’s targets, and (iv) partnerships with other 
development agencies. It is also in line with medium-term 
strategy. Unlike under the previous CSP, ADB will not 
provide new public sector lending for airports, fisheries, 
credit lines to SMEs, nonformal education, technical and 
vocational training and skills development, agriculture 
production, agriculture research, land rehabilitation, 
housing finance, or credit lines for microfinance. 

66 As above.  

To help maintain and develop the skills to support 
economic growth, ADB will finance the Senior Secondary 
Education Project in 2007. 

79 As above.  

ADB will help enhance local public service delivery, 
particularly for education and water supply and sanitation, 
in selected provinces and districts. 

84 As above.  

Many project investments will also support attainment of 
the MDGs: the Madrasah Education Support Project 
(2006), the Nutrition Improvement through Community 
Empowerment Project (2007), the Water Supply and 
Sanitation Project (2008), the Metropolitan Sanitation 
Management and Health Project (2009), the Second 
Community Water Services and Health Project (2009) and 
the Second Neighborhood Upgrading and Shelter Sector 
Project (2009). 

86 As above.  

Continued cooperation with the European Commission in 
the education and other sectors will be pursued. 

95 As above.  

Better access to services is key to reducing poverty. 
Prioritizing investments in human capital (education and 
health) and in physical capital (infrastructure services) will 
go a long way toward promoting economic growth and 
poverty reduction. 

App 4, 
para. 
16 

As above.  

Targeted programs will always be necessary for the 
poorest. Targeted programs with dual benefits include 
conditional cash transfers, with the short-term goal of 
income support and the longer-term goal of poverty 
reduction through increased human capital. 

App 4, 
para. 
16 

As above.  

CPS, 2012–2014 
ADB support will be demand-driven, results-based, and 
focused on government priorities that reflect ADB’s 
comparative advantage in specific areas within six sectors: 
(i) agriculture and natural resources, (ii) education,  
(iii) energy, (iv) finance, (v) transport, and (vi) water supply 
and sanitation. 

24 Polytechnic Education Development Project 
(Approved $75 million loan in October 2012 
and still active) 

 

ADB will build on established partnerships to support the 
government’s education sector strategic plans and its 
higher education long-term strategy to strengthen 
planning and management, and to reform the vocational 
and higher education systems to support the master plan. 

41 As above.  

                                                
1 Project completion report available at: https://www.adb.org/sites/default/files/project-document/159425/38117-013-pcr.pdf 
2 Project completion report available at: https://www.adb.org/sites/default/files/project-document/80445/37475-013-pcr.pdf 

https://www.adb.org/sites/default/files/project-document/159425/38117-013-pcr.pdf
https://www.adb.org/sites/default/files/project-document/80445/37475-013-pcr.pdf
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Statement in CSP or CPS Para. Actual Investment PCR Rating 
CPS, 2016–2019 
ADB will support government efforts to protect critical 
public spending over the medium to long term on 
infrastructure, health, education, and social protection, in 
line with the Sustainable Development Goals (SDGs). 

8 Advanced Knowledge and Skills for 
Sustainable Growth Project (Approved $200 
million in November 2018 and still active) 

 

ADB support for human resource development will be 
focused primarily on improving education quality and skills 
development through policy reform, and better sector 
management. 

9 As above  

ADB support for enhanced human resource development 
will be focused primarily on improving education quality 
and skills development. ADB will assist government efforts 
to improve the quality and relevance of education 
spending through support for education policy reforms, 
improved education sector management, and for the 
design and implementation of key government reform 
programs. 

54 As above.  

ADB = Asian Development Bank, CPS= country partnership strategy, CSP = country strategy and program, MDG = Millennium Development 
Goal, PCR = project completion report. 
Source: Asian Development Bank. 
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