
Country Partnership Strategy: Indonesia, 2020–2024 

ONE ADB IN INDONESIA: LEVERAGING ADB’S SOVEREIGN AND 
NONSOVEREIGN OPERATIONS 

 
I. Introduction 
 
1. As an upper middle-income country, Indonesia aspires to reach high income level by 2045. 
To avoid being trapped in the middle-income status, Indonesia will need to transform its economy 
towards higher levels of competitiveness and productivity driven by private sector investments 
and dynamism. Further opening up of opportunities for private sector investments, both domestic 
and foreign, will be important for speedier recovery from the adverse economic impact of the 
coronavirus disease (COVID-19). Under the overall guiding framework of the country partnership 
strategy (CPS) for Indonesia, 2020–2024 ADB will offer integrated and innovative sovereign and 
nonsovereign solutions to the challenges faced by Indonesia.         
 
2. Towards helping Indonesia achieve inclusive, competitive, and sustainable development, 
the CPS focuses on three strategic pathways: (i) improving well-being—by strengthening the 
health care system, expanding social protection, advancing educational quality in an equitable 
manner, and developing workforce skills; (ii) accelerating economic recovery—by supporting 
economic policy and structural reforms, domestic resource mobilization, financial market 
deepening and inclusion, and the development of high-quality infrastructure; and (iii) 
strengthening resilience—by supporting climate change mitigation and adaptation measures, 
environmental sustainability and green recovery, disaster risk management and finance, and 
water and food security. Support to the COVID-19 recovery is an overarching theme, under which 
ADB will incorporate the following crosscutting priorities in its operations: (i) private investment 
and innovative financing; (ii) gender equality and socially inclusive approaches; (iii) enhanced 
governance and institutional capacity; (iv) digitalization and technological transformation; (v) local 
and regional economic development; (vi) regional cooperation and integration; and (vii) 
achievement of the Sustainable Development Goals (SDGs).  
 
3. ADB will be responsive to increasing demand for financial support and seek to leverage 
its financing through attracting private sector investment, catalyzing official cofinancing, and 
applying innovative financing approaches including blended finance. ADB will advance 
partnerships with both the public and private sectors. ADB will work to apply innovation in its 
operations in terms of technologies, approaches, and processes. In delivering the strategy, ADB 
will bring to bear its full suite of support modalities in an integrated manner and as “One ADB”.  
 
4. This document outlines the effective and integrated delivery of sovereign operations 
through the Southeast Asia Regional Department (SERD); nonsovereign operations through the 
Private Sector Operations Department (PSOD); and public–private partnership (PPP) support 
including transaction advisory services (TAS), through the Office of Public–Private Partnerships 
(OPPP). The objective is to enhance investments financed by ADB by delivering additional 
leverage and value, thereby maximizing the development impact of ADB operations in Indonesia. 
ADB will be able to deliver on this objective by ensuring that ADB investments help to catalyze 
private sector investments as well as offer the most innovative financing options and technologies.  
 

II. Approach, COVID-19 Response, and Expected Outcomes 
 
5. Approach. With strong commitment from OPPP, PSOD, and SERD management toward 
serving the client as One ADB, staff in the field will pride themselves on demonstrating their 
commitment to excellence by applying a collaborative approach to the entire project cycle, from 
project design through implementation, as follows:   

http://www.adb.org/Documents/CPS/?id=INO-2020
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(i) Field presence. The OPPP and PSOD will endeavor to support Indonesia operations 

with adequate staff resources including for business development, project preparation, 
and project implementation. A combination of staff outposted to the Indonesia Resident 
Mission (IRM) and SERD, and HQ-based expert missions to Indonesia, will be made 
available. The IRM has ensured full integration of outposted PSOD staff members who 
attend regular staff meetings to exchange general information on operations in the 
country, including sovereign, nonsovereign, and PPPs. In addition to the HQ-based 
expert missions, the OPPP has also dispatched Asia Pacific Project Preparation Facility 
(AP3F) coordinators based in Indonesia to strengthen the OPPP’s on-the-ground 
operations in business development, project development, and project implementation. 
PSOD staff are part of the Indonesia CPS team.   

(ii) Upstream collaboration. There will be closer collaboration between sovereign and 
nonsovereign operations at the point of project identification. This will include (i) regular 
meetings between the country director and OPPP/ PSOD directors, (ii) regular updates 
between OPPP/ PSOD Indonesia focal points and the SERD country program team, 
(iii) joint engagement during the annual country programming mission and preparation 
of the Country Operations Business Plan; and (iv) joint planning and delivery of 
business development. 

(iii) Presenting as One ADB. ADB will ensure that meetings and discussions with 
government agencies and private sector clients on prospective projects will cover 
ADB’s full suite of available financing and advisory assistance options, as well as 
sector-focused One ADB value propositions. Relevant client meetings with public and 
private sector partners will include One ADB teams including the OPPP, PSOD, SERD, 
and other relevant departments and offices as appropriate.   

(iv) Designing as One ADB. ADB will enhance cross-fertilization between sovereign and 
nonsovereign operations through (i) early involvement at concept paper stage, and (ii) 
mutual inclusion as project team members as appropriate. For instance, sovereign 
policy-based loans on structural and economic reforms may benefit from OPPP and 
PSOD expertise on the team, and OPPP and PSOD staff can contribute to upstream 
work on private sector development in such sovereign operations. OPPP and PSOD 
transactions may benefit from the SERD’s experience in Indonesia and knowledge on 
country alignment, development impacts, and sector issues.  

(v) Implementing as One ADB. The Indonesia country team will develop a positive 
feedback loop from projects under implementation with a view to identifying 
opportunities for sovereign as well as nonsovereign operations. For example, there 
could be downstream opportunities for the OPPP or PSOD created by sovereign 
projects; likewise, nonsovereign projects may identify private sector constraints that 
could be addressed by a future policy reform program. Feedback from nonsovereign 
projects in the country will help improve future government policies and programs, 
including those supported by ADB.  

 
6. COVID-19 response. ADB’s private sector assistance will include a focus on rejuvenating 
trade and supply chains and helping liquidity-starved small and medium-sized enterprises, 
including those run by female entrepreneurs. Additionally, ADB has released a landmark study 
that maps supply chains for critical products in the global response to the COVID-19 pandemic. 
This enables investors and governments to use the data to quickly relieve bottlenecks and ramp 
up supplies. 
 
7. Outcomes. Stronger coordination and well-sequenced sovereign and nonsovereign 
operations are expected to translate into: (i) leverage—for every dollar of ADB investment it helps 
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mobilize a multiple of private sector investment; (ii) value for money—the government benefits 
from investment quality through the application of high-quality project preparation and transaction 
activities, and the private sector clients benefit from ADB’s unique access to policy makers as well 
as ADB’s regional, country, and sector-specific knowledge and experience; (iii) innovation—
application of appropriate technologies, knowledge and financial products; (iv) benefit to ADB’s 
strategic branding and value proposition; and (iv) higher quality service—beneficiaries will benefit 
from better services.  
 
III. Mapping to the CPS Framework 
 

CPS Strategic 
Pathway 

Priority Area OPPP/ PSOD Areas of Engagement 

Improving 
well-being 

Health care 
system 

Building on the healthcare investment in 2018 (equity investment 
in PT. Medikaloka Hermina (Maternity and Child Care Hospital), 
OPPP, PSOD, and SERD will promote PPP and private sector 
investments in the healthcare sector.    
 

Social protection Sovereign operations will support capacities of agencies and 
subnational governments to deliver social assistance such as the 
Family Hope Program (PKH). 
 

Education quality 
 

Building on the investment in Phinma Education Holdings, PSOD 
will seek further investment opportunities to improve access to 
quality education and vocational training using traditional debt 
and equity instruments. Through its engagement in private sector 
transactions, PSOD will pay attention to supporting industry-
specific skills development.  
 
After the successful financing, launch and operationalization in 
2019 of the Kacific-1 satellite, which covers broadband internet 
signal over amongst others the Pacific islands and the remote 
islands of Indonesia, PSOD will explore similar opportunities to 
further enable access to education and remote learning. 
 
SERD will provide technical assistance (TA) through the 
enterprise-led learning network project to upgrade skills of 
employees in selected companies. 
 

Skills 
development 

Accelerating 
economic 
recovery 

Economic policy 
and structural 
reform 

PSOD and SERD will jointly advise relevant ministries on reform 
required to attract more private investment. Currently, PSOD and 
SERD team members are advising the Ministry of Energy and 
Mineral Resources on renewable energy power purchase 
agreements (PPAs) and a new tariff framework, including 
enhancement of bankability. 
 
SERD, OPPP, and PSOD will seek to advise the government on 
the design and implementation of a solar park concept and PPP 
for energy efficiency. 
 
SERD is identifying constraints to doing business, addressing 
outdated labor regulations that constrain firm growth, better 
connecting domestic firms to global value chains, and upgrading 
and diversifying the manufacturing sector. Key areas of support 
and collaboration with PSOD would include public-private 
dialogue, work on conditions necessary for greater innovation and 
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research and development (to support product upgrading and 
diversification), and help to prepare sector-specific action plans 
for Industry 4.0 readiness.  
 
SERD will explore opportunities to support implementation of the 
omnibus bill on tax reduction/simplification and job creation. Tax 
reduction and simplification could have profound implications for 
the private sector (corporate income tax reduction, elimination of 
duplicative/burdensome regional taxes, reduction of capital gains 
tax, better and simpler tax treatment for foreign nationals and 
entrepreneurs). 
 

Financial market 
development and 
inclusion 

SERD will explore opportunities to support municipalities to obtain 
international credit rating, while OPPP will provide advisory 
support on structuring of municipal level infrastructure PPPs and 
PSOD will explore nonsovereign financing of projects involving 
municipality offtake risks. 
 
SERD will provide TA support for potential green sukuk (Islamic 
bonds) as well as help enhance the credibility of financial 
institutions leading to potential investment opportunities. PSOD is 
in dialogue with commercial banks looking to issue a green sukuk, 
which would be the first such issuance by a bank in Indonesia (to 
date, only the government has issued green sukuk). It is also 
exploring the possibility of supporting social bond bank issuances 
to combat COVID-19. 
 
SERD and PSOD will jointly help develop capital market products, 
such as green and municipal bonds, to help mobilize 
infrastructure financing. 
 
PSOD will explore opportunities for trade and supply chain 
finance. The trade finance team is working on onboarding 
additional banks in ADB’s trade finance program. 
 
PSOD has been engaging with a number of fintech entities in 
Indonesia and dialogue is ongoing for possible future funding. 
This would entail TAs that would be granted along with ADB 
funding to financial institutions to help strengthen their digital 
finance strategies and outreach, which PSOD is doing in other 
countries. It could also entail direct loans to fintech players that 
are engaged in micro, small and medium enterprise lending and 
have a successful track record or equity investments.    
  

Quality 
infrastructure—
energy, transport, 
livable cities 

SERD, PSOD, and OPPP will consider on a project-by-project 
basis how best to support TA requirements for preparatory work 
for projects to be bankable. 
  
SERD will consider financing of ancillary infrastructure (e.g. 
roads) of ports and airports, while PSOD would consider financing 
the main port/airport components under a PPP. 
 
PSOD is in preliminary discussions with clients on ports, airports, 
renewable energy and water treatment projects that are expected 
to have revenues in rupiah and U.S. dollars. 
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One of the solar project tenders of Perusahaan Listrik Negara (the 
state electricity authority) is likely to include rupiah tariff 
component. PSOD is in a good position to act as a lender given 
its long-term rupiah capability. 
 
ADB will seek opportunities for smart, innovative, and green 
solutions for urban development including transport (e.g. e-
vehicles) with nonsovereign and sovereign financing and TA 
involvement as appropriate. 
 
In relation to the new capital city in East Kalimantan, if requested 
and required, ADB could offer knowledge support and consider 
appropriate further support, including nonsovereign and 
sovereign financing, as well as advisory support for private sector 
participation. 
 
OPPP, PSOD, and SERD will seek opportunities to jointly support 
the government on the delivery of PPP projects in priority sectors 
such as water resources management (e.g. regional drinking 
water supply), waste management (e.g. waste to energy), and 
energy efficiency (e.g. solar park, street lighting). 
 
OPPP is currently providing TA to the PPP Joint Office through 
the National Development Planning Agency (BAPPENAS) in 
developing a centralized website and customized web-based 
platform for the PPP Joint Office to reach out to domestic and 
international investors and lenders, and to ensure the timely and 
transparent update of website information for PPP Joint Office 
member ministries and agencies. 
 
OPPP and SERD are jointly supporting the Ministry of Public 
Works and Housing to prepare PPP projects in road and water 
resources sectors through a technical assistance loan.  
   

Strengthening 
resilience 

Climate change 
mitigation and 
adaptation 

Promote private sector investments in renewable energy projects 
including by advising the government and PLN on bankable PPA 
template. 
 
Promote green financing (green bonds) for electricity generation 
and equity investments into the electricity grid by supporting PLN 
to devise a new private sector investment framework. 
 
Promote private sector investments in agri-smart projects, 
including by advising the government to formulate enabling 
policies in the agriculture sector. 
 

Environmental 
sustainability and 
green recovery 

ADB will promote private sector investments in waste-to-energy 
PPPs. PSOD will explore opportunities to finance (together with 
commercial cofinancers) a project in which OPPP was involved 
as a transaction advisor (such as the waste treatment PPP in 
South Tangerang, Banten). 
 

Disaster risk 
management and 
finance 

Potential areas for nonsovereign operations could include 
disaster early warning and communication systems, and portable 
hospitals.  
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Water and food 
security 
 

Building on the recent investments in High-Value Coconut 
Processing and Cisarua Mountain Dairy (CMD), an integrated 
dairy company, PSOD will seek opportunities to promote private 
sector investment in sustainable agriculture. Local currency 
availability will be critical to the pace and reach of ADB’s 
involvement in scaling up agribusiness.  
 
PSOD will use all available financing instruments to support 
agribusinesses. In addition to traditional long-term and medium-
term corporate loans, working capital facilities might be deployed 
to help clients finance inventory needs and agricultural inputs for 
farmers. To maximize developmental outcomes, ADB will 
continue to provide capacity building TA, for example, to farmers 
supplying agribusiness companies.  
 
OPPP will seek opportunities to prepare, transact, and promote 
investments in bulk water supply alongside SERD. For example, 
OPPP (with support from the Southeast Asia Environment, 
Natural Resources, and Agriculture Division and the Southeast 
Asia Urban Development and Water Division) is targeting a 
regional drinking water supply transaction advisory services 
mandate, and the SERD team is exploring an opportunity to 
support local tap water companies (PDAMs) in Palembang, 
Medan, and Banjarmasin with their expansion requirements. 
PSOD would consider providing financing if PDAMs can achieve 
sufficient credit worthiness status. 
 

Source: Asian Development Bank.  


